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I.  Introduction

“E-commerce is a powerful means to connect the unconnected to global trade”. E-commerce is the online
buying and selling of goods through the internet and is a way to exchange goods and services for money. Short
for “electronic commerce,” ecommerce encompasses all buying and selling that’s done on any digital device or
platform, such as an online store, smartphone, online marketplace, or social media platform. Whether it’s business-
to-consumer (B2C), business-to-business (B2B), or business-to-consumer-business, (B2C2B), or physical or
digital products, these online exchanges can come in many forms and occur across a variety of channels.

Meanwhile traditional retail is the conventional model of selling goods and services through physical
outlets. This could be through physical storefronts where customers go and purchase products at retail shops. This
is extremely beneficial as customers benefit from immediate gratification and personal interaction with sales staff.
Although its very beneficial tradition retail leads to high operation costs, limited geographical reach and extreme
competition making it difficult to achieve a high number of sales. Many store owners are considering omnichannel
strategies and trying to use e-commerce in order to decrease their costs.

Driven by changes in technology and global circumstances, ecommerce is growing — and shows no sign
of stopping. In 2023, retail ecommerce sales accounted for over 19% of overall retail sales worldwide, and Statista
predicts that, by 2027, ecommerce will make up nearly a quarter of total global retail sales. Global retail
ecommerce sales are projected to grow by 39% over the coming years, surpassing $8 trillion by 2027. As of 2023,
online marketplaces accounted for the largest share of online purchases worldwide with Amazon leading the ranks.

In India, revenues of e-commerce companies could triple over the next three years to 504 billion rupees
($8.13 billion). It’s not just Flipkart, Amazon or Jabong anymore, eCommerce has extended its roots to various
sectors of retail, and there are now above three hundred such websites in India. Over the last few years, dozens of
websites have been launched in India to sell everything from books and appliances, to baby care products and
flight tickets. As of last year, online retail sites have acquired a whopping 138 billion rupees as revenue. With
social media at the forefront, eCommerce is backed to be a massive revolution in marketing and sales. India's e-
commerce industry has been on an extraordinary growth trajectory, largely driven by an expanding internet user
base and favorable market conditions. In 2018, the market value of the e-commerce industry in India stood at
approximately $22 billion, and predictions were lofty, estimating it to reach a whopping $350 billion by 2030.
Competition in the Indian e-commerce sector is intense, with both local and international companies vying for
market dominance. As of April 2017, Amazon India led the pack, boasting over $500 million in sales. Homegrown
players like Flipkart and Myntra also held strong positions in the local market. The growth of e-commerce in India
can be attributed to several factors. The digital transformation of the economy and the accessibility of affordable
internet services have been pivotal in boosting digital sales. In 2018, e-commerce sales in India were projectedto
surge by 25%, although a slight dip was anticipated in 2022. Nonetheless, the revenue potential has been on the
rise. In 2018, the average retail e-commerce revenue per user in India exceeded $50 and was estimated to surpass
$75 by 2024.

The most amazing aspect of e-commerce is its ability to impact sales and marketing efforts immediately.
By going online, suddenly a neighbourhood bakery or a home-based consulting service expands its reach to a
national, or even international base of potential customers. Web-based sales know no international boundaries.

In the age of eCommerce, it is almost criminal for a business to not sell online. If an online store can be
compared to an independent retail store, a marketplace is more like a virtual mall. Marketplaces provide an
established platform for sellers to sell their products online but give lower margins in profit as compared to selling
from an independent online store.

Economic Theory
Union Commerce Minister Piyush Goyal recently criticized e-commerce companies like Amazon,
questioning whether their business practices are fair or if they are harming India’s small businesses. Concerns
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have persisted since e-commerce giants entered India in the early 2010s. Amazon's announcement of a $26 billion
investment in India by 2030 has raised questions, especially since its Indian arm, Amazon Seller Services, reported
a 33% increase in net losses last year. Goyal is skeptical about how a company that connects buyers and sellers
can sustain such losses, suggesting that Amazon’s strategy might involve "predatory pricing."

Predatory Pricing and Market Share Domination

Predatory pricing refers to the practice of setting prices so low that competitors are forced out of the
market. In this case, Amazon is accused of offering products at heavily discounted rates, making it difficult for
local businesses to compete. This can lead to a monopolistic scenario where a few large companies dominate the
market, reducing competition and harming smaller businesses.

To illustrate, when shopping for a smartphone, consumers often find better deals online compared to
local stores. This shift has led to a significant increase in online sales, with Amazon and Flipkart controlling a
large share of the market, particularly in the smartphone segment.

The aggressive pricing strategies employed by e-commerce companies pose significant challenges for
India’s small retailers, threatening their survival. Despite regulations meant to protect these businesses, loopholes
and violations by big e-commerce players persist, raising concerns about the overall impact on trade and
commerce in India. The Indian government is considering stricter regulations inspired by Europe’s approach, such
as prohibiting e-commerce platforms from favoring their private-label products over local sellers and limiting how
they use customer data.

However, Amazon and Flipkart are likely to resist these new rules, leading to ongoing debates about
whether these measures will truly create a level playing field or if e-commerce giants will continue to find ways
to exploit the system.

Impact of Predatory Pricing on Brick-and-Mortar Businesses

Predatory pricing can have several detrimental effects on brick-and-mortar businesses, which typically
operate with higher costs and lower margins compared to large e-commerce platforms. Here's how predatory
pricing affects these traditional retailers:

Reduced Sales and Revenue:

When large e-commerce platforms use predatory pricing to offer products at significantly lower prices,
customers are more likely to purchase online rather than from local stores. This shift in consumer behavior leads
to a decline in foot traffic and sales for brick-and-mortar businesses, directly impacting their revenue.

Unsustainable Competition:

Small retailers and local shops often cannot match the heavily discounted prices set by large e-commerce
companies. Their cost structures, which include rent, utilities, staffing, and other overheads, make it impossible
to compete on price alone. As a result, many small businesses are forced out of the market, reducing the variety
of options available to consumers.

Profit Margin Erosion:

To try and stay competitive, brick-and-mortar businesses might lower their prices, which reduces their
profit margins. This is often unsustainable in the long term because these businesses do not have the financial
backing or scale to absorb losses like larger e-commerce companies. Continuous price cuts can lead to a financial
strain that threatens the viability of these local businesses.

Market Monopolization:

If predatory pricing successfully drives many small competitors out of business, it can lead to a
monopolistic or oligopolistic market where only a few large players dominate. Once these large companies gain
significant market control, they can set prices without the pressure of competition, potentially leading to higher
prices and fewer choices for consumers in the long run.

Loss of Community and Economic Impact:

Brick-and-mortar businesses often play a vital role in their communities, providing jobs and contributing
to the local economy. When these businesses close due to unsustainable competition, it can lead to job losses,
reduced local tax revenues, and a decline in the vibrancy of local shopping areas. This not only affects the local
economy but also diminishes the community's social fabric.
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Reduced Customer Service and Shopping Experience:

Local stores typically offer personalized customer service, immediate product availability, and the
opportunity to physically inspect goods before purchasing. As these stores struggle or close due to predatory
pricing, consumers lose out on these benefits. The emphasis on price over service can lead to a more transactional
and less satisfying shopping experience.

Types of ecommerce business models
Generally, there are seven main models of ecommerce that businesses can be categorized into, each
catering to different audiences and types of transactions. Let’s review each type in more detail:

Business-to-Consumer (B2C).

One of the most popular sales models in ecommerce, B2C ecommerce involves transactions made
between a business and a consumer. For example, when you buy shoes from an online retailer, it’s a B2C
ecommerce transaction. Some of the most popular ecommerce businesses today are B2C sellers — think Walmart,
Target, or Sephora.

Business-to-Business (B2B).

Unlike B2C, B2B ecommerce encompasses online sales made between businesses, such as a
manufacturer and a wholesaler or retailer. B2B is not consumer-facing and happens only between businesses. For
example, many popular tech companies — such as Hubspot, Slack, and Microsoft — primarily sell their products
and services to other businesses.

