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Introduction

The purpose of this document is to enable furniture comptmasvelop and
implement their own electronic commerce strategyabletto meet their own unique
circumstances.

To achieve this, this document sets out to explain thereifteéypes of electronic
commerce systems available, various strengths and essgsand how these can be
harnessed to improve the profitability of textile matdirers.

The potential of electronic commerce can be seen iibasic underlying principle
which is that anyone can go to the internet, descrilz thley produce and sell it to a
worldwide market.

The document will then look at the preparations needetktdify what sort of e-
commerce system is required.

This is then followed by the implementation phases netxledsure the effective use
of e-commerce.

Having covered the project through to its implementatienwill then identify how
you can monitor and improve the commercial effectiverdgyour system.

To implement electronic commerce effectively, you wéked to understand what it is
and to be able to understand the jargon some people use.

A Glossary of Terms is included in the final chapterréference. Some of the terms
included are technical and some are sales and marketrelate
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CHAPTER ONE - E-COMMERCE WHAT IS IT?

E-commerce stands for electronic commerce but sadigidons over what
constitutes e-commerce and what does not can varyhgreat

Some definitions include all forms of electronic commatian, including email,
which are in any way connected with selling a product or seri@gr example the
UK Government use the following definition:-

“E-commerce is the exchange of information acrosstraeic networks, at any stage
in the supply chain, whether within an organisation, betwaisinesses, between
businesses and consumers, or between the public and zecabe, whether paid or
unpaid.”

As various types of e-commerce have come into beingatheus definitions have
gradually evolved and a general definition today would tenuinio é-commerce to
ways of actually selling and buying products on the internet

1.1 Different types of e-commerce systems

1.1.1 The Single Site Website

The basic website is a series of pages held on theitnormally containing text,
photographs and sometimes graphics. The most common aipplicathis in a
commercial sense is a website which describes who a congpanriyat they make,
and then contains photographs in an electronic catalogwd whows a potential
customer what the products are.

Internet
<4—| customers

End customer or
retailer

Your company Your website
Text and Images

This approach can be used to sell to any customer, eitbéiler or the products end
user but it does not hold financial transactions. To nsakes a potential customer
needs to either email the company, sometimes froméisite, or telephone them.

Because of the highly variable nature of the conteasehvebsites are highly
customised and the vast majority are developed anevadbr @mpany.

1.1.2 The Single Site Website that includes a Merchant Adcoun
A Merchant Account is the software that accepts dicoard number and moves the

payment from the credit card account to the bank acadfuhe selling company.
This software uses encryption software to make the finhdetails secure and
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because of its highly specialised and complex naturesdalftiware is commonly
packaged or standard software. Because the software aesamsnsactions into bank
accounts the actual software used has to be approved bgrtkeA bank will
therefore normally have a number of approved Merchanbént software suppliers.
This software is then added to a website to createbaitgavhere a customer can pay
for a product he wishes to buy. The figure below showslasite with the Merchant
Account software bolted on. This is to reflect the that in most cases the Merchant
Account software is package software added onto a website.

Your company »| Your website «—| Internet
Text and Images customers
/ End customer or
\ Merchant Account retailer
Software

With the increased complexity of this sort of websstane flexible packages are
available. These give the advantages of increasedduatty, quick development
and implementation schedules plus the flexibility oftomising the website content
to suit the needs of an individual company.

1.1.3 Multi-Site Websites
Multi Site websites are websites which contain goodeices from several
companies.

These are sometimes known as marketplace websitaesseetiteey tend to attract
more customers than a single site website.

|

Your company

Your website

v

Another company .| Company 1 4
Company 1 ~| website Marketplace P Internet
> Website A customers

Another company Company 2 Marketplace /
Company 2 "| website ~ | Merchant

Account

Software
Another company | Company 3
Company 3 website
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In the figure above we can see how a marketplace wetasitbe linked to several
single site websites. This means that a company aactagtles from either their own
website and via a marketplace website. Any single siteiteetzn be linked to
several marketplace websites.

However, as can be seen from the figure below, a compmmpave its products
shown on a marketplace website without having a website own. The products
are shown on the electronic catalogue within the marlcg@aftware and the
marketplace software still handles the financial aatisns.

|

Your company

Another company

Company 1 Marketplace
Website < Internet
" customers
Another company Marketplace /
Company 2 Merchant
Account
Software

Another company
Company 3

This option means that a company can implement amereoce strategy without
incurring the development time and cost associated witlaiewng its own website.

1.1.4 Communication between Computers (EDI).

Back in the late 1980’s communications between computersngeicareasingly
sophisticated and this began to link computers in differenh@agi@ons. This
technology had the somewhat unwieldy title of Elesitdata Interchange, or EDI
for short. EDI enabled different companies in the sanpply chain to speed up the
distribution of sales order information down the supigic thus speeding up the
flow to components along the chain. However, EDI ffselthe actual link itself, was
of little use in isolation. The important factor whe programmes which took the
data supplied by EDI and manipulated it into something useful.

As such, EDI does not use the internet but instead uséspaone line to
communicate between the two computers.
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Your business

Your company partners computer
computer < » Customer or
supplier.

1.2 Where are we now?

E-commerce started with the connection of two comptiogesther in different
businesses to speed up the flow of data from one compamptber. This was
Electronic Data Interchange or EDI. As EDI becameammmmon companies looked
at the way the data was used rather than just its #d\wthat time the internet was still
in its infancy. As the internet grew the principle€@il were applied to the internet.
However, the rapid development of the internet opepechore and more
opportunities. Faced with this rapid technological evolytit is inevitable that many
companies should try and apply this technology to theieatioperations. This we
can call a Stage 1 Phase. The use of this technolagylizally alter business
practices, or Stage 2, can be seen in the multitudesointernet companies. The
impact of this has already been felt by traditionaitets as the scale of overall e-
commerce trading escalates.

Within this increase we can also see changes in tlaeltbref products being made
available for sale on the internet. E-commerce sigesl to focus on make to stock
products on the basis that to make a sale, the inteadetb offer a quick service. This
is gradually changing. It is now common to find websites tiffer products with a
delivery date of several weeks. This is viable becaudseahternets lower prices.
The second factor is the increasing flexibility in grewth of internet auction sites.
This weakens the perception that to sell on the intéheeé has to be a rapid
response to the customer. Instead we see the rishesfaustomer incentives
propelling the growth of e-commerce.

