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Analysis/POV for  [      ]  eCommerce Scalability

This document represents the results of an independent analysis of the eCommerce

operations of  [      ] . Approximately 23 hours of due diligence and research was performed in order to develop the following report. This process included approximately 15.5 hours of onsite research and interviewing as well as an additional 7.5 hours of research and the compiling of this document.

The following  [      ]  personnel were interviewed during this consultative process (and the initial HR interview process) to assist in developing eCommerce channel visibility and insight into the organizational development surrounding and supporting the eCommerce sales channel development:

- Director of Human Resources

- Sales Manager (Retail)

- Sales Manager (Wholesale)

- Information Technology Consultant

- Vice President of Finance and Operations

- President and Chief Operating Officer

- Sales Assistant (eCommerce Operations)

- Inventory Manager

Forrester Research estimates that online retail sales will more than double from $172B in 2005 to $329B by 2010. Incidentally, the online retail sales performance estimate for 1999 was a mere $20B. In the “Internet Retailer Top 400 Retail Web Sites” as ranked by annual sales, are 11 jewelry sites that as an aggregate did over $430M in sales in 2005. Jewelry and Luxury Goods represented 3.2% of the $172B 2005 sales ($5.5B). This category is estimated to reach 14% of total online sales by 2010 - which represents an estimated category growth to approximately $45B.

 [      ]  might not have aspirations to become a significant jewelry retailer on the Web (http://www.BlueNile.com was #1 in 2005 and #48 in the “Internet Retailer Top 400”), but in order to create and sustain healthy, scalable growth - a strategic plan should be formulated in keeping with current eCommerce Best Practices. Those Best Practices tend to be developed, tested and proven in the “Internet Retailer Top 400” (the group which was responsible for 58.3% off all U.S. Internet Sales in 2004). The  [      ]  eCommerce sales channel performance, since the launch of the new Web site in September 2004, is a development that simply cannot be ignored. Sometimes growth happens whether you’re prepared for it or not - particularly when you have a highly desirable product.

The  [      ]  eCommerce sales channel appears to be currently managed as a ‘secondary channel’ to storefront retail (NY, FL, CA) and various wholesale accounts. When the eCommerce sales channel began performing to the extent that it is, a typical reaction took place at the management and executive levels - “Wow! Now what do we do?”  - Given the current company disposition in terms of the enterprise infrastructure (business operating systems), it became apparent that the eCommerce sales channel growth had to be managed as its own entity (or silo) much like the retail stores. This means as an independent sales entity (channel) of merit and great potential - one that requires eCommerce-specific expertise. Given that the company is perhaps a few years away from complete unification of the supporting business systems (an enterprise-level, multichannel retail system), the eCommerce sales channel should be treated as it’s own entity with one exception: the Web site/eCommerce sales channel is also a significant company marketing vehicle and ‘brand evangelist’ that contributes directly and indirectly to the company bottom line. Budget(s) development must take this into consideration.

Somewhere in the midst of recent growth, the need for a  [      ]  Web site Operations and Marketing Manager was determined. This position was envisioned to deal with a rapidly growing sales channel and to manage daily Web operations. The additional aspect of Web-oriented merchandising and marketing was also determined to be of significant importance. In my experience, these are two different disciplines. A Web Site Operations Manager would have the skills necessary for basic Web site design, eCommerce platform expertise (StoreFront), content management, inventory control/management, customer service management, order operations management, eCommerce sales channel reporting and eCommerce sales channel daily operations. A Web Site Marketing Manager would have specialized skills as relating to Web-oriented marketing to include pay-for-performance/pay-per-click, link building, email marketing, Web analytics, search engine optimization, affiliate program development, strategic partnership development, Web site merchandising, enterprise marketing as related to the Web, company branding on the Web, etc.