Consumer-to-Consumer (C2C).

One of the earliest forms of ecommerce, consumer-to-consumer involves the sale of products or services
between customers. This can also include any provider that manages a C2C online transaction, such as those seen
on eBay or Amazon. A prime example of a C2C sale is when someone uses an online marketplace, such as
Facebook Marketplace or Craigslist, to sell a good or service to another person.

Direct-to-Consumer (DTC).

A newer model of ecommerce, DTC refers to a business that sells products directly to the end customer
instead of going through a retailer, distributor, or wholesaler. One common example of D2C ecommerce is a
subscription-based brand such as Netflix or Dollar Shave Club.

Consumer-to-Business (C2B).

C2B flips the traditional retail model on its head, in that individual consumers make their products or
services available for business buyers. This could look like a photographer selling stock photos to an ecommerce
business like iStock, or an influencer promoting its ecommerce marketing services to a business.

Business-to-government (B2G)

B2A covers the transactions made between online businesses and government entities or public
administrations. For example, businesses can sell software related to legal documents or social security to local
government agencies.

Consumer-to-government (C2G)

Similar to B2G, C2G ecommerce involves consumers selling goods or services to government
organizations, and a C2G business is any ecommerce company that facilitates these transactions. For example,
utility companies allow home and business owners to make online payments through a government website for
energy-related services like electricity or gas. These businesses help foster better communication between
consumers and government entities by simplifying payment processes and administrative tasks.

Sizes of ecommerce businesses
From small startups to large enterprises, ecommerce businesses can come in all sizes. Let’s look at the
main four we’re likely to come across.

Enterprise

An enterprise ecommerce business is a large-scale organization that often has a more complex structure
and needs. These businesses tend to offer a much wider range of products and services, as well as serve multiple
audiences, including consumers and other businesses.

DOI: 10.9790/487X-2610134865 www.iosrjournals.org 50 | Page



How Has The Rise Of E-Commerce Platforms Affected Traditional Retail Markets... .....

Badgley Mischka, for example, is a sky-rocketing global fashion label serving a wide customer base.
Badgley Mischka is sold in some of the most prestigious stores in the world — from the likes of Neiman Marcus
and Bergdorf Goodman to Saks Fifth Avenue and Nordstrom. With that, the brand needed a reliable, scalable
ecommerce solution to power its online store — and ultimately chose BigCommerce.

“We're breaking our own records month after month,” said Katie Ouaknine, owner of Badgley Mischka
Web. “We've increased marketing, and we have a ton of integrations with a lot of your partners that have just
made our business and our customers more happy, so we're finding a lot of success.”

Mid-market.

Mid-market businesses are exactly what they sound like — in the middle of small, mom-and-pop
businesses and big-name enterprises. While there’s no set standard to identify a mid-market company, the size of
a business can be measured through metrics such as annual revenue, net income, or number of employees.

A great example is Chair King Backyard Store, a Texas-based outdoor furniture retailer. As a large-scale
furniture brand, Chair King offers white-glove delivery and localized selling, which meant it needed a
customizable checkout experience. Turning to BigCommerce, the furniture brand found the features and
functionality to enhance its user experience.

“BigCommerce is a better user experience for our customers, and it's also a better user experience for the
team that's supporting it,” explained Kristen Brown, Director of Ecommerce for Chair King. “It's definitely pushed
us forward even within our space. | think we have one of the more updated websites for the niche market that
we're in.”

Small business.

Small businesses are sole proprietorships, partnerships or corporations that sell products or services and
make less money and have fewer employees than large multinational corporations. The U.S. Small Business
Administration further defines a small business in terms of employment (from 100 to over 1,500 employees) or
average annual receipts over time (ranging from $1 million to over $40 million).

Moore Brothers Wine Company, for example, is a small business making big moves in the ecommerce
space. With BigCommerce powering its commerce engine, the wine company has found the custom functionality
to create robust customer experiences online.

“Now that we’re on BigCommerce, I can kind of relax a little bit and focus on other things,” said Terry
Moore, Operations Manager at Moore Brothers. “Having that integration between all of the data we have and our
point of sale database, and having a website that's comfortable and easy to use for our customers, that's terrific.”

Startups.

A startup is a business or project in the first stages of development, often built by an entrepreneur to
pursue an innovative business model. Typically, a startup has less than 100 employees, however startups are often
defined not by size but by profitability.

Molly Mutt, a company selling high-quality dog beds and crate accessories, is a prime example. With a
lean team and a growing business, the brand needed an ecommerce platform that was fully customizable, easy to
set up, and could scale with the business.

“We've enjoyed developing on BigCommerce because we can customize where we need to, but the base
functionality is rock solid so we can always depend on that,” explained Matthew Coles, Account Director at
Modelic, Molly Mutt’s agency partner. “But then we still have some freedom to do some interesting workarounds
and customizations to make sure that we're servicing the end customer well.”

Benefits of ecommerce
Ecommerce has a number of advantages — from faster buying to the ability to reach large audiences
24/7. Let’s take a look in detail at some of the top perks ecommerce has to offer:

Reach new customers to increase sales.

First and foremost, ecommerce makes it easier for companies to reach new potential customers. Since
our online shop isn’t tied to a single physical storefront, that means it’s open and available to any and all customers
who visit it online.

With the added benefits of social media advertising, email marketing, and SEO (search engine
optimization), brands also have the potential to connect with massive target audiences who are in a ready-to-buy
mindset.
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Scale and streamline operations.

Ecommerce allows businesses to scale rapidly and streamline operations by automating processes,
optimizing inventory management, and leveraging data analytics for informed decision-making. This efficiency
enables companies to reach more customers, reduce costs, and improve overall performance.

Gain customer insights.

Many ecommerce platforms offer native marketing tools to gain deep insights into customer behavior,
preferences, and trends. By analyzing this customer data, businesses can personalize shopping experiences,
improve marketing strategies, and build stronger customer relationships, ultimately driving loyalty and growth.

Sell globally.

As technologies continue to advance and our world becomes ever more interconnected, international
expansion will be not just a choice, but a necessity. Luckily, many ecommerce platforms like BigCommerce are
already aiding merchants today, both big and small, to expand across borders and scale their businesses
exponentially.

Low startup costs for small businesses.

Without a need for a physical store (and employees to staff it), ecommerce retailers can launch stores
with minimal startup and operating costs. And those that run a dropshipping business can even minimize upfront
investment costs.

Personalized shopping experiences.

With the help of new technologies such as artificial intelligence (Al), ecommerce brands can
deliver hyper-personalized online experiences for their ecommerce audience. Showcasing relevant products based
on past purchase behavior, for example, can lead to higher average order value (AOV) and make the shopper feel
like you truly understand their unique needs.

Il.  Literature Review

Dr. Ch. Rama Krishna (2023) in his work “The impact of E-commerce on traditional retail: A
comparative analysis” delves into an examination and comparison of how e-commerce has influenced
conventional retail, shedding light on the obstacles and advantages experienced by both domains. This research,
which aims to analyze and compare the effect of electronic business with the traditional retail, highlights the
challenges and opportunities of these two sectors.

Abdullah Mahmood (2023) in his work “The Impact of E-commerce on Traditional Brick- and- Mortar
Retail Stores” explores how traditional brick-and-mortar retail establishments are affected by e-commerce. E-
commerce has revolutionized the retail sector over the past two decades, posing significant difficulties for
traditional retailers that have traditionally relied on physical shops and in-person interactions with clients. This
study aims to investigate how consumer behavior, industry dynamics, and the state of the retail sector have been
impacted by e-commerce.

