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[bookmark: _Toc503476918][bookmark: _Toc503536843][bookmark: _GoBack]Executive Summary
This research is an attempt to analyse the effect of e-commerce and online shopping behaviour on the in-store or traditional businesses. Within countries like UK, with 82% of population having access to internet, online browsing and shopping has seen a huge spike in the recent years. Consumers see numerous advantages in online channels like, huge choices, ease of home delivery, greater discounts, and easy returns etc. Likewise, these online firms enjoy numerous money saving advantages like, low taxes, low cost of operations and economies of scale etc. which gives them an advantage over traditional businesses. This research adopts a secondary approach to analyse the background sources, industry reports, news articles etc. to understand how online shopping has impacted traditional businesses. Based on the analysis, the research arrives at key themes to meet research objectives. Various factors regarding buying pattern, social factors, evolved decision making etc. are identified. Lastly, recommendations are given for traditional businesses to sustain within changing consumer behaviour and landscape. 
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1.0 [bookmark: _Toc503536844]Introduction:
E-commerce is the process of using the internet based communication channels to buy and sell goods. It promotes the use of various other technologies like the electronic funds transfer, electronic data interchange, mobile based communication devices, online procesing etc. However on the other hand the elemnets which constitute the traditional retail business of the brick and mortar retail store are the physical presence, the widley spread distribution channels and the traditional methods which are used for the buying and selling of the goods. Recently with the increase in the use of mobile devices and internet online shopping has expanded on a large scale and its significant impact on the traditional retail business has become a common topic of debate and discussion. Considering the case of UK, in 2016 its e-commerce sales figures were £60 billion, which had increased 17.6% in comparison to 2015. In UK 80% of the internet users perform online shopping now, at least once in a year. Digital business contributes 8% to the GDP of UK which makes it the third largest contributor. With this research the effect of the online shopping on the traditional retail business is understood. 
[bookmark: _Toc503536845]1.1 Research aim and objectives
The impact of online shopping on the traditional retail business is studied with the help of this research. The objectives of this research are as follows: 
· To analyse the changes in the behaviour of the customers as well as the increase in the extensive use of online shopping 
· To study how online shopping has affected the traditional retail business
· To recommend ways by which the retail businesses can sustain within this new business environment 
[bookmark: _Toc503536846]1.2 Research Questions 
Following are the questions which have been framed to meet the objectives of the research:
· With time how has the buying pattern of the customers and online shopping changed?
· How have e-commerce and online shopping affected the traditional retail business?
· What can the measures that retail stores can take up to improve their sales and enhance their business strategy?



[bookmark: _Toc503536847]1.3 Research Background and rationale 
The changes in the buying patterns of the customers and the rapid expansion of e-commerce is a very common topic of debate in the recent times. Considering the case of UK 5000 online shoppers were used by a survey which was done by (pwc.com, 2017). It revealed that around 38% of the customers searched for their products on Amazon, 35% of them their mobile device is their most important shopping and 38% of tehm make motnthly purchases from them. Similarly the online sales in Europe increased by 32% from 2012 to 2015 while there was hardly 3.4% in the growth of sales of the traditional retail stores in the same period (Clarke & Birkin, 2015). The immediate and long-term impacts are quite evident from this. 
This research clearly shows in detail the impact of the chopping behaviour of the customers. Through this research the readers can properly understand the impact and the traditional retail sellers can find out different approaches which they can use to increase their profits and for their long term sustainability.