A comprehensive analysis of the  [      ]  eCommerce disposition and direction is an extremely involved and laborious endeavor. This short document can only serve as a rather broad and executive-level overview. I chose to focus and elaborate on the following key areas:

1) The scalability of the current systems/business architecture
2) The scalability of the organization infrastructure (eCommerce Organizational Development)
3) The eCommerce sales channel budget and the company marketing budget and how they interrelate
4) Some perceived operational issues/challenges to scalable growth in the eCommerce sales channel
5) Some recommendations for streamlining, improving and developing the eCommerce sales channel

 
The scalability of the current systems/business architecture:

The best multichannel retailers leverage the same customer information, transaction information and inventory information across all sales channels and across the entire enterprise. This requires standardization and centralization of data and allows varying degrees of secure access to that centralized information at all business touch-points - retail stores, warehouses, production facilities, eCommerce and catalog call centers (CRM – customer relationship management), executive offices, back offices/accounting, accounts receivable, accounts payable, general ledger, human resources, purchasing, etc. These types of unified, enterprise-level systems are complicated and expensive, typically starting in the range of $150-$200K for a locally hosted deployment to $5-$10K a month for remote hosted (Web-based) offerings. Right now,  [      ]  utilizes five separate systems for business operations: Retail Pro 8, Navision, StoreFront, PaymentTech/Orbital, Jet Reports and Microsoft Excel that don’t effectively link or communicate. Because of the lack of communication between systems, each user has created his or her individual, unique systems (i.e. Excel spreadsheets).  These “manual” systems only serve the person who created them and that information cannot be effectively utilized by the entire company.  Decentralization of inventories, transactions, and customer information directly impedes scalability. True efficiency, overhead/cost savings and enterprise marketing value cannot be achieved and leveraged until all disparate systems are strategically abandoned in favor of a unified system. This may represent a paradigm-shift for  [      ] , but a strategic plan for this eventual migration should be formulated now as the current solutions are simply not scalable and run the risk of becoming severely detrimental to daily operations should growth continue at its current pace.

The scalability of the organization infrastructure (eCommerce Organizational Development):
The current Web ‘department’ disposition basically consists of one individual. This individual is completely responsible for the daily operations of the Web department and without her, there is no Web department. Her day typically consists of Web orders processing, customer service issues troubleshooting, inventory reconciliation and troubleshooting, backorders management and troubleshooting and Web-specific financial reconciliation. As these responsibilities are significant and are the Web sales channel priority, further development of the sales channel is relegated to the ‘back-burner’ and is haphazard and inconsistent. Once Web sales reach a certain level within an organization that deploys disparate systems, the aspects of orders processing/customer service daily operations become a full-time job due to the associated inefficiencies. Web sales channel development then becomes an additional job inclusive of different responsibilities (with some overlap) and different job descriptions. Typically, the sales channel development can be scoped/understood as basic (Web Manager Level I), intermediate (Web Manager Level II) and advanced (Ecommerce Director). There are a myriad of variations within this simple three-tiered approach, but these represent traditional eCommerce job responsibilities and required skills according to current Best Practices. Basic Web Sales Channel Development would include Web design for eCommerce and merchandising, content management, operations streamlining, inventory control and implementation of analytics processes for sales histories and forecasting. Intermediate Web Sales Channel Development would include those of ‘basic’ as well as pay-per-click advertising, search engine optimization, link building, advanced merchandising (design), double opt-in email marketing with segmentation and personalization and advanced analyses with various metrics/analytics.  Advanced Web Sales Channel Development would include those of ‘intermediate’ as well as affiliate network programs (private and public) development, advanced merchandising/ecommerce architecture, paid inclusion, product feeds (RSS), blog development and leveraging, new business development, strategic partnerships, advanced budgets, forecasting, organizational development and ROI (return on investment) analyses.

The eCommerce sales channel budget and the company marketing budget and how they interrelate:
The Web ‘department’ operating budget should be based on a typical P&L approach. With regard to salaries, they should be budgeted according to forecasted Web sales (typically up to 15% of forecasted sales revenue). With the usual peaks-and-valleys of retail and eCommerce, budgets should include enough resources for peak season staff assistance. The Web presence of any company is also a primary means of marketing, promotions and branding that directly contributes to the other business units/sales channels. The Web/eCommerce department is a hybrid of sales and marketing and should have budgetary allocations appropriate to this disposition. For example, a Web/eCommerce salaries budget might only be allocated $150K, so access to the additional resources of the company marketing budget (10-25%) becomes absolutely necessary in order to appropriately staff the department and achieve goals.