If we look at e-commerce development and applicatigribt surprising to see that
traditional retailers have fed much of the investmerst@@mmerce. But the internet
is also being used by companies to completely altertifaging practices. This we
can expect to continue at an every increasing pace.

1.3 The impact of e-commerce so far in the furniture itrvgius

In 2001 the European Information Technology Observatory dalia report into
the impact of e-commerce in the furniture industry.

Its main observations were as follows:-
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- Design, manufacturing, and sales and marketing are ¢has #rat add most
value. Segments in the chain would probably benefit tterapplication of e-
commerce.

- Currently there are few examples of industry speciftoemerce
marketplaces where suppliers and buyers can trade togettiatives in e-
procurement of raw and semi-finished materials ardyliceincrease as
manufacturers become aware of the large benefiteedtetthnology.

- Distribution in the industry is structured in a compleeyvand extranets and
internet-enabled supply-chain automation systems shoiddohaticular
benefits to manufacturers and dealers.

- Areas where the application of e-commerce shoulof lggeatest benefit are
order management and logistics.

The report also went on to say that the USA isdhgest marketplace for e-
commerce in the furniture industry but Europe is trying talcap. However, there is
a growing shift from Business-to-consumer to more busitebsisiness uses for e-
commerce. E-mail is being seen as the preparatory tstdgeing all quotation
information directly sent to the buyer.

The main challenges that face the industry in Europe predicted to be:-
- the cost of e-commerce systems, particularly to Iscoahpanies
- resistance to change
- lack of skilled personnel
- the absence of an addressable end market for the onlimg sélfurniture
- uncertainty of the likely rewards of the technology.

Since that report the European Furniture Manufacturetergon (UEA) has created
a furniture portal with the objective of organising the pneseof the European
furniture industry on the internet. This project begantbgdardising the information
relevant to the industry. The portal also createsdatof different categories of
furniture and types of products. The EU-Furniture site alstagas a search function
showing companies and federations together with a parie that allows companies
and federations across Europe to create and edit companyatifomnAlso included

is a furniture auction.
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CHAPTER TWO — DEVELOPING YOUR E-COMMERCE MARKETING
STRATEGY

When developing your marketing strategy there are somguestions that need to
be answered.
These include:-

who are your target customers, retailers or end cuss®mer

what products are you going to sell to them?

how are you going to sell to them?

what is your target market?

how are you going to distribute the goods to them?

are there any services which need to be supplied alongheitoods. If there
are, how are you going to provide that service?

do you need any business partners to either manufacture or Supplyods
or services? If so, have they agreed to the strategy?

8. what is the likely demand for the goods or services?

9. are you going to use e-commerce to buy goods or services?

oA WNE

~

We will deal with each of the above in more detdlbf@ed by a summary of e-
commerce strategies and additional disciplines you meg.ne

When you have developed some answers, albeit some matoHas/estimates, to the
above you should be in a position to put together souongtr costings. These costings
should include all identifiable costs including technologg distribution costs. These
costings should give you break even prices and estinsated prices from which you
can calculate your estimated profit margins. This egergiill help to show if the
strategy you have formulated is commercially viable.

2.1 Target customers, a retailer or the end user?

This is a key strategic decision. If the customer isgytonbe a retailer then are these
going to be existing or new retailers or a combinatiotiheftwo. What are the sales
trends like of the retailers you have in mind. If yoa eonsidering a major
investment in e-commerce then you need to be confidaneitmer the profit margins
or volumes or both will improve to cover that investimen

Alternatively, if the end user is your customer, theawls may be higher but you will
have to work harder to get them. For example, if you fgasell more to the end user,
you will be able to control the end user price morey/fhilt you are likely to have to
invest more in branding, improved customer service andwsedistribution. But
once you have done this you will have much greater come your own destiny.

If you sell solely to retailers at the moment thetdlodvards supplying the end user
can be a gradual strategy, and applied only to target maiketgproduct range may
be isolated from the product ranges sold to retailersiomse any risks of
cannibilisation, that is the growth of e-commerce salethe expense of other sales.

2.2 Products to sell to them
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The products can be new, or old or even dead products reedrrec

When selecting the products however, there are soméleaatsons to bear in mind.
Traditionally only make to stock products have been madé&blafor sale via e-
commerce. However, this is based on several assumpttuok include:-

-the customer will complain or cancel the order untesgets a quick delivery

-that traditional make to order products remain make to dfrtlezy are sold direct

from the manufacturer to the end user.

However, both these assumptions are increasinghbfexilany internet users
routinely make offers for products without placing a conegsatl order via auction
sites. In addition the internet is already awaslh\wroducts where the delivery date is
measured in weeks. However, the greater the longerdaigeshe greater the risk of
cancellation. In respect of make-to-order products, thesde included if one of two
criteria are met. These are, firstly, if the delivénge can be kept short. This can be
achieved if the end product can be made from a work-in-psegtere,

The traditional philosophies of make-to-stock versus maik@-der can become

blurred if the manufacturer can be confident of a stel@yand, even at a low level.

This can be achieved if the manufacturer is selling dicetite end user.

If we then look at some examples of production lead timesan see the sort of
range of furniture products than fall within the six weelegaty and we can also
assess the level of risk associated with each produy¢ tzased upon the criteria that
the lower the production timescale the lower the risk.

Sector Sub-sector Typical Lead Risk Factor
Times

Domestic Cabinet 2-3 weeks Low
Upholstery 8-12 weeks High
Dining room 2-3 weeks Low
furniture
Kitchen 2-3 weeks Low
Bedroom 8-12 weeks High
Bathroom 2-3 weeks Low
Restoration 5 - 10 weeks Encompasses e

user sales.

