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Introduction

As a business owner in Australia you’ve probably been asking yourself for some time whether your business needs to be online. If you’re already online, you probably ask yourself how much you need to spend to optimise your online presence and how best to get people to buy from you online. Gone are the days of questioning whether online is appropriate for your business because whether you’re a retailer, service provider, wholesaler or other business, you will more than likely be feeling the pinch of today’s economic environment.

Do I Need to be Online?

Getting online, and doing it effectively, is mandatory for all Australian businesses. Here’s why…

Running your own Business is Getting Tougher 

Three recent events have significantly impacted Australian business owners’ ability to maintain profitability.


	Dealing with the global financial crisis (GFC) affected most businesses negatively and while Australia narrowly missed slumping into full-blown recession, the GFC had a significant impact on consumer confidence. By March 2011, consumer confidence had fallen to a new nine-month low. Retailers were among the hardest hit, with growth month after month generally reported as being flat at best.

	Partway through 2011, however, confidence began to increase, producing a direct impact on the value of the Australian dollar. As the Australian dollar reached, then exceeded, parity with the US dollar, Australian consumers were given a boost – but this came in the form of renewed confidence in spending the Australian dollar offshore. Forrester Research1 estimates that around 25 per cent of all online spending, for example, is to overseas retailers.

	The growth of the internet and its penetration into the Australian household means around 80 per cent of the population are internet users, according to Forrester. The more people who use the internet, the easier it becomes for them to compare prices.



Is Online a Viable Channel to Help me Grow my Business?

This was the question a lot of Australian business owners began asking themselves in 2010 and 2011. As retailers went to the media and government complaining about the internet’s large negative impact on their business, the media responded by comparing online with traditional bricks-and-mortar stores. The comparison ultimately highlighted the considerable savings available online for Australian consumers. Not only did this bring Australian retailers into the eCommerce debate more vocally than ever before, it also improved consumer awareness of the benefits of online shopping. But online is much more than retail – it also represents opportunities for wholesalers, service providers, professionals and any business owner in Australia to find new customers.


The internet is rapidly changing the way Australians communicate, learn, have fun and shop. There is tremendous growth predicted for Australian eCommerce, and in order to compete, businesses must adapt by integrating online into their multi-channel strategies.

Deborah Sharkey, Vice President and

Managing Director, eBay Australia and

New Zealand Pty Ltd





Let’s look at two reasons why online is one answer to helping grow your business.

eCommerce in Australia is Worth $34 Billion Dollars Annually

It is not only retailers who are beginning to appreciate the possibility that online will help grow any business, rather than cannibalising existing sales. Forrester Research reports that 80 per cent of all Australians (or more than 14 million) over the age of 16 are online, and of these, 54 per cent (or 9.7 million) purchase items over the internet. The total amount spent by Australians online in 2012 is forecast by Forrester to reach over $34 billion, with an annual growth rate of 12.6 per cent. This growth is in stark contrast to bricks-and-mortar retail, which is more or less flat. But this number only represents the dollars processed via online transactions – every day, millions of customers go online to research products and services.


There is no doubt retailers need to respond to current consumer demand by including online eCommerce offerings in their business mix.

Russell Zimmerman, Executive Director, Australian Retailers Association





A conservative estimate for the number of times Australians will conduct an internet search in 2012 is around 80 billion2. That equates to 220 million searches every single day. Of these billions of search terms entered into Australian search engines each year, how many relate to your business? If your customers can’t find you online, chances are they will easily find one of your competitors. Not only could you be losing existing customers, you could also be missing out on tapping into a whole new set of customers.

How are People Finding you Today?

Take a moment to think about how your customers are finding you today. It is likely to be a combination of the following:


	Word of mouth

	Passing trade

	Offline media advertising – television, radio or print

	Offline directories – Yellow and White Pages, industry lists, etc.

	Online directories – search engines

	Other online – advertising, trading platforms



There may be other ways your customers are finding you but unless you ask, you may never get the full picture. Without a clear idea of where your customers look for you, you will have little chance of spending your marketing budget effectively. The point of this is to ask your customers, as often as possible, how they heard about you.

Train your staff to ask them what they are looking for, if they’ve conducted any research about the item, if they use the internet… Your customers are an irreplaceable source of information that can help you improve your business’s sales and profits. Only when you start hearing it from your customers directly will you begin to appreciate the true opportunity that online represents for your business.

How do I get my Business Online?

