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This report will examine the e-business characteristics of Avon Ltd. It will begin with a definition of E-Business and E-Commerce, along with an examination of E-business models. It will continue with an examination of the Business Model Canvass, and then discuss the key enabling technological characteristics that Avon should be investing in.
The report will end with some recommendations to enable Avon to ensure they remain competitive in the future.
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In our increasingly digital society, it is only natural that our business would seek to adapt the medium in order to increase its profitability. As more and more businesses become global thanks to the internet, it becomes essential that to remain competitive businesses invest in a strong E-business strategy. The definition of a business strategy is “the direction and scope of an organisation over the long-term: which achieves advantage for the organisation through its configuration of resources within a changing environment to meet the needs of markets and to fulfil stakeholder expectations” (Johnson and Scholes, 1999). The building blocks of these strategies are what enable the business to remain competitive, something imperative in an increasingly global marketplace, and it is examination of these building blocks in relation to E-Business models that is the focus of this report.

This report focuses on Avon Ltd. Avon Ltd. are a global brand in the cosmetics industry sector and is the second largest direct-selling brand worldwide after Amway (Wikipedia.org, 2018). They have been in business for over 130 years, and are supporters of women’s charities (Avon, 2018). Avon had sales of $5.7 billion in 2016, and an early member of the Direct Selling Association, founded in 1910.
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[bookmark: _Toc513239264]E-business and E-commerce
E-business and E-commerce are terms, sometimes considered interchangeable. There are differences however, and these need to be clarified in order to assess the primary building blocks that enable Avon to maintain its current competitive position. 
E-business roughly translates as using electronic means in order to conduct business activity. While E-business does usually concern primarily internet businesses, it can also refer to any business that utilises the internet as a means of increasing profit (Smallbusiness.chron.com, 2018). Chaffey (2007) has stated that E-business is sometimes used as a way of describing internal and external operations of an organisation.
E-commerce is considered to be an offshoot of E-business and could be said to help facilitate it by utilising electronic means of transactions and selling products or services (Jelassi, 2014). It has been defined as “the buying and selling of goods over the internet. This can take the form of business-to-business (b2b), business-to-consumer (b2c) or consumer-to-consumer (c2c) transactions” (Lexicon.ft.com, 2018). 
The above are considered to be the primary types of E-commerce and are the ones that Avon Ltd. primarily concern themselves with.  
Business to Business - Gabrielsson and Gabrielsson (2011) state that B2B e-commerce portals are essential for business, and early adoption of such can greatly influence a company’s competitive advantage (Deng and Wang, 2016). Avon utilise B2B as its directs selling “partners” own their own business, albeit one that must send a share of the profits to Avon. Therefore, the B2B model is helping Avon maintain its competitive advantage.
Business to Customer – one could argue that the B2C model is the one that we think of when considering traditional retail. Laudon and Laudon (2015) define the B2C model as “retailing products and services to individual shoppers”. This is a model that is relevant to Avon, as shoppers can buy their items direct from their website. However, Avon state that their original vision was to encourage economic independence for women (Avon, 2018), so their primary focus will be B2B.
Customer to Customer – this is potentially the least relevant for Avon Ltd. That said, the model is not immaterial – while Avon’s direct-selling partners are considered self-employed, this model could still be considered relevant for those who are not earning extravagant amounts or consider direct selling more of a hobby.
The direct selling model is clearly a huge part of the Avon Strategy. The primary business of Direct selling are strong customer relationships and coherence with the business strategy as a whole (Smallbusiness.chron.com, 2018).
It is also worth mentioning that innovation is key for maintaining a sustained competitive advantage – there have been recent innovations with business models, including the Sharing economy (P2P) and the Pay What You Want model (PWYW) – while these are not relevant for the company at present, they are worth bearing in mind for future strategic planning, due to their increasing popularity with consumers. 

[bookmark: _Toc513239265]E-Business Models
Timmers (1998) defines business modelling as “architecture for the product, service and information flows, including a description of the various business actors and their roles”. Again, innovation is key for these business models, and new ones are formed frequently (Laudon and Laudon). Below is a table consistent of eleven frequently used business modes, and whether they are being utilised efficiently by Avon Ltd.
	Business Model
	Author
	Used by Avon?

	E-shop
	
	Yes – successfully for both Avon partners and customers

	E-Procurement
	
	Yes – by direct sellers/partners

	E-auction
	
	No

	E-mall
	
	Yes – with recent addition of direct sellers having their own page for customers to order