Reproduction 10-12 weeks High
Furnishing & 8-12 weeks High
Interiors
Wrought iron 2-3 weeks Low
furniture
Garden furniture 6 weeks Medium

Office Cabinet 2-3 weeks Low
Upholstery 8-12 weeks High
Tables & chairs 2-3 weeks Low

Contract Cabinet 2-3 weeks Low
Upholstery 8-12 weeks High
Tables & Chairs 1-3 weeks Low
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From the above list we can see that the high risksaaee those were textiles are used
as a component and where high quality craftsmanship meyvdbleed, i.e.
reoduction.

Many high volume forms of furniture are low risk.

2.3 How to sell to them

If you are selling to a retailer then this becomes ai@rrof the process you have
now. If on the other hand you are going to sell dire¢hé end user then you will
need to brand and market your product. This will require eintemoney.

Another factor is if you are going to solely rely oruyavebsite or use internet links
(hyperlinks) to create a network of complimentary welssib help attract customers
to your site. Trying to attract customers to your welisite be very costly and the
intensive use of hyperlinks can be very cost effectival Wil need to pick your web
partners carefully so that there are advantages toybothnd your web partner in the
relationship. A prime candidate for such relationshipsvaketplace websites.
These are websites that contain several companies psahethere value is that by
showing products from several companies they can atnatatively high number of
visitors. Such sites can play a key role in generatiognremerce revenue.

Websites which contain your hyperlink, become the intexqaivalent of an agent.
They will want some payment for the orders they gerera

2. 4 Target markets

If you have got this far then you should have a good ide# yahua target market is.
If you have not, then this is the time you need one.
Your target market will need to identify what products youn ptasell together with
any geographical restrictions. Before finalising these g@bggal areas you will need
to also finalise the other factors below.
Your target market can be based on one or more of tbe/be

- existing profitable customers

- new geographical market

- new product range

- special interest market, eg sport, hobby activity etc.

- large companies

- small companies

2.5 Distributing the goods

It is standard internet practice to separate out shipfoegfrom the cost of the
product itself. This is to try and use the shipping costndacentive to the end user
to buy more from a single source.

Your distribution plan will need to dovetail into othergsaof your strategy. For
major geographical markets you may wish to use local warehor sub-contract
processing facilities. This would help to reduce your deliviengscales.
Distribution, or outbound logistics management as ibmetimes called, can be
critical to the success of your website.
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Difficulties in distribution are closely tied to theaegy used by your website. If
your website is geared to selling only stocked items themprtems with
distribution are kept to a minimum. If, however, yall #ems via the website with
varied availability then the issues surrounding distributan multiply.

The conventional e-commerce approach is to separatbheoshipping costs from the
costs of the product. This means that the shipping cosilved/can be tailored to
meet customer variable factors. It also means that atigtabution can be limited to
geographical areas where distribution can be cost eféedtiowever, availability
constraints should be made clear on the website igelerably at the product
catalogue stage.

If you are not restricting your website to stock onlyngethen you have to structure
your site to cater for different levels of availabilifyhe most common approach to
this problem is to offer the customer the choice of ingldhe delivery back until the
last item on the order is available and then ship theeesrtder or shipping when
items reach stock. The latter option involves greaistschbut leaves the choice to the
customer.

Your distribution plan will depend on what overall sttgtgou employ. If you are
selling to a niche market you will under less day to day predgs fulfil tight delivery
expectations than if you are competing against a ret&teck depots or warehouses
can be essential if tight delivery schedules are required.

2.6 Services that need to be supplied along with the goods

The standard internet procedure for delivering servicesfalaws. The user is asked
to select the geographical area where the service hasstgpplied. This selection is
done from drop down menu on your website. Naturally andas where the service
can be supplied are listed. Once the user has seleetadeth he is presented with the
name and address of the local supplier of the service.

These service suppliers will need to be coordinated by yoyaun should have
maximum control of expected quality standards.

2.7 Business partners

When putting together a cohesive e-commerce you nedénitify what sort of
business partners you need if any. These partners could be:-

Suppliers — where delivery of supplies need to be shorthendfore streamlined
Internet websites — these could be retailers, marloetplebsites or others.

Your plan will need to co-ordinate action across partwdese needed.
E-Commerce Partners

There are several approaches that can be used withraezoepartners and these are
discussed below.

Joining into one company.

This can take place in the form of a merger, acquisibothe simple creation of a
new company by two or more separate companies. Acquisterery common
form of e-commerce expansion and normally acts asson of vertical integration
of various parts of the supply chain. As such, these sitigns can be the joining of
companies with complimentary expertise or previous contgosti

Investment in a company.
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Rather than create a new entity you may wish to deoide/est in an existing
company. This has several advantages. If allows youeat $h their existing internet
presence, takes advantage of their expertise and enablasigfiuence their
activities to suite your needs.

Strategic alliance.

This is where two or more companies agree to work in awigdlon with each other.
This can be to develop a new product or service or to proemeteng products or
services more effectively. It is simple and easy taupeand can be discontinued just
as quickly.

Long or short term contract.

You may wish to obtain the goods or services of a pamrtée long term without
any of the above in which case a long term contracidvoe appropriate.
Alternatively you may only need the expertise of a artar a short period time ie at
start up. In that case a short term contract would gou what you need when you
need it.

Product based link

Instead of having a company wide arrangement you maytwisteate new
arrangements for one or more products. For exampleuihyanufacturer a unique
component with a finished product, eg a special yarn wéhabric, you may wish to
control the use of that component in several end prothuttgou do not make the end
products yourself. The internet coupled with conventisnalcontract procedures
allows any manufacturer to exercise control over taaufacturer, sales and
marketing of the end product. Here we see e-commerce bs@&ugto allow more
equal sales and marketing opportunities to any manufactoimreatier where he is in
the supply chain.

2.8 Likely demand

When creating your strategy you will need to assesskidlg Hemand you will
encounter. Data on this may be hard to get but sinceutls a key factor you need to
pay attention to it.

Firstly you can assess the overall market size. fioadilly you then needed to reduce
that by the number who will have internet access Imgesioday that figure is very
high, that part can be missed. You will then need to losllas trends for various
products being bought over the internet and extrapolateter two or three years.
When putting together your demand assessment here daetibres you will need to
consider:-

Buyer power — The power of on line buyers is increasexugh greater choice and
this frequently forces down prices. However, this carebersed where niche
markets are involved. If your product is feeding a specaligmand not normally
catered for by traditional retailers then your margiry still be high.

