Adekoyejo Sobola (1601748)
 SBUS6104 CONTEMPORARY THEMES IN E-BUSINESS



Contents
Executive Summary	3
1.0 Introduction	4
1.1 Categories of business	4
1.2. E-Business	5
1.3 Strategy	7
2.0 Existing and emerging e-business (models) opportunities and challenges for AVON.	8
2.1 Enterprise Resource Planning (ERP)	8
2.2 Customer relationship management (CRM)	9
2.3 Supply chain Management (SCM)	13
2.4 Knowledge management systems (KMS)	14
3.0 The emerging e-business Revenue model in the fashion retailing industrial sector.	15
4.0 The main contemporary issues in E-Business and its effect on business direction.	16
4.1 The Nature of the Cosmetics Industry	16
5.0. Conclusion	18
6.0 Recommendation	18
Appendices	19
7.0 References	21



 "If organisations want to stay competitive, they need to understand the importance of E-business to successful strategy execution'' (Thompson and Strickland, 2010).  


[bookmark: _Toc7817364]Executive Summary
David H. McConnell established Avon in 1886, the company produces cosmetics, beauty products, fashion and home products (New Avon, 2017d). Avon prides themselves in empowering women to be self-sufficient by earning an income. Avon uses traditional relationship marketing (face-to-face) however recognised the necessity of digital-technology in addition to their relationship-marketing to enhance representatives reach and productivity (New-Avon, 2017c). But the Avon’s is experiencing a declining market-share for few years. Avon was a company in need of total restructuring and modernisation. Avon has to develop a new value proposition across all aspect of its business through the new e-business model. Avon announced a new long-term strategy to “Open Up Avon” that will return to growth, by focusing on strategic positioning to capture opportunities, rebooting its sales model and developing its digital capabilities. The strategy to designed and implement a new Digital and IT organization is to transform the Company’s IT infrastructure (Avon-Products, 2018e). The ERP is desperately needed in transition from Avon' old business-model because it was traditional multi-level marketing that was slow in communicating their sales reps and customer base (Brandongaille.com, 2015).
 


[bookmark: _Toc7817365]1.0 Introduction
Avon is one of the leading direct-sellers of beauty and related products (Avon-Products, 2019). This is the traditional business-model a B2B. Avon is a company for women, and they show this in their investment and several philanthropic activities for women such as Avon Foundation for Women among others. AVON is committed to operating ethically and adopted ‘be the company for women' in their business-model (Avon-Product, 2019e). All these initiatives have failed to translate into commercial success as sales are declining since 2014 (CSIMarket, 2019e). Nevertheless, AVON is forging ahead with a turnaround plan (Avon-Products, 2019g).
 
[bookmark: _Toc7817366]1.1 Categories of business
Jelassi, et al., (2014) defined e-business as the use of electronic means in carrying out a firm’s business activities whether internally or externally. It is equally essential for a business to integrate its offline business to its online business. Furthermore, Chaffey (2015) defined e-commerce as the buying and selling through the internet, and e-commerce is wholly electronically mediated transaction between a business and a third party. Still, Jelassi, et al., (2014) further elaborated that e-commerce is a subset of e-Business. The fashion industry has been impacted by e-commerce for some years, unfortunately, Avon failed to recognise the trend which has resulted in decreasing sales and market share, hence Avon needs total restructuring and modernisation (Avon Products, Inc, 2019d). Furthermore, Avon is focused on creating an opportunity for women entrepreneurs, and for them to develop business skills and be part of a network was at the core of Avon's business-model (Avon-Products, 2019l).  Hence, Avon has to develop a new value-proposition across all aspect of its business through the new e-business model figure 1 and this model will be expounded throughout this paper. 
[image: ]
[bookmark: _Toc7817367]1.2. E-Business
Avon needed to adopt e-Business Model and Tapscott et al., (2000) proposed that due to the fluid market and the IoT, companies are using Web in transacting businesses. Business webs are dynamic adoption of the Internet to create value (e.g. value chains, alliances, aggregations, etc.). Tapscott et al., (2000) then classify e-business into Internet infrastructure, value proposition innovation, multi-enterprise capability machine, competition, customer-centric, context reigns, rules and standards, immersed in knowledge. And the participants are customers, content providers, infrastructure providers etc.
In e-Business Model Classification; in the relationship with partners (product designers, social media influencers, they adopted Alliance. In the supply chain, Avon adopted the distributive networks, with the customers they adopted a value chain which necessitated a value proposition. In the relationship with the Sales-Representatives, they adopted aggregation, and for Avon to be competitive, they needed to transform and deliver digital beauty sales. This journey was necessitated by Avon’s dire market position and by losing market share. Avon was the original social-seller, face-to-face business-model which is a form of B2B, but the IoT era demands Avon to adopt the digital-B2B/B2C models (see Appendix 1; Chaffey, 2015). 
Additionally, Avon needed modern digital-technology to help Representatives business, and the organisation is shifting from ‘off-to online networks’, and Avon has gone Digital and distributes brochure through WhatsApp or Facebook and this is an online value proposition according to (Avon-Products, 2019h; Bloomberg, 2018; Chaffey, 2015). Timmers (1999) defines a ‘business model’ as: 
An architecture for product, service and information flows, including a description of the various business actors and their roles; and a description of the potential benefits for the various business actors; and a description of the sources of revenue.  
 