	Third Party Marketplace
	
	Yes – as above

	Virtual Communities
	
	Possibly – this could be used by Avon using a platform such as Facebook

	Value Chain Service Provider
	
	No

	Value Chain Integrators
	
	No

	Collaboration Platforms
	
	No – this could have future benefits for innovation

	Information brokerage, trust and other services
	
	No



The above show that while Avon are utilising many of the E-business models, there are still some business models that could help Avon remain competitive. While initially some may seem an uneasy match, an innovative approach could help Avon employ these models more effectively. For example, making the use of a collaboration platform, and taking advantage of other businesses expertise, could help Avon. Its direct selling model is not as successful as it has been and has been suggested as the reason they are not as competitive as they were (Cheng, 2015). Other cosmetics companies work in collaboration with one another (i.e. BirchBox) and they have noted a growth in their revenue.
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[bookmark: _GoBack]The business model canvas consists of 9 essential components that outline your various business departments that need to remain coherent. The segments of a Business Model Canvass are customer segments, value proposition customer relationships, distribution channels, key resources, key activities, key partners, cost structure and revenue streams. 
Customer segments – there are five types of customer segment. Mass, niche, segmented, diversified and multi-sided. Avon appeals to the mass customer segment and also, through its implementation of direct sellers, multi-sided platforms.
Value Propositions – Osterwalder and Pigneur (2013) define value propositions as “solve[ing] customer problems and satisfy customers’ needs with value propositions”. The value propositions of Avon are two-fold; they satisfy customer demand for beauty and lifestyle goods (and the brand adds to the value also), and also the value of their direct sellers attaining some means of economic independence. 
Distribution Channels – the above value propositions are delivered to the ultimate consumers by two primary distribution channels. These are the Avon Ltd. Company via online sales, and also Avon’s direct-selling representatives.
Customer Relationships – this building block has been key to Avon’s success. Through its direct selling representatives, Avon build up a relationship between brand and consumer. However, in an increasingly automated world, this approach can be considered to be outdated, and not as attractive as it once was.
Revenue Streams – Again, Avon primarily utilise two revenue streams. These are both asset sales of selling physical products (e.g. a lipstick or similar). They sell both to customers directly and to their direct selling representatives on a reduced basis. However, they could easily innovate their model here, by adding the idea of a subscription fee to their customers. This would attract new customers, as well as provide a way for current customers to keep receiving their favourite goods.
Key Resources – This describes the assets, physical or otherwise, of Avon. Physical assets would be the products they sell, their brand name, along with buildings such as warehouses. A key resource is also their direct selling representatives.
Key Activities – these are the primary activities that add value to the company. For Avon, these would clearly be the selling of a lifestyle brand and beauty product – something increasingly important with social media users. Another key activity is allowing a revenue stream from home for men and women.
Key Partners – The key partners for Avon are, without question, the direct selling representatives. However, it must be re-iterated that the direct selling model is considered increasingly outdated – how can Avon innovate, without losing its key partners? A further key partner would be the suppliers of Avon’s cosmetic products.
Cost Structure – This describes both fixed and variable costs of running the business. Avon’s cost structure is primarily guided by product, product sale and orders.
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[bookmark: _Toc513239268]Supply Chain Management
The supply chain of a business is defined by Chaffey (2007) as the business function that ensures coherency with all other departments. Therefore, without effective supply chain management, a company will find it increasingly hard to maintain competitiveness. The primary purpose of the supply chain is to adequately match supply with demand. However, there is also the added obligation to add value for the consumer. With increasing focus on ethical responsibility, Avon meets customer expectations in this way by ensuring all suppliers meet a stringent code of ethics (Avon, 2018). 
Initial up-stream supply chains (those that deal with business to supplier) for Avon were difficult, and certainly did not encourage coherency between departments. A short product life cycle, differing regulations country to country and recent corporate expansion were cited as reasons Avon were not meeting its obligations satisfactorily, as well as a focus on cost per item rather than integrated supply costs (Scdigest.com, 2004). Avon have since outsourced its upstream supply chain management to improve this by employing the benefits of a EAI (Enterprise Application Integration) which has streamlined its upstream supply chain, helped by using a central distribution centre. This would suggest that Avon are utilising a Push Model approach to its supply chain management.
[bookmark: _Toc513239269]Enterprise Resource Planning
ERP refers to software that integrates all business departments under one operating system. The benefits of ERP are departmental cohesion, better supply chain management (above), and better automation. 
[image: ]
Laudon and Laudon, 2007
The above shows the primary business functions that can be successfully integrated by the use of an ERP system. 
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CRM is defined as the relationship between organisation or brand, and consumer. One could argue that Avon’s most successful application of CRM is its direct selling representatives – as faces of the brand, they build relationships with their clients, and can tailor the service they receive. 
However, Avon have not had a great deal of success with use of a CRM systems, with the noted failure of their system in 2013 leading to staff walkouts due to difficulty using the system, and the disruption of day to day business practices (Forbes, 2013). This demonstrates how essential it is to ensure that the system is useable and fit for the organisation it is being implemented in.
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While Avon are continuing to compete, there is a great deal of further implementation they can do to increase their revenue and remain competitive. The increase of further business innovation has left Avon behind somewhat, and they are struggling to compete with other cosmetics company who have better utilised subscription models and collaboration platforms. Innovation is key, and Avon have proven that they are willing to try new systems – it is the use of these systems that will prove key to their continued success.
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· Utilisation of a subscription model could prove invaluable for Avon and increase revenue significantly. It will bring the brand up-to-date, and inclusion of direct selling representatives in its implementation would be beneficial.
· Better implementation of a CRM system is essential. Although their system was not adequate last time, this should not discourage them from its further use, as the benefits of successful CRM are vast, and will ensure Avon remain competitive.
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