Dr. Madhura Milind Kulkarni (2023) in her work “The Evolution and impact of E-commerce on Malls
in India” talks about the transformative impact of e-commerce on the retail landscape in India, with a particular
focus on malls. It adopts a comparative analysis approach to understand changes in consumer behavior, footfall
patterns, and the broader retail industry. Through in-depth case studies, the research offers practical insights from
all owners, retailers, and policymakers to navigate the evolving retail landscape and promote sustainable growth.
Additionally, this paper contributes to the existing knowledge of e-commerce and retail in India, serving as a
foundation for future research in this field.

Rupraoji Satish (2023) in his work “The Rise of 3D E-commerce” explores the challenges and
transformations within the global retail industry, primarily driven by the COVID-19 pandemic and the emergence
of immersive technologies like 3D E-Commerce. It acknowledges the pervasive impact of the pandemic on
various sectors and asserts that despite the difficulties faced by physical stores, they are expected to endure due
to the irreplaceable value of in- person product interaction and customer engagement. The passage also highlights
the integration of immersive technology to enhance the in-store experience, offering hope for traditional retailers.

Kamalesh S (2023) in "Impact of E-commerce on Traditional Business in India" explores the dual impact
of E-commerce and said It creates job opportunities and enhances product quality while intensifying competition
and posing challenges for traditional businesses in India.

Maria Kalyvaki (2023) in "Grocery E-Commerce Transformation" traces the rise of e- commerce in the
grocery sector, particularly accelerated by the COVID-19 pandemic in 2020. The chapter emphasizes the
integration of e-commerce into the food industry, Highlights customer concerns, and advocates for modernizing
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retail models, eco-friendly delivery systems, and supportive urban policies to balance ecommerce growth with
traditional retail and environmental considerations.

Afina Athiyyatul Karima (2023) in his study ” Social Change and Impact of E-commerce on Traditional
Trade” delves into the societal transformations brought about by technological advancements and digitalization,
with a specific focus on the impact of e- commerce on consumer behavior and traditional trade practices.
Employing qualitative description methodology, the research amalgamates theories and data to reveal that e-
commerce presents both opportunities and threats for traditional businesses. It shapes consumer consumption
patterns by reducing interest in traditional markets, promoting heightened consumerism, expanding market access
for traditional businesses, and enhancing their technological adaptability.

Sudheer Chava, Alexander Oettl, Manpreet Singh, and Linghang Zeng (2023) in their study "Creative
Destruction? Impact of E-Commerce on the Retail Sector" which used a dataset of 2.6 million retail workers,
found that traditional retail workers' income decreased by 2.4% in geographically nearby counties, notably hitting
hourly and part-time workers due to reduced working hours. Young and older workers' wages are decreasing in a
U- shaped pattern, and some people are becoming more delinquent on their credit cards, according to the report.
In addition, data from 3.2 million establishments shows a 4% dropin sales and a 2.1% drop in employment at
surrounding stores, with more people leaving, particularly young and small enterprises, and fewer people entering.
These results demonstrate how local labor markets are impacted by e-commerce driven creative destruction.

Rhiannon Lewis and Antje Cockrill (2022) in their work “Going Global—remaining local: the impact of
e-commerce on small retail firms in Wales” summarize the results of several studies on the adoption and
participation of e-commerce by traditional, brick-and-mortar small merchants in Wales. Particularly in the retail
industry, e-commerce is gradually becoming the "normal™ way to conduct business. This study has concentrated
on small and micro businesses in Wales, which are defined as those with between 10 and 99 employees, the results
show that most merchants do not participate in the complex and highly interactive e- commerce solutions that
large companies focus on.

Sivaranjan Murugesan (2022) in his study “Investigating the effectiveness of products in e- commerce
and retail outlets” investigates the transformative impact of e-commerce on traditional markets and consumer
preferences. It specifically explores how individuals express their attitudes toward ecommerce websites and
physical retail stores. To achieve this, the study employs sentiment analysis, utilizing various methodologies and
a combination of primary and secondary data sources. Primary data is directly gathered from individuals, while
secondary data is extracted from e-commerce websites. The research findings indicate that consumer attitudes and
purchasing decisions are influenced by e- commerce websites. Surprisingly, the study also reveals that people
tend to exhibit a more favorable attitude toward traditional retail outlets compared to e-commerce platforms.

Dr. M. Karthikeyan and Dr. V. Vimalnath (2022) in "A Study on Effects of E-commerce on Retail
Industry in India" analyze the transformation of India's retail sector. E-commerce is reshaping consumer behavior,
shifting the focus from physical retailing to online shopping, with significant implications for the Indian economy.

Fengxian Yang and Limei Zhou (2022) in their work “The Influence of E-Commerce Development on
Traditional Retail Industry under the Background of “Internet Plus” “summarizes the development of the Internet
and mobile e-commerce, and talks about a new retail industry that has risen to become a new all-time favorite.
They further discuss the development direction of the traditional retail business which does not seem promising.
Based on the analysis results,it is learned that the turnover of electronic stores and pharmacies is significantly
affectedby the transaction volume of electronic shopping.

Joris Beckers, Simon Weekx, Philippe Beutels, and Ann Verhetsel (2021) in their study "COVID-19 and
retail: The catalyst for e-commerce in Belgium?" examines the shifts in consumer behavior and the responses of
nearby merchants throughout the pandemic, they carried out two surveys. The research emphasizes the departure
from conventional economic geographical perspectives as it proposes a new paradigm for evaluating e-retail
accessibility. The results indicate that COVID-19 offers prospects for greater e-commerce accessibility, but local
businesses' lack of professionalism may make it difficult for them to compete in the growing online market. If
internet purchasing continues to outpace other forms of retail spending after the pandemic, this could potentially
result in the demise of brick-and- mortar stores.

Mohd Zafar Igbal (2021) delves into the impact of E-commerce in his study, "A Study on E- Commerce
and E-Retailing: Analyzing the Factors and Perceptions of Indian Millennials for Online Purchase and its Impact
on Market and Retailers in India." e-commerce's convenience and accessibility have transformed traditional
markets, benefiting consumers with preferences for reasonably priced goods. The study explores the profound
effects of Ecommerce on various marketplaces and retailers, with a focus on Indian millennials, showcasing its
substantial influence on India's business landscape.

Anant B. Sidana and Kamla Nehru (2019) in their study "Impact of E-commerce on Traditional Business
in India" elucidate the dual effects of Ecommerce. On one hand, it has created job opportunities and improved
goods and services. On the other, it intensifies competition and poses challenges for traditional businesses in India.
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Alberto Americo and Antonio Veronica (2018) in their work "The Effect of E-commerce on Employment
in Retail Sector" discusses accounts for macroeconomic variables like HICP and GDP to control for business
cycles and take into account variables like retail sales, e- commerce turnover, internet accessibility, and online
purchases. The research finds a negative association between e-commerce turnover and employment in the retail
industry using a variety of estimate approaches, including IV estimation through Two Stage Least Square,
demonstrating a disruptive effect of digitalization on traditional retail jobs. The Study draws attention to the
uncertainty surrounding whether the expansion of e- commerce will create enough new jobs to counteract the
reduction in employment in traditional retail.

Alberto Americo and Antonio Veronica (2018) in their work "The Effect of E-commerce on Employment
in Retail Sector" looks at how employment in the retail sector has changed over the past ten years in 35 European
countries. They take into account several variables, such as offline sales, business turnover from online sales,
internet accessibility, and online purchases. They arrive at the negative association between company turnover
from ecommerce and employment in the retail industry using several estimating approaches, demonstrating the
disruptive impact of digitalization on traditional retail jobs. It's still unclear, though, if the expansion of electronic
commerce will create enough new jobs to counteract the drop in traditional retail employment due to the paucity
of information on employment in the sector.

Menal Dahiya (2017) explores the impact of E-commerce in the study "Study on E- Commerce and its
Impacts on Market and Retailers in India." Ecommerce has revolutionized traditional markets in India, offering
convenience and accessibility for buyers and sellers. This study delves into the transformative effects on various
marketplaces and retailers, underscoring its significant influence on the Indian business landscape.