Chaffey (2011) contended that a business-model is a detailed statement of how a company generates revenue, attract customers, develop and identify the product, provide value-added services. Avon’s new business-model requires management buy-in, this is a corporate level strategy Jelassi, et al., (2014) in addition to requiring the building of new e-Business infrastructure thereby necessitating the appointment of new Vice-President to manage this strategy Avon-Products (2018j), and the new business-model is underpinned by new IT capabilities and Supply-Chain-Management in order to process and fulfil deliveries. For Avon to be competitive in the IoT era, they needed to back their 6 million micro-entrepreneurs through technology.  Now, Avon has some of the e-commerce capability they need to sell online whilst building for the future by adapting their business to become multi-channel (Avon-Products, 2019l; Jelassi, et al., 2014). The new e-business-model’ ERP facilitated a ‘15% reduction in inventory levels and a 25% reduction in Stock-Keeping-Units and a 10% reduction in its global headcount’ (Avon-Products, Inc, 2019c). 
[bookmark: _Toc7817368]1.3 Strategy
 	The change in business module mentioned above is a consequence understanding Avon’s strategic position before strategic choices being made Johnson et al (2011) and by evaluating and analysing the internal and external environment Hooley et al., (2008) before deciding on a strategy. Strategy is difficult to define (Mintzberg, 1978), nonetheless, Johnson, et al., (2011) defined strategy as the organisation’s long-term direction which must be fluid and adaptable to changing market conditions. Chaffey (2015) proposed strategic agility as the capacity to respond to environmental threats and opportunities.  
[bookmark: _Hlk7481769]Avon announced a new long-term strategy to “Open Up Avon” that will return to growth, by focusing on strategic positioning to capture opportunities, rebooting its sales model and developing its digital capabilities. The core pillars of the strategy were focused on modernizing and digitalizing Avon. Avon wanted to be more competitive and give consumers everywhere access to its products at any time in addition to managing its portfolio, innovating through both in-house initiatives and partnerships (Fashionnetwork, 2018). 
Avon partnered with Fuse-Universal to achieve is a central pillar of Avon’s transformation plan in digitising its business and in turn accelerate the selling and earning power of Representatives worldwide (Avon-Products, 2019m). The new strategy to transform the fortunes of Avon is themed ‘Open Up’ and led by the CEO, the Chief Strategy and HR Officer and a new digital and Technology Chief to enhance Avon’s brand and business-model. Avon’s organisation requires change management and cultural overhauling officers (PRNewswire, 2019d; 2018b; 2019d; MarketLine, 2018c;).    