When dealing with suppliers and where you are the buyeljrtking of suppliers to
your strategy can strengthen your supplier ties leadimdhéd is called a “soft lock-
in”.

Supplier power — As can be seen from the above, northedipower of suppliers is
reduced. However this is turned on its head if a manufaicuses e-commerce to
supply direct to the end customer instead of an existiagee In this circumstance
the power of the manufacturer is dramatically increa$hd. is an inevitable result of
two basic factors:-
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-the manufacturer has total control over the end custqrice
-there is no traditional retailer margin to considéris instantly puts such a
manufacturer at an advantage.
Flexibility — new products can be introduced into an e-censmenvironment
quicker and easier than by traditional methods. Thisndswdose companies who are
alert to market changes and can react to them. Byatime token it can punish those
companies who are not.
New entries to the e-commerce market — up till now rab#te investment in e-
commerce has come from traditional retailers. Althatlghenables them to reduce
prices it still involves a middle-man between the maatufrer and the end consumer.
Manufacturers who sell direct should therefore be atpey with a basic advantage
for a period of time. Effective new entries are likedybe manufacturers of internet
dedicated companies.
Competition among existing competitors - the internataanmoditise a product if
you are not operating in a niche or specialised marketfelts the potential of higher
volumes. In terms of competition between manufacsuadot depends on your ability
to generate increased profits to finance investment. Supytraglitional retailer
normally does not offer any realistic expectation edlthy profit margins. So success
between manufacturers can depend upon how successfuleyouexploiting new
ways of selling. The internet also promotes globabsaith terms of new customers
and new suppliers.
The collation of market research data can be brokem dlaw two sections:-
- direct data, this is data relating to your own productsoarsdrvices
- and indirect data which relates to overall market infadiona much of which
is collected by other companies such as specialist e-eotermarketing
companies.
Naturally the source of data regarding your own productsemttes will come from
you and may include the following sources:-
- existing website. An existing website can provide you log fiethe sites
activity. This is cheap and provides valuable data of youriegisind
potential customers. However such log files are highlyilddtand they may
need careful analysis and summarising.
- questionnaires. These can allow you to request data gsatdmnot provide
such as various levels of customer satisfaction
- focus groups where a relatively group can provide very ddtaiformation.
In terms of collecting published market data, you can usmtéeet or hire a
marketing company to collate and analyse the various sfacgou. These can of
course include online and offline methods.

2.9 Using e-commerce to buy goods or services

The use of e-commerce to buy goods or services is comrkooln as e-
procurement. This can cover the integration of thevahg activities:-

- purchase order requests

- purchase authorisation

- ordering

- deliveries

- payments
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An e-commerce procurement system essentially entailg tige internet to search for
the right products at the right price, negotiating and ptporders via the internet
and/or email, generating appropriate authorisation docuraatasatically, and then
converting the authorised requisition into a purchasero@ge the goods have been
received the system can then automatically send payment.

2.10 Summary Examples of Objectives and Strategies
Below are some examples of objectives, targets ane:gkea using e-commerce:-

Objective 1 - Improve profit margins by selling direct te &nd consumer.

Target 1 — Increase current profit margins by 50% overylaos and achieve internet
revenue of £1 million by year three. Use existing targeket.

Strategy 1 — Develop website, linked to additional agerdsraarket place websites.

Objective 2 — Develop revenue from new geographical markets.

Target 2 — Achieve revenue from new market of £1.5 milligiyear two.

Strategy 2 — Develop own website with heavy emphasecymmerce partners in
new markets. Using extensive use of hyperlink marketing paHipet

Objective 3 — Increase revenue from additional retailers

Target 3 — Increase in volume of 25% by year two.

Strategy 3 — Extend website presence into new retaviénancrease in hyperlink
marketing and agents.

Objective 4 — Protect existing customer base by improvingesify.

Target 4 — Increase sales revenue from existing custdme&@% by year two.
Strategy 4 — Extend e-commerce links and service to exististomers by use of
internet services. Lock in major customers by the ugeaafimmerce activities. Eg
use the internet to obtain rapid quality data from custeneeimprove overall quality
to the end consumer.

Objective 5 — Flatten production variations by obtaining neawkets where the
demand is created in current quiet months of the year.

Target 5 — Identify new markets which create demand getanonths. Obtain
increased sales revenue from new markets of £2 millioyelythree. Reduce staff
turnover by 50% by year two. Reduce late deliveries tauatioaners by 50% by year
two.

Strategy 5 — Extend website to new markets to servigettenonths. Link to new e-
commerce partners to service new markets by extensivef igperlinks.

Objective 6 — Improve overall costs by increased use ahtamet for outsourcing
activities.

Target 6 — Reduce raw material costs by 5% by year two.

Strategy 6 — Develop procurement procedure to monitor pnggerformance of
supplier products.

Objective 7 — Increase response to market changes.
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Target 7 — Reduce time taken to identify market changesdiade responsive new
products by 40%.

Strategy 7 — Extend e-commerce to collect market satashgigoroduct and design.
Analyse sales variations and trends. Develop introdudtfiei@w products onto the
electronic product catalogue.

Objective 8 — Increase sales activity from current websit

Target 8 — Increase sales revenue from website by 20% bywea

Strategy 8 — Implement a Customer Relationship Manage(@&N) system.

Identify your attrition rate (the rate at which visgdo your website leave your site at
each stage of the buying process). Use customer exteasluriques to encourage
customers to stay on your website longer and incrtha@sprobability of them making
a purchase. Implement customer acquisition techniqudsaotanore customers and
utilise customer profile data to decide how to action tlev@binfomediarys
(companies who specialise in collecting customer prdéla) can supply vital
information on how to apply these techniques to your business

Finally you can use search engine optimisation to enbateriternet search engines
give your website prominence when customers are searclanigtéinnet looking for
your type of product or service.

2.11 Additional Disciplines - Branding

When selling over the internet, if you are changing femiling to a retailer to selling
direct to the end consumer, you also need to accommitdaselditional disciplines
involved. The major discipline that needs to be looked détail is branding.

