
 

Embrace online channels to ride out the recession's
aftermath

Cost and market scope advantages come into play as Digital.co.za/ Web commerce takes off.

As the after-effects of the global recession continue to suppress demand, many businesses are discovering the benefits of
an online strategy.

A great example is British retailer Marks & Spencer. Hard hit throughout the recession, M&S reported mildly resurgent
figures for the first quarter of 2011 in July 2010, mainly on the back of a great performance by its online division. Overall,
the group reported a very small rise in quarterly sales (3.6%), compared to a 49% surge in online sales.

The figures speak volumes, and what they're saying is this - online has been accepted by users in a big way, and it can
save your business in lean times. Stated negatively, the premise also holds true, as global markets get increasingly
competitive and the margin squeeze is on: not embracing online now could destroy your business.

Running with the big dogs

It's been a decade since Internet moguls first uttered such extravagant claims on behalf of the online medium. The
difference is that Web platforms have matured since then and become richer in functionality and usability. In addition, user
access has caught up with the platform and application development curve.

This new-found maturity has certainly worked for M&S. Granted; the UK's online environment is a couple of years ahead of
ours. For instance, consumer broadband of 50Mbps is commonplace, which makes the user experience a dream.

But South Africa is by no means an Internet backwater. The fastest ADSL lines currently are 4Mbps, but 10Mbps is around
the corner. An unusable world-wide Web has long been a thing of the past, and the time for taking your business online is
now.

Special characteristics

So now, online is no longer the poor cousin of sales channels. In fact, it is outperforming branch stores! So what is it about
online that makes it so much more adept at riding out the tough times?

Digital.co.za/ Web-based commerce may not yet generate the same volumes as physical stores, and consumers may for a
time still prefer a tactile experience in certain shopping categories, but the medium has a lot going for it in other respects.
For one thing, its overheads are much lower in terms of store outlay and front-office personnel.

Another factor is the comparatively large market reach of an online store. In fact, if one had to compare the cost of setting
up and running a physical store with a certain geographical coverage area to that of an online store with a much larger
coverage area, the physical store would still cost a good deal more than its e-counterpart in absolute terms.

To strengthen this online value proposition, a growing hunger exists for online stores in ever more types of businesses.
More than ever before, Digital.co.za/page/Realm Digital-services/ e-business can be successful, if one or two remaining
glitches are properly resolved.

Doing it properly
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One area that has seen much improvement is the proliferation of alternative payment options. Credit cards were the only
means of payment in years gone by, but many sites now accept e-wallet payments, mobile payments and bank transfers.
This has greatly improved the ease of transacting with merchants, especially at the lower end of the market.

Some might ask - how prevalent is e-commerce at the lower end? To answer that we need only look at airtime, a commodity
bought in massive volumes. If a credit card were the only way to purchase airtime, it too would have failed.

Another issue needing improvement is logistics. Foreign markets benefit from good mail systems, whereas our postal
service is dysfunctional and couriers are too expensive. One answer to that is to virtualise your stock in trade, if it lends
itself to virtualisation (electricity, airtime, vouchers and travel tickets). That way, the cost of delivery to the client becomes
less of a problem.

For other goods, we simply need to develop a lower-cost distribution network in the country, a task that will become easier
as the size of the market increases.

Do it, but do it well

It is possible, indeed vital; to do e-commerce now, but care must be taken to overcome legacy problems.
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