[bookmark: _Toc503536848]2.0 Critical Literature Review:
A numerous amount of literature sources is available with respect to internet penetration and online shopping showing how their usage over time have influenced the markets and consumer dynamics.
[bookmark: _Toc503536849]2.1 Internet and growth of e-commerce 
The usage of internet and diffusion of mobile services have made life much easier such as it gives suitability of purchasing things on the go, allowing us to view a wide range of varieties, helps in making easy and assured payments via online channels. All these facilities mentioned above further leverages the scope of online purchase and makes it even more convenient too. A comparative analysis on the online shopping trends have been analysed and represented in the figure below where the usage of various online shopping channels over the past 5 years have been shown which are as follows:
[image: ]
Fig: Usage of online shopping channels (Agrawal, et al., 2012)
As seen in the above figure that the in-store purchases have remained constant and a declining trend has been seen in case of PC based purchase while a sharp increase can be seen in case of mobile and tablet based buying in recent years. This describes the change in consumer buying pattern with respect to available of internet and mobility. The online buying behavioural pattern can be seen in the figure below in UK for 2016:

[image: ]
Fig: Product categories in online shopping in UK (Gonzalez & Palacios, 2004)
As it can be clearly deciphered from the above figure that household goods, travel, clothes and holidays are most commonly purchased products while shopping online. While shopping online, the basket of goods also includes books, foods & groceries, electronic equipment, etc.
[bookmark: _Toc503536850]2.2 Online Players deploying physical channels
The dual strategy followed by some players has led to the stagnancy in the in-store purchases. The online players are progressively seen making use of their physical communication channel to better manage their clients. For example, Players such as Lewis utilising its physical outlets in order to spread their presence of online network. In this strategy, Lewis makes use of ‘Click plus collect’ strategy so as to promote the online purchase where it is easier for the buyers to purchase online and after that the amount is collected from across 500+ independent outlets. This kind of strategy helps in defining the fact that though the purchase is online still the consumers can visit the stores and can able to pick up their goods. As per Butler (2013), over 35% of sales in case of Lewis in UK occurs via this method and hence is giving a tough competition to layers who are operating only in physical retail formats. In the same way, Amazon also provides a wide range of products and offers pickup & drop facilities for buying and returning the products which in a way promotes the online purchase.


[bookmark: _Toc503536851]2.3 The competitive advantages of selling online
The advantages of online players are huge over the long aged physical retailers. As per Harvey (2013), online players save on the infrastructure costs such as setting up of attractive stores, expense on front office staffs, electricity, and other kinds of utility bills. In addition to this, UK based retail outlets have to face higher taxes as compared to their other counterparts. Kingfisher, a Europe based company having 1100 outlets across Europe has to give away £120mn in terms of tax which is quite higher as compared to the similar sized online players. All these factors decrease the strength of the physical format retailers and increases the profitability of the online players.
[bookmark: _Toc503536852]2.4 Digital expansion would drive future sales
Various literature has indicated that online presence and digital expansion is exceeding to drive the future sales. As per O’Carroll (2013), it is highly essential for companies to understand that e-commerce industries are going to be the next best contributor to GDP for any country. In the same manner, Google & Amazon have taken a largest portion of retail, travel, food and media industry and are considered to be unstoppable. Various case studies have shown that how Kodak was unable to see the digital move and how HMV outlets in UK have faced serious business downfall (Malhotra & Singh, 2007).
[bookmark: _Toc503536853]3.0 Methodology:
The research methodology being adopted in this research follows a secondary approach wherein reliable and genuine secondary facts & figures are being referred. These sources are being considered to analyse the effect of online shopping with reference to UK market. The benefit of taking up the secondary approach is that a large amount of data can be covered and can be analysed in a very short period of time.
[bookmark: _Toc503536854]3.1 Research Approach and Methodology
The concerned research follows a positivism philosophy wherein the evidences are collected not by reaching at subjective analysis rather being collected through effective analysis. As far as the matter of the research is concerned, a positive methodology is more favourable for studying the change in online shift patterns and the real facts on altering the consumer buying preferences and behaviour.
[bookmark: _Toc503536855]3.2 Data sampling and collection
Authentic secondary sources have been relied upon which are based upon judgemental sampling where highly pertinent and recent data has been selected. New sources, journal articles, industry reports and other kinds of published sources have been well thought out for the purpose of data collection.
[bookmark: _Toc503536856]3.3 Data Analysis
A qualitative research methodology has been adopted in the concerned research where the underlying data is being examined in order to reach some definite key themes related to the objective of the research. As per (Jansen & Mullen, 2008), the theme based analysis helps in recognizing patterns and understanding the context of the research logically. Based on the above-mentioned fact, the desired qualitative analysis would lead to reach at recommendations and conclusions.
[bookmark: _Toc503536857]3.4 Ethical considerations
The concerned research would follow all kinds of ethical aspects by selecting all reliable and authentic sources and not impacting data in any way. In addition to this acknowledgement have been given by implementing required referencing at all paces. All this adds to the credibility of this research 
[bookmark: _Toc503476933][bookmark: _Toc503536858]4.0 Findings and Analysis 
Numerous findings have been obtained based on the research and analysis. The figure below helps to illustrate the key themes involving these findings. 