The writing is very clearly on the wall for Australian businesses and to ignore it will probably result in poor business growth, or perhaps zero or negative growth. Your customers are online and they want to see you there, too. The great news is that getting online doesn’t have to cost you a fortune. In fact, you can begin your online expansion without even having a website, and I will show you how.


eCommerce is increasingly embedded deep into the lives of more and more consumers. A change like this comes along once a generation; every entrepreneur and retailer needs to have a very clear perspective on how to respond to the internet’s challenges and opportunities.

Simon Smith, Director, Quantium Online





I’ve spent over ten years helping Australian businesses get online successfully. Throughout this book, I will show you a variety of options for getting your business online, covering everything you need to know and, more importantly, helping you prioritise which options are the most cost-effective for your business.

In the chapters of this book you will discover how to:


	Get online without a website

	Create an effective website

	Accept payments online

	Pack and send your goods/deliver your service – the logistics of eCommerce

	Build a website that drives traffic from search engines free of charge

	Use advertising to drive traffic to your website

	Use social media sites such as Facebook in your online business

	Use mobile retail in eCommerce

	Provide online customer support – how is it different?



Throughout the book, I will include some examples of businesses that have effective eCommerce strategies so you can pick the best of the best to create your own solution. I’ll speak to some of Australia’s best eCommerce experts and share their advice with you. I will be giving you fun and interactive homework to complete and all of this will culminate, most importantly, in a prioritised eCommerce action plan for your business.

By the end of this book, you will be able to launch an immediate, successful and cost-effective online strategy that will help the growth of your business.


Despite popular arguments, Australian online commerce is alive and well and growing at more than 10 per cent per annum. In the majority of cases, it is small businesses that are driving this growth. With close to 9 million Australians using the internet to buy goods and services, this number will only grow as Australia’s access to broadband internet services improves. PayPal’s research shows that the majority of Australian consumers prefer to ‘Buy Aussie’; there are huge opportunities for Australian businesses to dive into the world of online commerce and to reap success by reaching new customers and increasing their revenue streams.

Frerk-Malte Feller, former Managing Director, PayPal Australia






Homework:



Conduct an internet search on your business name. Make a note of whether it appeared at all and if so, what page and position of the search results you appeared on. Who appeared above or near you?

Next, conduct an internet search for the kind of products or services your business sells. Where are you now? Who performs better than you?
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Third Party Websites

Getting online without having a website – part one



WHAT THIS CHAPTER WILL COVER




	Sell to online customers without having a website

	Outsource all components of the sale to a third party – marketing, payments and logistics

	Sell large volumes of discounted products and services quickly

	The dangers of not ‘owning’ your customers’ transactions

	Protect your brand’s value by clearing excess stock or discounting your service to a restricted number of consumers for a limited time

	Attract new customers to your products or service









You Don’t Have to Have a Website to get Online

Let me start by being very clear: not having a website cannot be your entire long-term eCommerce strategy. It is strongly recommended that every business has its own website because websites are the cornerstone of every eCommerce strategy. Not having a website is like having a business without a name and hoping that customers find you by sheer chance.


Make Online Sales Without ‘Owning’ the Customer

Be aware that some online options allow you to make the sale but hand over ownership of the customer: you are effectively outsourcing all components of the sale to a third party. That third party retains your customers’ contact details, shopping preferences and payment information and therefore retains the ability to make further communications and develop a relationship with that customer. It goes without saying that this is a restricted entry into eCommerce and one that is not sustainable over a long period of time. The aim of any effective eCommerce strategy should be to attract – and retain – new and existing customers because only then can you build loyalty to your business and create cost-effective online marketing campaigns.


Short-term Benefits of Utilising Third Party Sites

If you do not currently have a website, or are finding it difficult to drive traffic to your website, there is a small number of popular options for you to attract customers, and they’re available right now. Every year or so, a brand-new fad sweeps through the online world. It arguably began with auctions around 15 years ago but lately, three types of sites have driven online consumers into frenzied buying activity. Collectively, these are known as group-buying sites. In 2011, a study from Telsyte3 reported that the group-buying market would reach $400 million and was experiencing quarter-on-quarter growth of 72 per cent.


Coupon Sites

Also known as Group Buy or Groupon (named after the most successful US operator), coupon sites have emerged over the past 12 months or so as the most exciting and popular way for consumers to find great deals on products and experiences online. Here’s how they work:


	Consumers subscribe to a coupon site of their choice (most consumers subscribe to multiple sites).

	Businesses provide a large discount to site subscribers, offering their goods or service at the discount rate for one day, or one week only, or offering a limited number until the quantity runs out.

	Consumers receive daily or weekly emails or mobile alerts outlining deals in their local area.

	Together, buyers must usually agree to purchase a combined minimum quantity. Only then will the offer become active.

	The coupon site company takes a percentage of your turnover on the special deal and sends customers a code, coupon or other identifier so you can grant them access to the special offer.