Jason Cao, Frank Douma, and Fay Cleaveland (2010) in their study “The influence of E- shopping on
Shopping Travel: Evidence from Twin Cities” identify how e-commerce affects travel in the Minneapolis-St. Paul
metropolitan area. They specifically wanted to determine the association between online and in-store shopping
utilizing a sample of internet users from urban, suburban, and exurban communities.

Tarafdar and Vaidya, (2006) in their study, the role of organizational factors in E- commerce (EC)
adoption in India was examined. The research analyzed four Indian financial firms, using both primary data from
interviews and secondary data sources. The study identified two key factors, management qualities, and
organizational attributes, influencing EC adoption. It found that organizational traits impact adoption in
decentralized organizations, while leadership qualities affect centralized ones. Additionally, attributes like Data
Systems expertise and organization structure were noted as influential in EC adoption.

Viswanathan and Pick (2005) conducted a comparative study on “E-commerce in India and Mexico”,
analyzing various factors affecting its adoption. They considered government policies, legal frameworks,
technology infrastructure, international relations, and the adoption of E-commerce by individuals, businesses, and
governments. The study recommends significant investments in telecommunications infrastructure and the
promotion of a culture of electronic payments and E-commerce to foster economic growth in both nations.

Dasgupta and Sengupta (2001) in their paper on "E-commerce in the Indian insurance industry" compare
e-insurance with traditional offline insurance services. They highlight advantages like niche market opportunities,
first-mover advantages, and cost reduction for customers.

I1l.  Impact On Traditional Retail Markets
Market Share and Sales Impact

Online retailers, particularly in quick commerce, are increasingly encroaching on the market share of
both small and large retailers. Consumers love the convenience of ordering everything from groceries to household
items online and have them delivered quickly. In Bengaluru, A two-store chain ‘s sales are down 20% from a year
ago.

All India Consumer Products Distributors Federation (AICPDF)—wrote to trade and industry minister
Piyush Goyal expressing concerns over the popularity of quick commerce.

Their concerns were simple—quick commerce platforms are increasingly becoming direct distributors
for major FMCG companies, sidelining traditional distributors and threatening the livelihood of small retailers,
the association said.

The unchecked expansion of quick commerce platforms is creating an uneven playing field, undermining
the viability of small “mom-and-pop" stores that have long been the backbone of India’s retail sector, it added.
The association urged the government to ensure the growth of e-commerce is “balanced".

While quick commerce is still a very small fraction of sales trade for fast moving consumer goods—it
cannot be sidelined given its pace of growth.

Quick commerce platforms reported a 77% jump in gross merchandise value to $2.8 billion in 2023, as
per Redseer data. In the same period, e-commerce platforms hit a gross merchandise value of $60 billion, marking
a 22% increase from the previous year, according to estimates by Redseer.
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"In the top-nine metros, quick commerce retailers have a penetration of 8% when it comes to FMCG
(fast moving consumer goods). The number of households availing quick commerce services to buy FMCG
products grew by an impressive 23% in the 12 months ended 31 March 2024," per Kantar.E-commerce now has
a penetration of 23% in the top 9 metros, and has grown at 13% during the March 2024 period.

Penetration refers to the number of households shopping via the platform over a 12-month period. “This
could be the next growth driver for the sector in the coming years," K. Ramakrishnan, Managing Director- South
Asia, Worldpanel Division, Kantar, said.

Initial research is pointing towards kiranas losing out in the top nine cities, said Satish Meena, advisor,
Datum Intelligence. “However, quick commerce is still in its early days. It is concentrated in the metro cities, that
too in specific pin codes. With quick commerce being a zip code-specific phenomenon, it’s likely that kirana
stores in some areas may be affected more than the others. However, quick commerce is witnessing hyper-growth
now and will plateau in the future,” Meena said.

Moreover, Meena added that quick commerce volumes are still smaller than nationwide retail volumes;
so, distributors will remain an integral part of the supply structure.

Quick commerce has come to dominate large cities, with platforms such as Zepto, Blinkit and Swiggy
Instamart expanding their offerings. Fast moving consumer goods firms, on the other hand, are channeling more
resources and advertising to the segment.

Earlier this month, Flipkart's quick delivery service went live in Bengaluru. Big Basket has announced a
complete pivot to quick commerce (10-30-minute deliveries) from slotted deliveries, The Economic Times has
reported.

Zepto operates over 350 dark stores in the country; while Zomato's Blinkit has 639. Zomato, Swiggy and
Zepto declined to address queries linked to distributor concerns. For most, profitability still remains a concern.

Brokerage firm JM Financial, its February report, said quick commerce is disrupting the unorganized
retail channel in India. Neighbourhood kirana stores have drawbacks including limited choice of products,
discounts and operating hours, which quick commerce platforms have the ability to solve, according to the report.

Industry estimates peg that the share of quick commerce sales for large FMCG brands currently stands
at 1-2%; this may, however, double over the near term, according to an April report by Elara Securities. For
smaller brands, the contribution is 7-8%.

“The impact on traditional businesses is definitely much higher," noted Karan Taurani, senior vice-
president at broking firm Elara Capital. “Quick commerce is negatively impacting mom-and-pop stores and
traditional businesses. Modern trade is also feeling the pressure, but the hit to traditional businesses is far greater,”
Taurani said, adding that from a regulatory standpoint, there’s currently nothing in place to counter these
platforms.

Others said quick commerce is seen as a convenience rather than a threat to general trade, as it caters to
time-poor, money-rich consumers. However, it does divert consumer wallet share from modern trade.

“We see that modern trade shoppers have now started ordering a lot of stuff on e-commerce, so that share
of wallet has been diverted, but general trade remains unaffected, because almost 50-60% of India's population
resides in rural and semi urban areas where quick commerce has not reached," said a sales head at a large FMCG
company.

Fig: Store closing flags outside a Toys R Us in Deptford, New Jersey. Despite investments, the chain struggled
to win market share in the age of digital commerce.
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Brick and mortar retailers are struggling because of online retailer's ability to offer lower prices and
higher efficiency. Many larger retailers are able to maintain a presence offline and online by linking physical and
online offerings.

E-commerce allows customers to overcome geographical barriers and allows them to purchase products
anytime and from anywhere. Online and traditional markets have different strategies for conducting business.
Traditional retailers offer fewer assortment of products because of shelf space where, online retailers often hold
no inventory but send customer orders directly to the manufacturer. The pricing strategies are also different for
traditional and online retailers. Traditional retailers base their prices on store traffic and the cost to keep inventory.
Online retailers’ base prices on the speed of delivery.

There are two ways for marketers to conduct business through e-commerce: fully online or online along
with a brick and mortar store. Online marketers can offer lower prices, greater product selection, and high
efficiency rates. Many customers prefer online markets if the products can be delivered quickly at relatively low
price. However, online retailers cannot offer the physical experience that traditional retailers can. It can be difficult
to judge the quality of a product without the physical experience, which may cause customers to experience
product or seller uncertainty. Another issue regarding the online market is concerns about the security of online
transactions. Many customers remain loyal to well-known retailers because of this issue.

Security is a primary problem for e-commerce in developed and developing countries. E-commerce
security is protecting businesses' websites and customers from unauthorized access, use, alteration, or destruction.
The type of threats include: malicious codes, unwanted programs (ad ware, spyware), phishing, hacking,
and cyber vandalism. E-commerce websites use different tools to avert security threats. These tools
include firewalls, encryption software, digital certificates, and passwords.

E-commerce has been cited as a major force for the failure of major U.S. retailers in a trend frequently
referred to as a "retail apocalypse." The rise of e-commerce outlets like Amazon has made it harder for traditional
retailers to attract customers to their stores and forced companies to change their sales strategies. Many companies
have turned to sales promotions and increased digital efforts to lure shoppers while shutting down brick-and-
mortar locations. The trend has forced some traditional retailers to shutter its brick and mortar operations.