[bookmark: _Toc7817369]2.0 Existing and emerging e-business (models) opportunities and challenges for AVON.
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[bookmark: _Toc7817370]2.1 Enterprise Resource Planning (ERP)
The appointing of a strategy officer, new financial officer, Chief Procurement Officer and the Chief Digital Officer, enables Avon in deploying ERP to ensure fast, agile and personal service that customers and Representatives will benefit from (Avon-Products, 2019j: l; PRNewswire, 2018b). An ERP system is defined by Markus et al., (2000) as
“software package that enables the sharing of business information stored on a common database among targeted business units in the entire organization. The purpose served by an ERP system is that of organizing, codifying and standardizing the business processes and information or data.” 
And Scott (2002) defines ERP as an integrated software application across an organisation manufacturing, financial, distribution, HR and other business functions in a real-time environment.
The designed and implement a new Digital and IT organization are to transform the Avon’s IT infrastructure (Avon-Products, 2018e). The ERP is desperately needed in transition from Avon’ old business-model because it was traditional multi-level marketing that was slow in communicating their sales reps and customer base (Brandongaille.com, 2015). 
[bookmark: _Toc7817371]2.2 Customer relationship management (CRM)
Furthermore, Avon needed to modernize its sales model, and empower and support its representatives by investing and deploying the e-commerce, social media, in addition to offering digital tools for leveraging sales data to gain consumer insights and personalize experience (Globaldata, 2018; Laudon and Laudon, 2007). The essence of this strategy was to achieve better customer relationship and to deliver value to customers on time.  Chaffey (2007) described CRM as a process of building and sustaining a long-term business with customers. Laudon and Laudon (2015) related it better to Avon’s position, and they described CRM as a business and technology discipline that co-ordinates the information systems of all the business functions and how Avon interacts with its customers in sales, marketing, and service. The sales reps were first recognised as customers that needed technology support and of course the purchasers of the product that needed interaction and communication. 
Thus, Chaffey (2007) suggested that e-CRM is the use of digital technologies for reaching customer, email marketing, data mining for customised targeting, online customer service, personalised digital content, etc to ensure repeat purchase, tracking buyers, gain commitment from customers and this is a Push and Pull Strategy culminating in online value-proposition (OVP) strategy. All the above mentioned is a model for buy-side e-commerce in figure 2 buy-side. It facilitates site optimisation, relationship building, interaction with consumers etc. The OVP requires content, customisation, community convenience, choice, cost-reduction. Consequently, Avon OVP is stated below. 
[bookmark: _GoBack] [image: ] 	Avon realised that People and technology are now an integral part of sales and marketing and they need to be perceived to be high touch, high tech digital beauty company (Avon-Products, 2019h).  (Chaffey, 2015) described the E-CRM as the deployment of digital technologies in maximising sales to customers and inspiring the usage of online services. Hence, Avon must deploy database marketing that generates and store information about customer relations. So, Avon must adopt mobile and e-interactive shoppable brochure in connecting with consumers.  Avon launched a global digital platform and the platform is fully digitised, mobile-enabled with the e-interactive brochure. This enhances the Avon-Representatives to connect quickly and effectively with their customers by creating an e-enabled personalised shopping cart that can be shared via WhatsApp and Facebook messenger. The platform also allows them to send the latest products directly to customers mobile (Avon-Products, 2018g).  
Equally the OVP led to Avon’s UK partnership with social media influencer Lottie Tomlinson (Avon-Products, 2017). As they realised that in order to maintain and gain market share, the role of intermediaries, influencers and media sites could not be discounted (Chaffey, 2015). 