A brand is a name used by a customer to associate andyidecmpany, product or
service. It becomes a factor in e-commerce whenewenenerce is being used as a
vehicle to sell a company, product or service. Its impoedies in marketing and
sales and is an additional discipline if e-commerdeeiag used to sell to new
customers, particularly in new markets such as diréattile end customer.

In the furniture industry, some sectors already haverallpeesence which identifies
the company. The companies with the highest brand presamtéot be those who
have complimented their sales to retailers withetwwn retailing activities. So
branding by furniture manufactures is nothing new. Howdwea, furniture
manufacturer who has always relied on a traditiortailez to carry out the branding
activity then selling direct to the end customer can teltare shock.

But the importance of branding varies tremendously depgreh what is being
made. If the product or service is one sold directly tcetieeconsumer without
significant change then branding becomes an importatarfachis is why branding

is already present in some furniture sectors wherautiidre manufacturer makes
the end product. This by definition limits many sectors whke end product is made
later on in the supply chain. In these circumstabcasding of the company becomes
the primary objective.

In those circumstances where the end product or sesvgtgplied, then branding of
both the company and the product or serviced becomes an issue

Company branding.

Company branding is where the name of the manufactuamapany is emphasised.
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It can be very cost effective in that it can influerany product or service delivered
by that company. Its very effectiveness also mearasitd be handled carefully. If a
product or service turns out to be a failure and custoassaciate it with the
company not the individual product or service, then evewglymt or service supplied
by that company can be adversely affected.

Company branding becomes a major factor in businesassiodss e-commerce,
otherwise known as B2B.

Most business to business transactions tend to belamy¢erm than a conventional
end consumer purchase so in that sense company brandirmgftedis normal
business trends.

Only where there is a single product company does the cgnipand also become
the product brand.

Product branding.

Product branding is the name of the product being empbasisell the product. The
most common form of product branding occurs at product riewgérather than the
individual product itself. This of course is to reflect prodeatiations. The product
range branding is normally geared at the target customento meet the particular
needs or desires of that market segment.

Website branding.

In some cases a traditional manufacturer may waptadmote his on-line products
and keep them separate from other types of sales.tIgsitihation a company may
wish to create another identity to control only theioe-kales. This new identity is
normally the website address being used. This allows proage flexibility but
protects the name of the company should the on-lineikefuil. It also allows on-
line marketing to emphasise the website address whicamh@aspact across all the —
on-line products.

2.12 Costing Your Strategy

You now need to check to see that you have a strategig tt@mmercially viable.

The ingredients you need to include are as follows:-

Income — the demand estimates you have calculated fdethand or target section
of the strategy formulation.

Outgoings — Be sure you include website development, shafirtg, customer

service costs, and distribution costs taking into accthantdistribution costs can be
separated from the cost of the product.

If your calculations show that you can achieve your olmed¢hen you can proceed
further. If, however, your figures show losses therstnaegy should be revised.
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CHAPTER 3 - THE RETAILERNOTINCLUDED SYSTEM

If the strategy you have chosen is to sell to thecemdumer, then the
Retailernotincluded system can provide vital assistanbelping to achieve your
aim.

3.1 With a conventional retailer

End
Customers

Manufacturer| Retailer

y

AAAA

Under the conventional manufacturer to retailer to emgemer scenario, many end
consumers provide a stream of demand for products upon#ierne

The volume of supply from manufacturers to retailenméet this demand is normally
via infrequent large orders.

This scenario is further characterised by low profitgires at the manufacturer end of
the chain.

3.2 Without a Retailer

End
Customers

Manufacturer

AAAA

If the manufacturer sells direct to the end consutherend customer demand can be
expected to fall directly upon the manufacturer. Thisndttacally alters the business
model for a manufacturer. The manufacturer sets ttieestomer price and controls
all aspects of sales and marketing directly to the astbmer. Instead of facing
irregular and unpredictable large orders the manufactsifacéd with more regular
small orders. This rise in predictability of demand aiangreater degree of
manufacturing freedom and a greater ability to convert fiadader products to
make-to-stock.

This increased flexibility is enhanced by the costing cataris provided by the
system.

These calculations show the expected production costv@uvo producing low
volume orders.

This allows the manufacturer the option of reviewing dinder volume versus
production cost balance on an ongoing basis.

However, this route will not be appropriate for all praduand it is expected that
some will still require a significant order volume bef@roduction can begin.

To cater for these products it is of course necessaryith@ustomer has some idea
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of the delivery time involved. This need also must take account the flexibility
within the system to achieve the required volume by gamaating orders together
and by the manufacturer bringing production forward by prodwsonge of the batch
guantity to stock.

3.3. Main Features Of System

The primary objective of the software is to allow miaeturers to sell make-to-order
products via the internet. To achieve this the system rieddHil a number of tasks
currently performed by a traditional retailer. Thes&sase as follows:-

3.3.1 Batching

The software will try and combine orders wherever fis$0 maximise production
and order volume. This will operate on the Product Ideatibn and the Product
Family. The software will combine orders for the sdmneduct. It will also link
orders together where the products belong to the samded®réamily. A Product
Family is defined as those products which share a commaufaguring process or
material which reduces the set-up cost of production.ddybining products of the
same Product Family the software takes account of agtdattions in production
costs when these products are manufactured together.

3.3.2 Logistics

The software will take into account the fact that safniie manufacturers may not
be used to distributing their products direct to the end enesuAs a support
mechanism the system will incorporate logistics and digfion options the
manufacturers may use.

3.3.3 Analysis

The software will incorporate sales order analysisoogtio the manufacturers. This
analysis will operate on two levels:-

-analysing the sales of products for a specific manufacture

-analysing all the orders received by the system. Thisrdayabe useful to those
companies seeking to develop new products.

In addition, quality analysis will also be included in gystem.