Advantages of Online Shopping for Conventional Stores:

e Traditional merchants may now access a worldwide consumer base through e-commerce, which expands their
market reach. Online stores allow businesses to reach clients regardless of their location, eliminating the need
for brick-and-mortar stores.

e The ability to sell online around the clock increases sales potential since consumers can shop whenever it’s
convenient for them. Increased income prospects arise as a result of the sales potential being extended beyond
the constraints of regular store hours.

e Online shopping can save money compared to running a brick-and-mortar store. By shifting their attention to
their online presence, traditional shops may cut costs in areas such as rent, electricity, and manpower. Reducing
operating expenses is another benefit of streamlining inventory management and fulfillment procedures.

e E-commerce platforms offer insightful data and analytics on consumer habits, tastes, and buying habits. With
this data, stores can better manage inventory, develop targeted marketing campaigns, and provide customers
with individualized service.

Disadvantages of Online Shopping for traditional retailers:

1. The retail business is now more competitive than ever before thanks to e-commerce. Established online shops
and new e-commerce companies both pose threats to traditional stores. To stand out in the competitive online
retail landscape, stores must find ways to set themselves apart and allocate resources to successful marketing
campaigns.

2. Problems with the Customer Experience: Unlike in-store purchases, online purchases might not be met with the
same level of prompt attention from sales associates. The in-store tactile experience of handling things or getting
immediate help from trained employees is hard to put into words. To make up for this shortcoming, brick-and-
mortar stores will need to figure out how to improve the online shopping experience for their customers.

3. Logistics and Supply Chain: To satisfy the demands of online shoppers for dependable and speedy delivery,
logistics and supply chain activities must run smoothly. To match the logistical prowess of long-standing e-
commerce giants, brick-and-mortar stores may have to put money into systems, infrastructure, and relationships.

4. Investing in Technology: Keeping up with changing consumer expectations and industry standards necessitates
investing in technology and regularly updating it to adopt and maintain an efficient e-commerce platform.
Online and physical channel integration, website development, and cybersecurity should all be priorities for
traditional shops.

DOI: 10.9790/487X-2610134865 www.iosrjournals.org 56 | Page



How Has The Rise Of E-Commerce Platforms Affected Traditional Retail Markets... .....

Store Closures and Downsizing

The UBS analysts predict that around 45,000 retail stores will close over the next five years, as online
shopping and larger players like Chinese discount-shopping site Temu and Singapore-based fast-fashion giant
Shein become more prevalent. The closures would play into the hands of larger, deeper-pocketed retailers like
Walmart Inc. and Target Corp. and put smaller ones at greater risk, they said. Some 16,500 of those store closures
could come out of the “softlines” retail industry, which sells things like clothing and bedsheets. Department stores
and specialty retailers could be hit particularly hard.

They noted that rising rents, wages and other costs, along with further investments in digital-ordering
capacity, would accelerate closures, adding that a lack of willingness by banks to lend to retailers — a measure
that worsened in the first quarter — could be a precursor to more closures.

Clothing retailer Express Inc. had filed for chapter 11 bankruptcy protection and planned to close dozens
of stores. Bed Bath & Beyond Inc. closed all of its physical stores in the wake of its own bankruptcy last year,
although it still exists online following its acquisition by Overstock.com, now Beyond Inc. And department-store
chain Macy’s Inc. in February said it would close 150 stores in an effort to protect its bottom line and create a
“more modern” business.

Impact on Employment

The retail sector, a cornerstone of the economy, has experienced significant shifts and challenges driven
by various factors, including the COVID-19 pandemic and the rise of e- commerce. Here's a closer look at how
these changes have affected employment:

1. Fluctuations in Employment: In 2017, the retail sector employed approximately 15.8 million workers. However,
it faced a decline of 200,000 jobs between 2017 and 2019, and an additional loss of 160,000 jobs from February
to November 2020. These fluctuations underscore the sector's vulnerability to external factors.

2.Pandemic Impact: The COVID-19 pandemic brought about temporary and permanent store closures, reduced
workforces, and a shift toward online and contactless services for many retailers. Some exceptions, like grocery
stores, experienced increased demand and expanded their workforces to meet customer needs.

3. Labour-Intensive, Low-Wage Workforce: Retail relies heavily on a labor-intensive model, often employing
low-wage and part-time workers who may not enjoy robust social protection measures. The pandemic further
highlighted the economic and social vulnerabilities of these workers.

4.E-commerce Transformation: The rapid growth of e-commerce has transformed the nature of retail jobs.
Traditional retailers faced challenges from online competitors, prompting some to adapt and invest in digital
platforms and services to stay competitive.

5. Projected Job Losses: The retail sector is expected to undergo significant changes in the coming decade.
Projections suggest a potential loss of 587,000 jobs from 2020 to 2030, making it the sector with the largest
anticipated decline. However, certain segments like health and personal care stores are expected to add jobs
during this period.

6. Future Challenges and Opportunities: The retail sector's future holds both challenges and opportunities.
Evolving consumer preferences, technological innovations, sustainability concerns, and the need for workforce
diversity are some of the key factors that will shape the industry. Adjusting to these transformations will be
essential for ensuring sustained success in the long run. In essence, the retail sector, while facing uncertainties,
remains a vital part of the economy. It must navigate a dynamic landscape characterized by shifting consumer
behaviors, technological advancements, and the ongoing need for a diverse and adaptable workforce to thrive
in the years to come.

Impact on Consumer Shopping Behavior

Consumer behaviour have changed drastically over the last few years thanks to the explosion of
ecommerce. Where shopping in a store was once the predominant way to shop, online shopping was already
becoming a preferred way to shop for consumers around the globe and the trend only accelerated during the global
pandemic.

Seventy-four percent of internet users in the European Union shopped online in 2021, says the survey
on Information and Communication Technology. In the US, an estimated 266.7 million shoppers do so online.
Advances in ecommerce are the driving factors behind this shopping evolution. Consumers no longer have to go
out to go shopping. Ecommerce has brought the shopping experience to their fingertips via desktop and mobile
devices, completely changing the way consumers shop.

Shift in Consumer Preferences
Consumer Preferences and Behavior in Online Shopping Online shopping has become an integral part
of our lives, and consumer choices are influenced by several key factors:
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1. Shopping Preferences: A significant 57% of consumers prefer the convenience of online shopping, finding it
more appealing than physical stores. Meanwhile, 31% still enjoy the traditional experience of visiting brick-
and-mortar shops. Surprisingly, 12% of consumers find both methods equally satisfying.

2. Trust and Testimonials: Trust plays a pivotal role in online shopping. A substantial 45% of consumers express
a preference for e-commerce websites that have more testimonials or reviews. This indicates the importance of
social proof in building consumer confidence.

3. Mixed Attitudes toward Clothes Shopping: While consumers generally hold a positive attitude toward online
shopping, their enthusiasm wanes when it comes to buying clothes online. It appears that trying on clothes in
person still holds a special place in many shoppers' hearts.

4. Perceived Risks: Online shopping is not without its concerns. Consumers often perceive it as risky due to fears
related to technology issues, fraud, privacy breaches, and delivery problems. Addressing these concerns is
crucial for e-commerce platforms to build trust.

5. Product Characteristics Matter: The nature of the product matters. Consumers are more inclined to shop online
for products that are standardized, reasonably priced, and packed with information. These characteristics
provide the confidence needed for online purchases.

6. Price Sensitivity: Online shopping tends to make consumers more price-conscious. They are inclined to switch
brands and actively seek the best deals and discounts online. The ease of comparing prices across different
platforms drives this behavior.

7.Health and Eco-Friendly Choices: An emerging trend is the increasing consciousness of health and eco-
friendliness in online shopping. Consumers are making choices that align with their health and environmental
values, seeking products that promote well-being and sustainability.

In this ever-evolving landscape, understanding these consumer preferences and behaviors is vital for both
e-commerce businesses and traditional retailers looking to adapt to changing market dynamics and meet the
evolving needs of their customers.