In practice, let’s say I own a bar in Sydney’s CBD. A coupon site salesperson will visit me, or else I can contact the site directly, and between us we agree a special deal for that site’s subscribers – something like 75 per cent off cocktails for three hours one night. The site host then sends an email to all their subscribers alerting them to my deal. Most of these sites work on minimum volume, and will drive significant amounts of traffic to my bar. Large subscriber bases mean that my offer will go to considerably more people than I could manage via my own marketing network. While 75 per cent off cocktails sounds like an incredible deal to customers, I know my cost price of cocktails is 25 per cent, so I will not lose money on this deal. In this case, I hope that people will like my bar so much that they stay beyond the three hours and end up ordering full-priced drinks, or buy food while they are there, or come back another time and pay full price for their drinks, or they tell their friends about my bar and I get more customers that way. It’s a classic retail strategy (known as a loss leader) that generally works very well.

Most coupon sites in Australia operate in more or less the same way. While they are reluctant to publicise their exact subscriber numbers, be sure to ask how big their subscriber base is before you commit to providing a deal. At the time of writing, the five sites that attract the most visitors in Australia are:


	
Cudo (www.cudo.com.au) A joint venture between Microsoft and Nine Entertainment, Cudo attracts over 750 000 unique Australian visitors each month.

	
Spreets (www.spreets.com.au) Working in conjunction with Yahoo!7, Spreets was launched in February of 2010. It attracts around 650 000 Australians each month.

	
Scoopon (www.scoopon.com.au) James Packer’s Consolidated Press Holdings recently made $80 million worth of investments in this and other websites. It attracts around 580 000 Australians each month.

	
Living Social (www.livingsocial.com) With headquarters based in the US, the company began in July 2009 and now appears in 21 countries and, according to Wikipedia, is valued at about US$3 billion. It attracts around 560 000 Australians each month.

	
Groupon Inc (www.groupon.com.au) Another US-based company, Wikipedia reports that it was preparing for a US$25 billion initial public offering (IPO) in 2011 and Google famously missed out on acquiring it for a reported $6 billion. It attracts around 530 000 Australians each month.



Most of these sites have a link that says something like ‘for businesses’ or ‘feature your business’ and the link will take you to directions on how to supply their customers with special offers.

There are some things you need to be aware of before deciding to partner with one of these sites. In a very insightful post published on www.techcrunch.com,4 the author suggested the following factors helped business owners decide whether participating in a daily deal site would be successful or not:


	Make sure you negotiate a deal with the site that remains profitable for your business.

	Have systems in place to keep track of who redeems the voucher, and how much they spend (if possible, try to track future spend of the customer as well).

	Ensure you have a clear understanding of the economics involved – How many customers are you expecting? How much of a discount are you offering? What is your cost structure? Etc.



One of the business owners I spoke to felt that the sales teams from the coupon sites often do not have a lot of online knowledge or experience so he was reluctant to take their advice without doing significant research himself. Always do your homework thoroughly before agreeing to discount your products, and have an accurate business plan calculated to help ensure you will make money from the overall experience, not just give your product away to hungry online bargain hunters with little, or no, benefit to your business.


Who’s doing it well?




	Food and accommodation companies were the first to jump on to the latest eCommerce trend as it allowed them to gauge how much online demand there was for their products.

	Health and beauty businesses also frequently offer services at a greatly reduced rate; most are initial consultations on a service that requires ongoing treatment to be entirely successful. By giving discounts on the first one to three treatments, the business hopes to secure the customer for the full course of treatments.






Private Shopping Clubs

Particularly strong at fashion sales, private shopping clubs began in Europe a few years ago and soon swept through the online world. Some of the best fashion brands in the world have allowed their products to be discounted up to 80 per cent off retail by offering their end-of-line or overstock items to private shopping clubs. This option is generally limited to manufacturers or wholesalers of products, but check with each site to see which categories they specialise in, or what types of businesses they are sourcing products from.

Here’s how private shopping clubs work:


	Buyers sign up to be a member of a shopping club purporting to be ‘private’ or ‘exclusive’. In reality, most will accept anyone as a member or, as a minimum, ask for a friend to refer you.

	Product suppliers provide their unwanted stock at an incredibly reduced rate to clear inventory and free up valuable storage or instore space. This is done at an agreed reduction off recommended retail price, a set flat rate or via a revenue share agreement where the supplier and the club host split the sale price.

	Often the goods are provided to the private shopping club host on consignment, that is, the club does not purchase any items up front, but waits to see how many are wanted by its members before confirming an order with the supplier.

	Club members receive an email offering a range of items at reduced prices for a strictly limited time.