3.3.4 Carpets

The carpet module allows end customers to specify therdiions of the room, stairs
or space they wish to carpet. The programme then atitathacalculates the square
metres of carpet. Then the user selects which carpegishes to buy and the system
will then calculate the price of that carpet for slggiare metres required. Once
processed the order is then sent direct to the carpetfacdumrer who makes the
selected carpet. The mark up in carpets at a traditianpétretailer is currently
normally in excess of 30%. The above process showa alheaper carpets to the
end consumer and increased profit margins to the manvéacin addition, the
system should be able to process successfully each otdegd since this function is
not dependent on the presence of a matching or similar. orde

3.3.5 Alternative Products

The system also incorporates an Alternatives Predaeture. This is a set of
webpages which contains lists of alternative products whiay be used by
manufacturers if a raw material is difficult to obtdt is expected that selling make-
to-order products will put pressure on the supply chain. y$tes will enable
manufacturers to look at alterative components whiak raduce product lead times
and costs.

3.3.6 Auction System
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This allows Manufacturers to sell products via the irgexme auctions. It is intended
to serve several purposes:-
- allow manufacturers to sell excess production
- assist manufacturers in identifying market prices fodpots by assessing the bids

being made

- assist manufacturers in matching products to markets
3.3.7 The Colour Studio
This allows users to select a colour from a palettee $t@t colour via a name
defined by them, ie my bathroom yellow, and match tbltur against products for a
matching or similar colour
In addition the Colour Studio allows users to identifynm@nious colours which can

then be selected by the user for matching against products.

This facility is unique to the system and is aimed at erdsus want to use colour as
a means of selecting the product they wish to buy.
3.3.8 The Supply Chain module.
This is intended to automate the passing of order and nwdutfg data to suppliers

to help speed up the supplier lead time

3.4 The Scope of the system.

Whilst the system has special features to support sales tmnsumer, it can also

support sales to retailers or agents.

Its basic catalogue structure encompasses the folipfwmiture product types:-

nck

nd

Sector Sub-sector Typical Lead Recommended
Times Sales option to end
consumer.
Domestic Cabinet 2-3 weeks Both make to st
& make-to-order.
Upholstery 8-12 weeks Make to stock
Dining room 2-3 weeks Make to stock and
furniture make to order.
Kitchen 2-3 weeks Make to stock an
make to order.
Bedroom 8-12 weeks Make to stock
Bathroom 2-3 weeks Make to stock an
make to order.
Reproduction 10-12 weeks Make to stock.
Furnishing & 8-12 weeks Make to stock
Interiors
Wrought iron 2-3 weeks Make to stock and
furniture make to order.
Garden furniture 6 weeks Make to stock ar
make to order.
Office Cabinet 2-3 weeks Make to stock an
make to order.
Upholstery 8-12 weeks Make to stock
Tables & chairs 2-3 weeks Make to stock af

make to order.

nd
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Contract Cabinet 2-3 weeks Make to stock and
make to order.
Upholstery 8-12 weeks Make to stock.
Tables & Chairs 1-3 weeks Make to stock and
make to order.

3.4.1 Product Selection

Product selection is an important part of preparinghersystem. The system uses
the concept of Product Families. A Product Family isaber of products that have
a process in common, which if combined together acroskipts, can reduce
production Costs. If we use woven carpets and falsiem@&xample, different
woven carpets sometimes use the same set of warp lfggreduction moves from
one product using a type of seat to another product usingitine seat, the time and
cost of replacing that seat is eliminated and overatyction costs are reduced. The
system calculates the estimated production costs téhkésg factors into account.

It can therefore be appreciated that selecting produtiisthd same products,
allowing the system the opportunity to link orders for produdtis the same family,
is going to be a far more effective strategy thancselg products which are totally
dissimilar.

3.4.2 Data Loading

Data loading can be achieved by the manufacturer using tsgib® methods:-
Direct- Directly onto the website database. This apisosuitable for broadband
users.

Indirect- Data can be loaded onto the users PC firstremdtransmitted to the
website PC once the data loading onto the PC hasfinestred. This option is
suitable for dial up or non broadband users.

3.4.3 Data to be loaded
The transactions included in the system for data |ggealia as follows:-

Add, amend and delete Company Parameters
Add, amend and delete Product Master Data
Add, amend and delete Product Size

Add, amend and delete Product Design

Add, amend and delete Product Colour

Add, amend and delete Product Costs

Add, amend and delete Product Manufacturing Schedule
Add, amend and delete Product Images

Add, amend and delete Product Suppliers
Add, amend and delete Features

Add, amend and delete Colours used.

A list of the data items used by the system is contaméghpendix 1.
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3.5. Going live and running.

Once the data has been loaded and checked a date ishsdtewnanufacturer for
going live.

3.5.1 Standard Order Processing — Make to stock

In this circumstance the user can select a producttler®roduct Catalogue and the
order is sent directly to the manufacturer.

3.5.2 Make-to-order

To place an order the user selects a product from the RrGdtadogue in the
conventional way. The first part of the order placetnsgstem looks conventional to
the user. However, when a product is ordered the sysimities to link orders for
similar products together. This takes into account otlagrerand any prescheduled
production run for the product the manufacturer has supplidftetsystem. The
system then calculates the estimated cost of productithe manufacturer for the
current level of demand. When the system has identifigidthe manufacturer wishes
to make the product the system passes the order datamamidacturer. At that

point the manufacturer takes over and he then confirinedeschedules and details
with the end customers. The manufacturer has fullrobatf pricing.

3.6 The Auction Module

The Auction Module is where the manufacturer cancsétesell a product to the
highest bidder. He specifies what product and what quantinyigiess to sell. A
bidder can then select a quantity and price he wishes tohilf the manufacturer
accepts the bid, an order is created between the biddéhemanufacturer. The
manufacturer then confirms delivery with the customaynient methods can be by
credit card or the standard manufacturing invoice procedures.

Because the sellers are always manufacturers the lmdddrave confidence in the
seller.

It is expected that the Auction Module will be used l®ytianufacturer for the
following reasons:-

- to sell excess stock

- to sell seconds

- to sell experimental lines

- to sell cancelled ordered products

3.7 The Colour Studio

The Colour Studio is a highly innovative part of the systdnch will help to attract

a significant number of customers.

The user can select a colour from a colour palette whiltlact as a target colour.
This is the colour the user wants to match againstusbethen also selects various
types of product which he wants the system to searchsydtem will then search the
product types specified by the user to find any product with ehingt colour.
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Say for example a user has a carpet that he wishmeatt against. He can specify
curtains and chairs to match against. The systemheill search the Product
Catalogue for those products and display the products witéitehing colour to the
user.