All customers have similar basic expectations when they shop. They want the products they want when
they want them, and they don’t want to pay too much for them. This is why ecommerce has grown to be the
preferred shopping method for consumers.

Ecommerce gives consumers access to information, the ability to shop on different devices and the option
to share their experiences with others, which has completely altered their expectations and the way they shop.
Customer shopping habits will continue to evolve with technology, and companies will have to continue to adapt
to maintain relevance.

Digital and Mobile Shopping Trends

The biggest impact ecommerce has had on consumer shopping habits is that consumers can shop from
anywhere, anytime. They no longer have to wait until store hours to make a purchase. While the ability to research
and shop online has been around for a while, mobile has taken ecommerce to the next level because shoppers can
use the device at any point during the sales cycle.

By 2025, mobile commerce sales are projected to reach $728.28 billion and make up 44.2% of retail
commerce sales in the US. Consumers use mobile in a variety of different ways throughout the sale cycle,
notes Nels Stromborg, the North America managing director at Retale. These use cases include:

e To discover new products

e To locate products and compare prices
e To create and manage shopping lists

e To make purchases

e To review purchases

The rise of mobile shopping has blurred the line between the physical store and the online experience.
Rather than having two distinct channels, both channels can be used in conjunction to optimise the shopping
experience. Though some of the legacy brick-and-mortar brands have had trouble keeping up with the growth of
ecommerce, it isn’t the kiss of death to physical stores. In fact, big companies like Amazon and Alibaba have
opened up brick-and-mortar locations.

The kiss of death comes when companies are not able to create a seamless experience between online
and offline shopping, explains Tom Popomaronis, senior director of product innovation and business development
at the Hawkins Group. The companies that have been able to make the transition have created apps, optimised
their ecommerce stores, and started selling products through their social media channels.

By doing this, they have given consumers the choice of where, when, and how to shop. A shopper can
purchase a product online at midnight, receive it the next day, and then return it to a physical store if unhappy
with the product. That’s the power of mobile ecommerce — the ability to create a more seamless, omnichannel
shopping experience. It is an experience that customers have come to expect.
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Changes in Customer Experience

The progression of ecommerce has advanced the customer expectations of the companies they buy from.
So, what do customers expect? They expect a seamless shopping experience that is personalised to them — one
that is consistent no matter what device they are using for their shopping or what stage of the buying process they
are in. In addition, people are 40% more likely to spend more than they’d planned if their experience is
personalised.

Richard Kestenbaum, partner at Triangle Capital LLC, says the challenge for retailers is they have to
offer better experiences than they have in the past to motivate customers to come in or make a purchase.
Companies are doing this by creating omnichannel, personalized experiences with content that “resonates,
engages and delights consumers” at every stage of the buying process, says marketing consultant Andy Betts.

Take, for example, GOAT, the mobile sneaker marketplace that lets users create wish lists. Then, when
those sneakers go on sale, or the price drops into the shopper’s target price range, the app sends them a push
notification. The company has created a personalised experience that is driving business, as the company now has
more than 7 million users worldwide.

Consumer Trust and Security Concerns

When companies like GOAT create a great shopping experience, people want to share that experience
with others. Digital marketing has facilitated that sharing and turned shopping into a social activity. What’s more,
consumers today rely on the opinions of others to guide their purchase decisions, and they have immediate access
to those reviews. Anyone on social media can be an influencer for a brand. Social platforms and online review
sites have opened the floodgates for word-of-mouth advertising via product reviews.

Today, 95% of shoppers read reviews before making a purchase. And it does not matter to consumers
that these reviews are from complete strangers. They trust the reviews more than they trust what brands themselves
are saying. That’s why, consumers, not brands, are more responsible now for shaping the perception of a brand,
says Chris Campbell, CEO of ReviewTrackers. These online reviews have become so important that 94 percent
of people have avoided a business because of a negative online review, the company’s research shows.

Retailers have recognised the power of these channels to shape shoppers’ opinions and have begun
engaging with their customers on social media and online review platforms. That engagement has played a big
role in facilitating customers’ desires for more information before making purchases. A side-effect of that
engagement is consumers are more informed than ever before about the products they are buying and the
companies they are giving their money to.

In addition to online reviews, consumers can access product and company information that they can read
and analyse before buying. These better-informed customers are changing the role of salespeople in companies.
These customers’ expectations are higher, and companies are having to change their approach to meet those
expectations.

Before digital media, customers relied on salespeople to guide them on their path to making the best
purchase. Now customers enter stores, online and offline, armed with the information they need to make a
purchase.

Today’s consumers have access to more information, and ecommerce has given them access to products
from around the world. New trade agreements and advances in ecommerce technology has opened the door for
brands to sell outside their domestic markets and customers are bought in. Global cross-border sales are expected
to hit more than $4 trillion by 2027.

While shoppers are willing to purchase products from outside their home country, they still have high
expectations for their online shopping experiences. Cross-border shoppers expect merchant websites to appear in
their native languages and accept local currency and payment methods.

E-commerce Strategies and Innovations

Traditional stores may improve their online presence and set themselves apart from online-only
competitors by implementing a variety of methods designed for the e-commerce era. As an example, consider the
following:

e Develop an Omnichannel Approach: Traditional merchants must develop an omnichannel strategy that
integrates online and offline channels. Retailers may meet the varied needs of their customers by providing a
unified purchasing experience across brick-and-mortar stores, online marketplaces, and mobile applications.
Services like in-store pickups, returns, and exchanges for online purchases are part of this, as is using consumer
data to provide cross-channel suggestions that are tailored to each individual

e Make Online Shopping Easier: Brick-and-mortar stores should put money into making their websites and
mobile applications easier to use so customers can purchase online with ease. This involves making sure the
checkout process is safe and easy, enhancing the efficacy of product searches, and optimizing the navigation of
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the website. Online shoppers may get a better feel for things before they buy them with the use of augmented
or virtual reality (AR/VR) technology.

e | everage Customer Data and Personalization: Traditional merchants may get important insights by
collecting and analyzing consumer data, which can then be used to leverage personalization. Retailers may
increase consumer loyalty and engagement through personalized marketing by learning about customers’ tastes,
buying habits, and other behavioral patterns. Other successful methods of using consumer data to improve the
customer experience include loyalty programs and targeted email marketing efforts.

e Focus on Unique Value Propositions: To stand out from their online competition, brick-and-mortar stores
should highlight their distinctive value propositions. Creating immersive in-store experiences that cannot be
recreated online, delivering exclusive items or brands, or giving outstanding customer service through skilled
personnel are all ways to do this. The key for traditional stores to attract and keep consumers who appreciate
their unique qualities is to recognize and play to their strengths.

e Collaborate with Online Marketplaces or Partnerships: One strategy that traditional shops might employ to
attract a wider audience is to build relationships with well-established online marketplaces or e-commerce
platforms. Making use of fulfillment services, putting items on major online marketplaces, or collaborating with
similar shops to offer bundled products or cross-promotions are all ways to achieve this goal. Partnerships like
this allow brick-and-mortar stores to make use of internet platforms’ marketing and logistical resources while
still reaching their current clientele.

e Invest in Targeted Digital Marketing: Invest in Targeted Digital Marketing: To expand their online presence
and customer base, traditional shops should consider using digital marketing methods. Among these methods
are social media marketing to interact with consumers and raise brand recognition, pay-per-click (PPC) ads to
attract specific audiences, and search engine optimization (SEO) to raise a website’s organic search ranks.
merchants may compete with online merchants for online exposure and customer acquisition by properly
allocating marketing dollars and exploiting digital media.

The Amazon Effect: A Case Study

The Amazon Effect — known as “the disruption of brick-and-mortar stores in the retail market, caused by
a dramatic increase in online sales” — has impacted all retailers. It has also raised customer expectations of what
they can purchase and how companies should behave.

But this disruption of traditional retail businesses has increased in scope since the COVID-19 pandemic
began in 2020. Many customers chose to switch to more online shopping in accordance with pandemic-related
restrictions.