Some perceived operational issues/challenges to scalable growth in the eCommerce sales channel:
a. The current eCommerce platform (StoreFront) requires changes that enable a more user-friendly user interface to support Web orders customer service. This means a single display/screen that aggregates all the relevant information regarding an order or customer transaction. One of the reasons that manual systems have been created (MS Excel) to support eCommerce sales is due to the difficulty navigating the StoreFront interface in order to find the appropriate information – typically while on the telephone speaking to a customer!


b. The management of Web ‘backorders’ should be changed to affect a more streamlined processing and tracking capability. To process any Web transaction outside of the eCommerce platform (StoreFront), effectively ‘breaks’ the transaction continuity and makes tracking/management difficult (manual, band-aid systems). Backorders are currently processed through the Orbital/PaymentTech credit card processing application and this transaction is not reflected in StoreFront. StoreFront CAN support backorders. An executive-level decision to accept charging for backorders is required to systematize/streamline this process.
 
c. The staffing strategy (Web Operations and Marketing Manager and an Assistant) is inadequate to effectively support continued, healthy and scalable eCommerce sales channel growth. This is probably due to a budgetary decision that fails to take into consideration that the Web sales channel is also a primary company marketing vehicle. The efforts to properly develop and manage the marketing and merchandising aspects of the eCommerce sales channel are significant and contribute to the overall enterprise - and other sales channels.


d. The Web site/eCommerce sales channel inventory is not real-time with the ‘order management/inventory’ system (Navision). The reconciliation of these two disparate systems appears to take significant time and effort. The StoreFront inventory should probably be managed as completely separate repository (with enabled backorders) where the production/manufacturing unit of  [      ]  is setup as a vendor in StoreFront. This way the inventory is reconciled against actual sales receipts - not the Navision system. As we cannot ‘connect’ the StoreFront inventory to that of Navision (which is the company ‘benchmark’ system for accountancy), real-time inventory control is nearly impossible. Posting (re-keying) Web retail transactions (with adjustments) into Navision is a tedious process that is highly susceptible to data entry error. The Navision system appears to be better suited to a manufacturing environment - not a multichannel retailer.


e. The StoreFront eCommerce platform has some significant shortcomings that may not be customizable by the current development resource. Orders cannot be reopened or edited/adjusted once processed. Canceled orders cannot be recovered and are permanently lost. Web telephone orders aren’t supported (‘Call Center Operations’) and these orders are keyed-into the Web site via the customer interface (as a customer would). Returns are an extremely time-consuming manual process.


f. There is a lack of marketing and merchandising (analyses) support available to the Web sales channel. It appears that this is lacking company-wide. Sales histories, sales forecasts, trends analyses, etc. are integral to the proper merchandising strategy across all business units. Sales channel specific analyses can be further refined and developed in collaboration with a company marketing and merchandising manager/specialist.


g. Web graphic design support (Art Department) and Web development are shared resources within the company. Typically for a company the size of  [      ] , these resources are usually external vendor relationships. There are benefits to external resources in that there isn’t typically a conflict of interest or priority with other company departments. However, the cost savings benefits of the internal personnel are apparent as long as these resources are properly utilized and scheduled.  In order to properly manage these internal resources, advanced scheduling is absolutely paramount. Projects, promotions, and development must be scheduled far in advance according to a ‘company resource allocation calendar’ that supports the company retail merchandising calendar and strategy for the year. Also, Web-specific copy development is a specialized editorial process that requires input from the company press department.

Some recommendations for streamlining, improving and developing the eCommerce sales channel:
a. The Web/eCommerce department should be maintained and further developed by a qualified administrator. As every business is unique, sometimes that qualification or expertise is best represented by an internal candidate. The eCommerce revenue stream for  [      ]  is at a level where an ‘interim’ staffing disposition would provide the much needed budgetary flexibility to proactively plan for additional resources (temporary staffing) during high-season periods. The Sales Assistant (eCommerce Operations) has been with the company for approximately seven months. During this time this individual has developed Web sales channel and operations expertise specific to the  [      ]  organization. This experience is invaluable and should be retained in the department. In my opinion, she should be offered a (new) position as the Web/eCommerce Operations Manager with an appropriate salary range allocation. This individual could be then further supported by a Web/eCommerce Operations Assistant. The department budget would then accommodate additional seasonal/temporary staff for peak periods as well as partially fund project-by-project consulting for eCommerce marketing and strategic new business development - with the additional required funding for consulting coming from the company overall marketing budget.


b. The eCommerce sales channel development and merchandising can be synchronized with cross-channel retail (and wholesale) sales, production, marketing and press via a ‘retail marketing calendar’. This calendar can be collaboratively developed to present a full year’s worth of merchandising and promotions in advance. This calendar can then be referred-to as the merchandising strategy ‘Bible’ for synergistic (cohesive across business units) development.