[image: ]Like the industry leaders and Amazon, Avon Launched Personalised Beauty App. This is a personalised Beauty App tool that allows Representatives to deliver a personalised service to customers quickly, conveniently and with confidence figure 3. The App is the industry first and will deliver accurate diagnostics, regardless of customer’s ethnicity, skin tone and type using just a phone camera that eliminated the guesswork out of finding the right shade for customer’s colouring (Avon-Products, 2018d; PRNewswire, 2018a). Equally, Avon is monitoring and tracking Representative satisfaction by speaking to up to 100 Representatives every day (Avon-Products, 2018f).  
In pursuit of the CRM, the new industry trend, in addition to boosting online sales, Avon’s established a content studio in partnership with MediaMonks which will produce and distribute high-quality brand and product content for Avon’s 50+ worldwide markets, and is defined to be multi-language, multi-platform, delivered at scale every week to meet the needs of local consumers (Avon-Products, 2019p).   
The use of social media is an important trend in the cosmetics industry (Laudon and Laudon, 2007). In figure 4, it shows the millions of followers the brand has, and they engage with through this social media. Eisenberg Paris has over 19 million followers on Facebook, while Avon has over 6 million followers on Facebook. But on Instagram, Avon was not even in the top twenty.  In figure 5 Leading beauty brands ranked by the number of Instagram followers and Mac cosmetics is number I with over 17 million followers. 
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[bookmark: _Toc7817372]2.3 Supply chain Management (SCM)
Chaffey (2015) advanced the view that SCM is a system of coordinating the supply and delivery of an organisation’s products to the consumers. These activities involve upstream supply-chain transaction or the buy-side e-commerce (i.e. transactions between Avon and suppliers and intermediaries) and downstream supply-chain (i.e. transactions between Avon and its customers and representatives/ intermediaries which are equivalent to the sell-side e-commerce). The SCM focuses on adding value to every element of the supply chain and at the interface between them.
From the sell-side e-commerce, Avon is developing a Multichannel/dedicated in-house supply-chain and Multichannel/shared outsourced supply-chain, a supply-chain that supports Avon's growth and its representatives (Avon-Products, 2018). In the cosmetics industry, the traditional push marketing communication and push supply-chain are not as effective as it used to be. The use of data and engagement enables pull-marketing and pull-supply-chain. The consumers are engaging, they need information and entertainment through social media and websites. The pull-supply-chain seeks to deliver values to customers that are actively involved in product/ idea formulation and development (Chaffey 2015). 
Avon also partnered with Rappi and launched an on-demand delivery service /two-hour delivery service in Brazil as part of transforming and expanding the e-commerce experience for its customers (Avon-Products, 2019n).  The SCM software enables real-time sales planning for Representatives, improves their ability to deliver and execute orders (see Appendix 2 for more; Avon Products, Inc, 2019c). 
 	In the buy-side e-commerce, Avon sold its Beauty manufacturing operation in Guangzhou, China to Teashop for $44 million. but the Guangzhou factory will continue to manufacture products for Avon. This is a process to efficiently manufacture and deliver products (Avon-Products, 2019o).
[bookmark: _Toc7817373]2.4 Knowledge management systems (KMS)
Avon deployed ERP systems to integrate data from key business processes into a single system. It facilitates knowledge retrieval, enhances collaboration, locates knowledge sources, it captures and uses knowledge, data mining. This facilitates the swift communication of information to internal and external customers and (Laudon and Laudon, 2015). 
 


[bookmark: _Toc7817374]3.0 The emerging e-business Revenue model in the fashion retailing industrial sector.
As mentioned above, the fashion industry must change its business-model to embrace digital-technology. Chaffey (2015) describes a digital business as applying digital-technology and media to improve the competitiveness of their company by optimising internal processes with online and traditional channels to market and supply. Even so, ATKearny (2014) reported that brands and retailers were adjusting as more consumers shop online to buy beauty products. Avon is a multi-level layer marketing, but they are embracing the online sales and supporting the sales representatives with technology. This improves representatives earning. The sales representatives service is commissioned based and multi-level layer (commission of up to 25% on their sales) (Surveycompare, 2012). Furthermore, there is increasing online beauty subscription box as well (Translatemedia, 2017; figure 6). To achieve the desired sales, the value proposition in figure 1 was important. The commissioned sales representatives are customers as well as the paying customers. 
 [image: ]