In addition to colour matching, the system will also fifgrcomplimentary colours to
the target colour selected by the user. Any of these looemtary colours can be
selected by the user to become target colours for sparpbses.

3.8 The Support Modules

As the title suggests, the system contains some modidedtware that are aimed at
supporting the manufacturer’s activities. These coverifgpparts of sales process
after the order has been passed to the manufacturese Tedules are:-

3.8.1 Alternative Products

This module contains lists of alternative products tihatmanufacturer can use if we
wishes to make an order cannot get his normal compometitse. The manufacturer
can search the lists to find the product type he is lookingrid the screen will
contain a direct link to the suppliers website. Fronh thate he can negotiate a
contract with the supplier.

3.8.2 Logistics
To aid distribution the system will hold depot locatiomsttcan be used by the

manufacturer to store or hold goods. This may play anri@porole in determining
what geographical areas a company can sell into.

3.8.3 Supply Chain Director

This module is used where a manufacturer wishes to passioformation directly
to a supplier. The system will correlate and combinegfit product pieces of
information and send them automatically to the supplier.
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CHAPTER 4 - PREPARATION

Preparation is the vital link between having a strateglybu think is going to work
and developing the software to act as a vehicle for ptauns.
Preparation encompasses the following stages:-
1. Defining the user needs of the website
2. ldentifying how the company is likely to change to make éffease of the
software
3. ldentifying new procedures the company will need to apply.

As can be seen this phase links the needs of the organiaad its management team
with the Project Team who are responsible for carryuiglue projects successful
implementation. It ensures that the differing departmewteds are reconciled into a
cohesive set of company requirements which is used lmenaasure of success for
the project.

4.1 Objectives Of Defining Your Requirements

The primary objective of defining what you want, whethes via a simple checklist
or a complex Definition of Requirements, is the saamel that is to help make sure
you either buy or develop the right system which matgbes needs. The level of
expenditure to achieve this should be cost effectiy®toand to do that it should

bear some relationship to the importance of the sysigmur company and the likely
level of investment in the total system. Put simplgréhis little cost effectiveness in
spending tens of thousands of pounds in defining your neddssfystem cost is
measured in hundreds and it is not critical to your busiri&g the reverse is also
true, if the investment you are likely to make in thstegn is measured in hundreds of
thousands of pounds and the system is critical to youndéssithen investing in a
comprehensive DOR which protects your investment and youndsssis frequently
crucial to success. So what risks do you run if you do notqirgd@r investment?
According to a recent European survey over half of@ihpanies who responded said
they had experienced computer project failures in thegmakthis proportion only
altered slightly when analysed against company sizer@lavhether you are a large
company or a small one, there can be a substankalfrisasting your entire
investment.

To protect your investment you need to:-

Minimise the risk of failure - You need to make sure yay the right software,
running on the right hardware with the right skills to makee you can maximise the
benefits the system can give you.

Find the most appropriate software - If you are considgrackaged software, you
need to identify the software package which is the betst fliour company’s specific
needs.

Ensure that all potential IT suppliers are bidding agaiss#ime criteria.

Identify potential software problem areas per supplier.
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Identify cost per functionality to measure the cog@ff’eness of complex areas of
modified software.

Reduce the total cost of implementation by identifyingrtyeahat is required
thereby avoiding wasted expenditure.

The need to cover the areas above becomes clear doywsider the dangers to you in
either buying or developing the right system. These dangelude:-

Failure — If the system is a failure you could lose youestment and the time taken
for it to collapse is time lost in the race againsirygompetitors. Both can cause
serious problems to your business.

Spiralling costs — If you have not specified the softwanetions accurately
substantial and expensive modifications to the systembeagquired.

Wrong hardware — The hardware used must be adequate to supsgdtéme in the
manner you wish to use it. To do this it must meet theadesof your business
seasonal peaks plus any expansion or growth plans ofiheelss. The main measure
of performance is the response times of the software.

Poor support — To obtain a smooth installation of theegsyst is important that
adequate support is available to your company when you need it.

Alienation of users — After the system is installegel people who will determine the
success of the system are your end users. It is impdintrthey are fully involved in
the selection and implementation of the system gbtke potential benefits of the
system are achieved.

Lack of direction — Any new system should computerigectimpany as it wishes to
operate in the future. If the requirements of users apdrtieents are not co-
ordinated effectively, there is a risk of obtaining feefive software and an
ineffective plan on how it should be used. A DOR is ppastunity to build a
cohesive and co-ordinated IT plan.

By contrast to the above a good Definition of Requiresypnvides an essential tool
in the following areas:

* Cost

A good Definition of Requirements enables you to obtaimparable costs from
potential suppliers reducing the risks of increased castsda due to gaps or
misunderstandings with the chosen supplier. This ssaantial element in
implementing the system on specification, on time @amthudget.

» Getting the right system

This is a basic requirement of the project but in mases the decision making
process can be clouded by opinions rather than fact©R ghould be the agreed
guiding manual for the project. This is extremely impott At the time of making a
decision each department within your company may preféfeaeht system, the one
which normally works best for their department.