c. eCommerce project development Best Practices should be employed to properly handle ‘change management’ and to manage and track simultaneous projects throughout their lifecycle. The successful management of project development lifecycles requires a successful and experienced project manager with an executive mandate. These projects may require input from sales, marketing/merchandising, production, inventory control and the executives.


d. eCommerce is a sales channel that typically operates in a ‘pull’ (search/comparison) merchandising/advertising scenario rather than a ‘push’ (direct advertising).  [      ]  is a brand that is synonymous with quality, caché, trend setting and fashion. Rather than dilute the brand with a heavy emphasis on garnering significant Web site traffic, a more subtle approach can be utilized with great overall effect. This approach employs extensive Search Engine Optimization development to make the Web site and all the items on the site more visible in search engines such as Google. In addition to SEO,  [      ]  can develop and deploy conservative, high-quality email marketing campaigns that leverage a double opt-in, CAN-SPAM compliant bulk email service provider. Strategic, segmented and personalized emails can be periodically sent out to further support and develop special promotions.


e. The  [      ]  Web site would benefit from extensive industry research performed regarding retail Web site content ‘stickiness’ and usability. A comprehensive Web analytics solution such as WebSideStory HitBox would also aid in determining the usability and popularity of items, content and navigation on the Web site. Subjective aesthetic and stylistic decisions regarding eCommerce Web site design and merchandising are now obsolete due to the eCommerce sales channel being the ONLY channel that is fully and completely measurable (‘lifestyle’ imagery has been proven to outperform static product shots). Customer behavior and origination (demographic information) is available to quantify any design and merchandising decision, particularly when a significant period of data has been collected (i.e. a years’ worth of history). The further development of  [      ]  content such as Web articles, a blog, RSS feeds, a  [      ]  eNewsletter, etc. will create a much more interesting Web site and subsequently develop increased traffic and sales.


f. eCommerce Best Practices should be fully embraced in that a VeriSign or Thawte ‘secure site’ certification should be engaged and deployed. Further  [      ]  eCommerce ‘terms and conditions’ and ‘FAQs’ should be developed to proactively deal with customer issues and further develop trust in the eCommerce sales channel.


g. The StoreFront eCommerce platform supports inventory and item updates en masse via a simple upload/update procedure (external data source). This will provide significant and immediate benefit to the Inventory Manager. This feature isn’t developed.


h. The StoreFront platform supports an Affiliate Partner Program where strategic partnerships (commissioned sales) can be developed with  [      ]  qualified and selected affiliates. This feature isn’t developed.


i. The StoreFront platform supports the Inventory Tracking and Management (ITM) feature where backorders are supported and low-stock notices can be automatically sent to vendors (production). This feature isn’t developed.


j. The StoreFront platform supports ‘publish products’ (product feeds) to entities such as Shopping.com or Marketplace Manager. These organizations might not fit the  [      ]  ‘ideal partner profile’, but the inherent ability is available within the platform. This feature isn’t developed.


k. The StoreFront platform allows granular-level, advanced search within the ‘store search’ facility which leverages search keywords, product codes, product names, etc. This feature isn’t fully developed.

In closing, the  [      ]  product is superlative. The quality and uniqueness of the pieces speaks to everyone that has embraced a more global, spiritual and compassionate way of living and being. The  [      ]  aesthetic speaks directly to that.  That which is unique and specific to  [      ]  need not be lost in the ‘rush to capitalize’ on the Web (or any other sales channel). A very measured and strategic growth can be orchestrated in keeping with the specific vision of the  [      ]  executives without sacrificing the  [      ]  aesthetic and brand identity. Only those eCommerce Best Practices that serve that vision and identity should be embraced, but once they are, they should be expertly developed and managed in order to fully realize their potential.

Most of the eCommerce development solutions put forth in this document and in onsite conversations require little in terms of financial commitment. A re-think of the ecommerce organizational development, some simple software tools, some nominal monthly solutions/services fees and the diligent efforts by the  [      ]  eCommerce department staff are all that are required to realize significant ROI. The most important aspect in this undertaking is that  [      ]  should resist taking the short-view in terms of ROI in these proposed initiatives. Only through diligent and consistent efforts over time (one year) will they show significant results.
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