As the Amazon empire expands, its dominance threatens to impact customer retail buying habits more
than business experts originally imagined. Since its origin, Amazon has permanently redefined retail shopping.

To compete with online retailers like Amazon, brick-and-mortar businesses have had to re-imagine their
business model in order to survive. But Amazon is not satisfied with just its dominance in the online world. The
company has also created brick-and-mortar stores like Amazon Go, selling what it expects consumers of all ages
need.

But there is a problem that Amazon presents to a variety of people and businesses. Not every shopper is
happy with online shopping.

If we prefer purchasing food, clothing, cars, books or anything else sold online, we are contributing to
the Amazon Effect. Buying products online is a more convenient shopping experience, which is a major part of
ecommerce’s popularity.

Protection against COVID-19 has also been a consideration for many shoppers. Shoppers were afraid to
step into congested areas like shopping malls and were reluctant to stand next to other shoppers who were possibly
infected with the coronavirus.

The COVID-19 pandemic shuttered many shopping malls and retail stores due to state-mandated
restrictions. Some malls are still fighting to reopen.

But there is a human factor problem with ecommerce. With online shopping, customers cannot always
talk to a human salesperson; they also cannot open a box or touch a product before deciding to purchase it.

In 2018, a Cleo article written by Adam Hughes described how Amazon was perpetrating a “retail
apocalypse.” This article chronicled how over 6,000 U.S. retail stores, such as Sears, had closed over the previous
three years.

During this time, there was no crisis, such as the current pandemic, to change the buying habits of
customers. Also, there wasn’t any crisis in the global supply chains for all their retail products or a transportation
failure within the U.S. in regard to transporting goods to conventional retail stores.

However, online shopping became more common during this time frame as well as stores using their
employees to pick out customers’ groceries or other items for sale. Customers would receive their purchases at
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their front door, or drive up to the curb by a retail store to wait for a store employee to put their purchases inside
the car. Drone delivery by businesses also rose in popularity.

Online retailers like Amazon have now built trust among their customers, who feel comfortable using
online services to purchase what they want.

According to SmartSense, at-home customers consider “free shipping as the most important service when
it comes to ecommerce,” especially during this pandemic. Being able to move online purchases to customers in
hours and days, however, demands a significant amount of data processing. The need to quickly process big data
has had a huge impact on warehouse and inventory management.

Amazon distribution centers are not located close to all of our households, so the speed of this data
processing is remarkable. When retail data management originally began, it took days or weeks to upload customer
orders and delivery information.

However, when you purchase a product today online with Amazon, your order tracking information is
sent to your email inbox the same day, along with the expected delivery schedule. Amazon also uses a physical
display that shows the complete supply chain with the hour of delivery to your home.

Amazon uses a well-coordinated data sharing and data exchange system between a warehouse and
transportation. The company also utilizes technology such as artificial intelligence, autonomous delivery trucks
and drone delivery. The lesson here for other retailers is that to create successful supply chains for 2021 and
beyond, they will need to continually invest in computer and data processing technology.

Amazon has also affected reverse logistics, which involve returning items to retailers. During the
pandemic, some customers chose to order several sizes of products such as shoes or dresses. Later, those customers
return any products that do not fit properly.

Reverse logistics management for supply chains underwent changes to handle the flow of returned goods.
The inventory management of returned items also had to adapt to this type of shopping behavior by customers.

Reverse logistics also involves another category of products — fixing damaged items. This sector of
reverse logistics involves data collection, product repair, and a supply chain that includes a warehouse, delivery
vehicles, and the original manufacturer.

In the Amazon supply chain, this sector involves business intelligence, data management and
transportation integration. It will continue to grow and improve to ensure on-time delivery of products to Amazon
customers.

What Will Amazon Effect Do to Retailers in the Future?

Since 2017, the impact of the Amazon Effect has been reported as undeniable. During this pandemic, the
impact of online retailers such as Amazon has been felt even more in the retail industry. The way customers shop
online today is constantly changing as this pandemic continues into 2022.

Major retailers such as Walmart, Target and Lowe’s seem to be emulating the Amazon model. During
the next few years, it may not be surprising to see a closer connection between Amazon and these big retail players.

The Walmart ‘s shift towards omnichannel: A Case Study

The Walmart household name has made an enormous impact in the retail world of hypermarkets and
experienced immense growth since its humble beginnings in 1962. Operating approximately 11,000 discount
department and grocery stores, Walmart is the largest company by revenue worldwide, with almost US $570
billion annually and 2.2 million employees. The brand’s presence extends to numerous countries and various retail
formats, like warehouse clubs, eCommerce websites, and supercenters.

Since 2015, under the leadership of Doug McMillon, Walmart has made significant and radical changes
to its omnichannel and digital strategy. Investing approximately $1.2 billion in its eCommerce program, the brand
has the customer at the center of its efforts.

Personalized shopping experience

Walmart’s website uses Al and machine learning algorithms to personalize the shopping experience for
users. Based on browsing and purchase history, the website provides product recommendations tailored to
individual preferences.

Augmented reality (AR)

Walmart has dabbled in AR to improve the online shopping experience. For instance, they’ve tested
features that let users take a virtual “try before you buy” approach with certain products, particularly in the
furniture and home decor section.
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Voice shopping and 3D virtual shopping tour

Collaborating with platforms like Google Assistant, Walmart introduced voice-activated shopping.
Customers can add items to their cart using voice commands. At certain points, Walmart has experimented with
a 3D virtual shopping tour, allowing users to navigate through a virtual home and shop for products as they
explore.

Walmart Fulfillment Services (WFS) end easy reorder

Using data analytics, Walmart’s website has a feature that tracks users’ most frequently purchased items
and makes it easy for them to reorder those products in just a few clicks. In addition, for third-party sellers, this
tech ensures that partnered sellers can leverage Walmart’s storage, packing, and shipping expertise, which
streamlines the online buying process for customers.

Walmart+
Walmart introduced its subscription service, similar to Amazon Prime. The tech behind it integrates with
the website to offer subscribers benefits like free shipping, fuel discounts, and mobile scan-and-go features.

Blockchain technology, and order tracking

For certain products, Walmart uses blockchain technology to trace their journey from source to store.
This increases transparency in the supply chain and assures customers of product authenticity. To enhance
customer support, Walmart’s website includes order tracking so that customers can monitor their orders easily.

Future Trends and Predictions

Emerging Trends in E-commerce and Retail

1. Omni-Channel Integration: Retailers are increasingly focusing on seamless integration between online and
offline channels. This trend includes features like click-and-collect, buy online and return in-store, and real-
time inventory tracking across platforms.

2. Personalization and Al: Personalization will continue to be a key trend, driven by Al and machine learning.
Retailers will use data analytics to tailor recommendations, marketing messages, and shopping experiences to
individual customers’ preferences and behaviors.

3. Sustainability and Ethical Shopping: Consumers are becoming more environmentally conscious, pushing
retailers to adopt sustainable practices such as eco-friendly packaging, ethical sourcing, and transparent supply
chains. Brands that align with these values are likely to gain a competitive edge.

4. Social Commerce: Shopping directly through social media platforms like Instagram, Facebook, and TikTok
is on the rise. Influencer partnerships, shoppable posts, and live-stream shopping events are making social
commerce a significant revenue stream for brands.

5. Augmented Reality (AR) and Virtual Reality (VR): AR and VR technologies are enhancing online shopping
experiences by allowing customers to virtually try on clothes, preview furniture in their homes, or experience
products in a 3D environment, reducing the uncertainty of online purchases.

6. Subscription Models: Subscription services for products ranging from fashion to groceries are growing in
popularity. These models create recurring revenue streams for retailers and provide convenience and
personalized options for customers.

7. Voice Commerce: The use of voice-activated devices like Amazon Alexa and Google Assistant for shopping
is expected to increase. Retailers are optimizing their platforms to support voice searches and purchases,
making shopping even more accessible.