Figure: Themes for findings and analysis
As can be seen in the figure above, movement of consumers towards online channels is now an ever-increasing trend and is expected to rise even further in future, with more mobile devices and easy access to internet. Similarly, various factors will favour this online movement, both for consumers as well as sellers. Consumers see advantages like, savings due to high promotions, easy and free delivery and return options, large choices to view, on-the-go shopping. According to Lindner, (2017), online shopping has ushered an era of digital ‘word of mouth’ where customers can read reviews on anything, starting from travel bookings to food and clothes buying etc. 56% of men, and 68% women in the UK consult the product review before making any product buying decision Increased social media presence and usage of blogs, Twitter or Facebook will further favour online buying migration. Likewise, for companies, the ability to get high volume of orders, connect with the global audience, and gain economies of scale, are some lucrative factors which cannot be ignored. Added to this, low manpower costs, low cost of operations, and savings from taxes are more areas for advantage. 
All these changes have impacted multiple business segments, and the change is no longer restricted to limited industries like travel, music downloads or holiday bookings. Lately, clothes, shoes, food, and groceries, and even medicines are also ordered online. Travel booking giant, Uber has already launched and is successfully operating its own food delivery service with Uber Eats (Edelman, 2015). Amazon has also launched its own digital wallet which can be used to order food online from a large group of partner restaurants and avail discounts. This indicates that traditional businesses cannot afford to lay back and watch the digital space grow. There is a need to devise the right kind of digital strategy and leverage on this growing trend. Having the right kind of online plus offline mix, would be the right steps to begin with. Additionally, leveraging on core strengths of a offline store to retain loyal customers, is also second measure to adopt. 
[bookmark: _Toc503476934][bookmark: _Toc503536859]5.0 Conclusion and Limitations

The research helps to arrive at specific conclusions on the impact of e-commerce on traditional retail. Consumers can be seen to be moving towards this high convenience and easy to use platforms, and this is expected to rise further with dropping mobile handset costs and wider penetration of internet. Similarly, more companies are expected to move to the online space with advantages of greater tax benefits, economies of scale, ability to connect with global consumers, and low cost of manpower etc. There are some recommended areas in which traditional in-store businesses need to work upon. There is a large section of people who always believe that product is best viewed, tried, and felt in a physical store. In-store experience, and the pleasure of shopping and eating out, are some factors important for a large section. Traditional businesses need to ensure that they retain this loyal customer base, by offering more promotions, connecting with them through loyalty programs, offering digital apps to book products online, and pick them up from stores etc. Other areas to work would be, to have their own social media pages, conduct promotional campaigns, and social media marketing. Investment in online e-commerce platforms as complementary channel is also recommended. 
Thus, the research helps understand the changing consumer landscape and buying pattern in people. This research has a major limitation that most of the secondary sources are relevant to UK market alone, and hence the findings and analysis cannot be entire generalised to global scenario. 
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Themes for findings


Online shopping is the new trend 


Most factors favour Online Migration


Multiple business segments impacted


Traditional Businesses need to have a digital strategy
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