» Helps to avoid misunderstand between the company and exgpiplia changing
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world.
This is important in two contexts. Firstly you need ¢oshire that each potential
supplier you are considering is fully aware of what gested of him in all areas of
his involvement. Then once you have selected a systenmgtelhnentation has
commenced you will be initiating a process of changepaksof this process your
users will become more knowledgeable about how computensnake them more
efficient and they will think of enhancements to theeyswhich was not contained
in the DOR. An effective implementation needs towalfor this positive process and
decisions will need to be made in assessing the benkfitsysystem enhancements.
» User confidence in success
This can become more important and frequently more diffio achieve with larger
projects. In the case of small stand alone projeetsiskrs should be able to see
progress as their needs are defined, systems are evaudtdukir system selected in
a fairly quick way. In the case of large corporatequty it is important that users see
project progress even though the progress may be compéaratiow. The DOR is
clear evidence that the views of the users are impdadahe company and that they
continue to “own” the new system.
* Helps your company to evolve its requirements to beaoore efficient.
In depth involvement of end users is a crucial elemeatgafod DOR. As will be
discussed more fully later, the creation of a DORughetimulate users at all levels
into thinking how their jobs could be made easier ancerefficient. This should be
seen as the start of a continuing process at all le&eBirector and Managerial level
the DOR can provide assistance in developing and sustaifiagework for a
cohesive managerial team with common objectives aclodspartments. As the
process moves through the stages of system selecdamplementation, this
positive outlook for change should be continually nuduaed developed.
* Helps to identify what is cost effective and whamas.
If the DOR is structured in such a way as to enalitevace costs per function to be
identified, it is then possible to identify the cost efifeeness of non essential
functions. This is particularly useful in the caséwih list” or non essential
functions which require software modifications to ifulf
» Contractual
It is increasingly common for a DOR to become dagral part of the contract with a
supplier. The basic reason for this is that a goodiein Of Requirements should
provide an accurate basis of the suppliers obligatioreddition, many companies
are recognising the fact that a suppliers normal conimbt#rms are heavily biased in
favour of the supplier. The frequent response to tlascsntract based upon the
principle that the suppliers obligations are to provideeking system which meets
your needs as defined in the DOR with the onus to supplyassagktem resting
firmly with the supplier.

4. 2 How to Define Your Requirements

The areas you should include are contained in the Defiroif Requirements varies
depending on whether or not you are going to develop your websatnally or
externally and the external items.
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Definition of Requirements Checklist

Information You Need to | Explanatory Notes Tick When

Give To Potential Complete

Suppliers

Background A brief description of your company,

(External only) what it does or makes and what your
objectives are of the new system

Description of Tasks The | This description must be in sufficient

Software Must Fulfil detail to enable the potential software
supplier to understand what software
he must supply. A frequent problemiis
lack of detail in the software
description. A useful check is to
compare the description of the main
elements of the system you require,|eg
sales order, production order etc, with
any 1SO9000 (or BS5750)
documentation showing the stages
each element goes through. If any
relevant stages are missing in the
software description, these should be
added.

Training Needs The number of staff in each
department who will need training in
the new system and if the training
needs to take place outside normal
working hours to accommodate
normal work in the implementation.

Commercial Framework | If you wish to obtain fixed price

(External only) contracts from potential suppliers, this
must be clearly stated.

Information on Existing | This should be a description of any

Hardware. relevant existing hardware together
with its software.

Number of users for new

system and output devices

and types.

Any relevant hardware

policy within your

company.

Preliminary Schedule This should specify any time
constraints you may have and indicate
how soon you want the system up and
running and when you wish to start

Transaction Volumes This indicates the approximate
workload expected of the new
hardware. It is normally expressed hy
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stating the number of relevant
documents the system will have to
handle over a given time period eg
number of sales orders per week.
WARNING: The figures you quote
must be those experienced at the
height of any seasonal variations.
These can be several times the
average.

Information You Need
To Obtain From
Potential Suppliers
(External only)

Authors or agents

Some software suppliers write the
own software whilst others act as
agents for software developed by
another company. You should ident
which.

=

fy

Expertise

In the case of a software house act
as an agent, their support expertise
may not be in the same area as the
software they offer. You should
identify the areas of expertise suppg

ing

t.

=

Customer base

How many customers do they hav
both overall and for the particular
system they have to offer you.

Implementation

How many implementation staff do
they have.

Background

How long have they been in busine
and their turnover. You should also
ask for their last set of statement of
accounts to check stability.

SS

Costs

Packaged software

Modification costs

Bespoke software costs

Other software costs

Hardware

Obviously you need to know all the
costs associated with any software
you are being offered. It is advisable
for you to ask for the costs to be
broken down as follows:

The cost of unmodified standard
packaged software.

The cost to modify standard packag
programmes to meet your specific
needs.

Costs of completely new software
required to meet your needs.

Costs of software needed other tha
those specified above to meet your
needs. Eg operating system etc..
The hardware costs broken down in
major components.

=)

[0
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Implementation This is the cost of help you will need
from the software supplier to
implement the system in your
company. It normally
Consists of a number of man days at a
specified cost per day.

Training This is the cost from the software
supplier to train your staff in using the
system.

Maintenance This is the on-going maintenance

costs to you once the system is fully
installed. These costs can be
substantial so it is important they are
identified.

Facilities Does the supplier have the facilities
necessary to carry out training courses
at the suppliers premises.

Hardware description

Software description

Phasing Availability dates of the system being
offered in conjunction with any
phasing required.

If any of the above areas are NOT included, you shoailclear in your own mind
why.

4.3 Defining Your Software Needs

This is the most important section of the DOR andif ts wrong you may buy the
wrong system and waste your entire investment. lttisaity important that this
section is accurate.

The first objective to bear in mind is that a new syss@ould cater for your company
needs both now and for the future.

It should not be limited to the way your company conductsbas today. So the first
thing you need to do is to identify what your company néadthe future are. This
should be done on the following levels:-

1. Corporate strategy.

You need to identify your company’s business strategy ®néxt three to five years
if there is one. If there is no formal strategy iage you will need to identify the
corporate needs of each department covered by the project.

2. The Corporate IT Strategy

The corporate needs identified in stage 1 should thenrbeded into an IT strategy
which identifies the types of systems you need to suppartgarporate strategy.
This can then act as a framework for the softwardseéthe DOR.

3. User Needs
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This section deals with the software needs of your eab dsr the areas covered by
your strategy.

Stages 1 and 3 will be carried primarily via interviews tnedprocesses required are
as follows:

3.1 Information gathering — The objective of this process sht@in information
relevant to the tasks covered by the project. In tHg stages it is important that
you are perceived as a problem solver. This is best achvencouraging the
free flow of information to you with the minimum of cgimaints. In addition you
need to stimulate the user into thinking about how fbbior function can be
improved. This process should not be rushed or attemptateimterview. The
user must be given time to think without excessive tinmestraints. As can be
seen the success or otherwise of this stage will depEmdiyon your skills as a
listener. If you have never conducted interviews beforéhisrprocess, here are
some guidelines to help you:-

* Prepare well before each interview

* Conduct the interview at the users normal place of wWqrssible

* Make sure you have enough time for the interview, dous