	At the close of the sale, the supplier sends the items to the club’s warehouse and they are then dispatched to buyers.

	Buyers generally have to wait two to four weeks to receive their products but accept this, given the discount they receive.



Most shopping clubs work best for popular, brand-name items. Businesses protective of their brand’s ‘value’ do not like to have masses of product on sale to the general public or in retail stores so prefer to use private clubs to restrict awareness and quantities. It is deemed to be less damaging to the brand’s reputation among consumers.

At the time of writing, the three sites that attract the most visitors in Australia are:


	Ozsale (www.ozsale.com.au) Founded in 2007, Australia’s leading private sales club attracts around 720 000 Australians each month. It recently received a $14 million investment from Insight Venture Partners (who also invested in Twitter).

	brandsExclusive (www.brandsexclusive.com.au) Australian-based private sales club staffed by experienced retailers and eCommerce professionals attracting nearly 600 000 Australians each month.

	buyinvite (www.buyinvite.com.au) This site has over one million Australian members (traffic figures not available).



As with coupon sites, make sure you shop around and weigh up which club is best for your products. Look for clubs that buy products outright so you do not have to worry about being left with completely unmoveable stock, that is, stock that won’t even sell at up to 80 per cent off retail price. Another tip is to find eBay’s top sellers in your category (see Chapter Two) and ask them if they are interested in expanding their range to include your products; most eBay sellers are hungry for more stock, especially wellpriced branded stock from Australian manufacturers and wholesalers.


Who’s doing it well?




	Premium Australian fashion brands were fast to utilise these sites to clear excess inventory (often styles or sizes that did not sell well at retail) from warehouses. This inventory costs more to store than it does to sell at a rate of up to 75 per cent off. Fashion brands are particularly protective of their brand value and use private clubs to protect it by discounting only a selected range to the club’s members for a strictly limited time.

	Electronics manufacturers have recently added their products to the mix, giving private club members more to choose from than just fashion.






Deals Sites

Basically wholesalers or ‘middlemen’, deals sites offer limited (most are daily) deals to their customers on a first come, first served basis. The deal ends when all quantities are exhausted, or at the end of the advertised period. Most will handle the entire end-to-end experience for you, while eBay works with its sellers to promote deals but the seller is responsible for order fulfilment.

At the time of writing, the five sites that attract the most visitors in Australia are:


	eBay (www.eBay.com.au) eBay recently launched two fresh initiatives – Deals (deals.ebay.com.au) and weekly Group Deals (groupdeals.ebay.com.au). eBay works with its sellers to hunt for the best products at the best prices and offers a restricted number for sale for a limited time. Look for the largest sellers in your category and ask if they are interested in selling your products on eBay. Attracts 5.4 million Australians to its site each month.

	Catch of the Day (www.catchoftheday.com.au) A former eBay seller, Catch of the Day has grown in popularity over recent months and now attracts just over one million Australians each month.

	DealsDirect (www.dealsdirect.com.au) Another eBay seller who grew to create one of Australia’s largest e-tailers, DealsDirect sells a large range of products at heavily discounted prices. Recently, James Packer’s private equity firm, Ellerston Capital, invested in the company. Attracts around 900 000 Australians each month.
	


I think it was Shakespeare who once wrote, ‘There is nothing new under the sun’, and in many ways, despite the pioneering digital age we all find ourselves in, I think he was right. A great customer experience has always been the key driver to retail success. And always will be.

Paul Greenberg, Executive Chairman, DealsDirect Group









	Grays Online (www.graysonline.com.au) A predominantly auction-based website that starts all auctions at $9 and charges buyers an additional premium for successful bids. Grays Online has garnered a reputation for offering unbeatable deals on seconds in the appliances and electronics categories, and is a leader in the wine category. Attracts over 650 000 Australians each month.

	OO (www.oo.com.au) This site began selling on eBay then launched OO, which specialises in electronics and homewares. Frequently experiments with sales and deals, attracting around 600 000 Australians each month.




Who’s doing it well?




	Electronics and gadgets are the most common item featured on deals sites. Often the site sources a complete range of products from a manufacturer or supplier and chooses which of the range to heavily discount and feature in sales.

	eBay sellers often provide free postage as an additional buyer incentive, while sites such as DealsDirect frequently offer free delivery if buyers pay with PayPal.








Homework:



Sign up to three third party deal sites (a combination of group buys, coupons and deals sites). Take note of the kinds of products or services that were on sale, the price you paid and the overall experience offered by the third party. Assess whether your business could utilise these sites as an entry point into eCommerce, or as a way to expand your website’s awareness. What margin do you have on your products or services, and how far can you discount and still make profit?
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