8. Faster and Smarter Logistics: Innovations in logistics, such as drone deliveries, autonomous vehicles, and
more efficient last-mile delivery solutions, are becoming critical as consumers demand faster and more reliable
shipping options.

9. Enhanced Payment Options: Digital wallets, Buy Now, Pay Later (BNPL) services, and cryptocurrencies
are expanding the ways consumers can pay. Retailers are adopting these flexible payment options to cater to
diverse customer preferences.

10.Experiential Retail: Physical stores are evolving into experiential hubs where customers can engage with
brands in immersive ways. This trend includes interactive displays, in-store events, and unique in-store
technologies designed to create memorable experiences.

Predictions for the Future of Retail Markets

1. Rise of the Metaverse: The metaverse is poised to transform retail by creating virtual marketplaces where
consumers can shop, interact, and experience products in immersive digital environments. Brands are expected
to invest in virtual stores and digital assets (like NFTs) to engage with the next generation of shoppers.
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2. Expansion of Direct-to-Consumer (DTC) Brands: The DTC model will continue to grow as brands bypass
traditional retail channels to build direct relationships with consumers. This trend allows for better control over
brand experience, pricing, and customer data.

3. Increased Adoption of Al and Automation: From chatbots and virtual assistants to automated inventory
management and customer service, Al will increasingly drive efficiency and enhance the customer experience
in both online and offline retail.

4. Growth of Contactless and Autonomous Shopping: Autonomous stores using technologies like RFID,
computer vision, and 10T (e.g., Amazon Go) will become more prevalent, offering contactless and cashier-less
shopping experiences that save time and reduce friction for consumers.

5. Localization of Retail: Retailers will focus on hyper-localization strategies, offering products and services
tailored to specific regions or communities. This trend includes local sourcing, regionalized marketing
campaigns, and personalized in-store experiences based on local preferences.

6. E-commerce for B2B: The B2B e-commerce market is expected to expand significantly, driven by digital
transformation in business procurement processes. Businesses are seeking the same convenience,
transparency, and efficiency in their purchasing experiences as consumers do.

7. Emphasis on Cybersecurity and Data Privacy: As e-commerce grows, so do concerns around data security
and privacy. Retailers will need to invest heavily in cybersecurity measures to protect customer data and
maintain trust, especially as regulations tighten globally.

8. Greater Focus on Health and Safety: Post-pandemic, consumers are more conscious of health and safety,
which will continue to shape retail practices. This trend includes the ongoing demand for contactless shopping,
robust hygiene practices, and innovations in health-focused products.

9. Adoption of Blockchain for Supply Chain Transparency: Blockchain technology is likely to play a larger
role in enhancing transparency and traceability in the retail supply chain, helping to build consumer trust and
combat issues like counterfeiting.

10.Continued Growth of Mobile Commerce (M-Commerce): With increasing smartphone penetration and
improved mobile shopping experiences, m-commerce will continue to grow. Retailers will need to prioritize
mobile-first strategies, including mobile-friendly websites, apps, and payment solutions.

Challenges and Limitations

Traditional retailers face several challenges when competing with e-commerce, including:

e Customer Convenience and Expectations: E-commerce platforms offer the convenience of shopping from
anywhere at any time, along with easy product comparisons and fast delivery options. Traditional retailers
struggle to match this level of convenience and meet the evolving expectations of tech-savvy consumers.

e Price Competitiveness: E-commerce platforms often have lower operating costs and can offer discounts, flash
sales, and dynamic pricing strategies. Traditional retailers, burdened with higher overhead costs such as rent
and staff wages, find it difficult to compete on price.

e Inventory Management and Variety: E-commerce platforms can stock a vast range of products and use
sophisticated inventory management systems. Traditional retailers are limited by physical space and often
cannot match the variety or flexibility in stock management.

e Digital Presence and Technology Integration: Many traditional retailers lack a strong digital presence or
struggle with integrating technology into their business models. This includes challenges with creating user-
friendly websites, mobile apps, or offering digital payment solutions, which are now expected by many
consumers.

e Supply Chain and Logistics: E-commerce companies have streamlined logistics and supply chain processes
that ensure quick delivery and efficient returns. Traditional retailers often face challenges in logistics,
particularly in offering same-day or next-day delivery, which has become a standard expectation in e-commerce.

e Personalization and Customer Engagement: E-commerce platforms leverage data analytics to provide
personalized shopping experiences, targeted marketing, and recommendations based on user behavior.
Traditional retailers often lack the necessary data infrastructure and analytical capabilities to offer similar
personalized experiences.

e Marketing and Reach: E-commerce companies can utilize digital marketing strategies like social media,
search engine optimization, and influencer marketing to reach a broader audience at a lower cost. Traditional
retailers typically rely on more expensive and less targeted advertising methods like print, TV, or in-store
promotions.

e Changing Consumer Behavior: There has been a significant shift in consumer behavior towards online
shopping, driven by factors such as convenience, wider product selection, and better deals. Traditional retailers
struggle to adapt quickly to these changes and maintain foot traffic in their physical stores.
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e Cost Structure: Traditional retailers have significant fixed costs associated with maintaining physical
storefronts, which include rent, utilities, and maintenance. In contrast, many e-commerce businesses operate
with lower fixed costs, which allows them to invest more in digital growth and customer acquisition.

e Adaptation to Trends: E-commerce platforms are often quicker to adapt to new market trends and consumer
demands due to their flexible business models and direct access to customer data. Traditional retailers may find
it challenging to pivot or adapt their product offerings and marketing strategies as quickly.

e To remain competitive, traditional retailers need to enhance their digital presence, optimize their supply chains,
and explore omni-channel strategies that combine the strengths of both physical and online shopping
experiences.

Policy and Regulatory Considerations

E-commerce in India is a rapidly evolving sector with significant benefits, but it also presents certain
challenges and risks. To ensure fair practices, protect consumers, and address various concerns, India has
introduced recent policy changes and proposed regulations:

Consumer Protection (E-Commerce) Rules, 2020 (Effective Since July 2020)

1. Product Information: E-commerce entities are required to provide clear and accurate information about the
products or services they offer. This includes details such as the country of origin, expiry date, warranty, and
return policy.

2. Price Manipulation: Rules prohibit e-commerce entities from manipulating prices, offering excessive
discounts, or engaging in predatory pricing practices.

3. Non-Discrimination: E-commerce entities are not allowed to discriminate between sellers or consumers within
the same category.

4. Grievance Redressal: To safeguard consumer interests, e-commerce platforms must establish a grievance
redressal mechanism. This involves appointing a nodal contact person and a grievance officer.

5. Data Protection: Compliance with the Information Technology Act, of 2000, and its related rules regarding
data protection and security is mandatory for e-commerce entities. Draft E-commerce Rules (Announced in
June 2021)

6. Sale of Banned or Unsafe Goods: The draft rules emphasize that e-commerce platforms should not sell goods
or services that are banned, counterfeit, or unsafe.

7. Use of Consumer Data: E-commerce entities are prohibited from using consumer data to gain unfair
advantages or to influence consumer choices adversely.

8. Country of Origin: To promote fair opportunities for domestic products, e-commerce platforms must display
the country of origin and suggest alternatives where applicable.

9. Misleading Practices: E-commerce entities should refrain from allowing misleading advertisements, or
manipulating reviews, or ratings to maintain trust and transparency.

10.Compliance Officers: The draft rules introduce the requirement for e-commerce platforms to appoint a chief
compliance officer, a resident grievance officer, and a resident cybersecurity officer to ensure adherence to
regulations.

These policy changes and proposed regulations are geared toward creating a fair and transparent e-
commerce ecosystem in India. They aim to protect consumer interests, prevent unfair trade practices, ensure data
privacy and cybersecurity, and promote healthy competition. As the e-commerce sector continues to grow, these
rules play a crucial role in shaping its future landscape.
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