[bookmark: _Toc7817375]4.0 The main contemporary issues in E-Business and its effect on business direction. 
[bookmark: _Toc7817376]4.1 The Nature of the Cosmetics Industry
The cosmetics have been experiencing unprecedented disruption as technology evolves, accompanied by new challenges, opportunities, risks and rewards for beauty and cosmetics brands and marketers. But, social-media a catalyst for disrupting how the industry connects with consumers, thereby culminating in a totally new business-model (Campaignlive, 2018).
Secondly, Brands are no longer in control and they have to grapple with this challenge, hence some brands deployed Artificial Intelligence (AI), data analytics. The use of Social media led to the need for influencers, and they have become important sales drivers and generators. Now, established celebrities with huge social presence are creating their own direct-to-consumer brands that target specific market gaps (Appendix 3; Campaignlive, 2018; Chaffey, 2015; Translatemedia, 2017). 
[image: ]
The growth of makeup sector is driven by Millennials “Generation Z” (1995-2010), “the Selfie Generation”. They accounted for the majority of online-sales of beauty and personal care items. According to a survey reported by (OneSpace, 2018) that 45% of participants bought skincare and cosmetics online, but 60% of the 18- to 34-year-olds shops (OneSpace, 2018; Coresight-Research, 2017; figure 7). OneSpace (2018) argued that online shopping for beauty products grew by 11.0%, and in 2018, Amazon leads online beauty sales in the US with 21.1% (figure 8). Online customers-shopping is divided into two main categories: e-commerce directly owned by the brand, and retail online stores. Both offer the customer additional online material, such as tutorials, reviews, picture of the products, beauty vloggers and influencer videos. While brands and retailers have granted consumers a seemingly endless range of digital tools, devices, platforms and this have empowered shoppers to find the precise products desired (Appendix 4.
[image: ]

[bookmark: _Toc7817377]5.0. Conclusion
Avon as a late adopter of e-business/e-commerce and the business lost market share. Avon has been remodelling its business in line with the management of contemporary e-Business systems and their use to gaining competitive advantage.  The company have to shift from the traditional push-based model to Pull-based model (demand-driven) because Customer orders trigger events in the supply chain. This necessitated the used of ERP, CRM, SCM, and KMS.
[bookmark: _Toc7817378]6.0 Recommendation
· The organisation must be agile and proactive, and they must ensure their company is responsive to the volatile market if they are gaining a competitive advantage.
· The multi-layer level marketing is becoming unpopular and it is becoming illegal in some countries, more investment must be geared towards e-commerce.
· The dependence on women sales reps is waning hence the e-commerce is much desired.









[bookmark: _Toc7817379]Appendices
Appendix 1
Accordingly, Avon is deploying various business or consumer models of e-commerce transactions. Avon transacts business through, Business-to-Business (B2B), Direct-to-Customer model, Intermediary-model, E-procurement, EDI Business-to-Consumer (B2C), Consumer-to-consumer (C2C), B2C-eCommerce, eCommerce, Omnichannel-Retail, Online-Retail, Web-Influenced Sales. By embracing digitization, it then facilitates disintermediation which is the direct selling from Avon’s web site and then secondly, the reintermediation which is selling through online intermediaries (Chaffey, 2015).

Appendix 2
The technologies adapt to demand volatility, reduce service and delivery delays, enables inventory and process efficiency, strategic resource allocation and Representative engagement (Avon-Products, 2018f). That is why Avon is reducing product line complexity and committed to reducing inventory by 15%, and the appointment of the Chief Procurement Officer is crucial. The new process also facilitates the 10% Reduction in Global Workforce (Avon Products, Inc, 2019c). 
Appendix 3
Social media also facilitates dialogue with consumers, social media platforms also serve as a conversational hub where product information and experiences are shared between consumers. And the use of data enables personalised products and marketing (Campaignlive, 2018; Chaffey, 2015; Translatemedia, 2017). Brands such as L'Oréal, Lancôme and Maybelline post tips on how to use their products with multiple images or videos. L'Oréal partnered with 8 UK beauty YouTubers to provide content about makeup, hair, and skin-care. The move resulted in a direct sales uplift, therefore, the budget is being shifted from traditional media advertisements to social influencer campaigns.  
Appendix 4
According to Nielsen (2018), the top 20 brands captured 14% online sales. Other barriers in the sector are the change in the role of women in society. More women are working and do not stay at home. Equally, online sales are replacing conventional retail sales. Another problem is competition from traditional retailers, like Revlon and P&G. and lastly, competition from online retailers like Amazon and others with a cost advantage over traditional retailers (Forbes, 2016).  
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Figure 2 buy-side e-commerce and sell-side e-commerce
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Figure 3Avon Launched Personalised Beauty App
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Figure 4 Leading beauty brands with the most followers on Facebook as of April 2019 (in
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Figure 5 Leading beauty brands ranked by number of Instagram followers as of December
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Figure 6 Avon’s Revenue model
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Figure 1 The Business Model Canvas
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