




C 0 V E R S TOR Y

Electronic Boutique's Club EB mascot

uppliers elling directl to con umers nUne. uppliers
likely to ell online ar already in th direct fulfillment
bu in and retaile have bad to contend with up­
plier-direct catalog for ears.

There \"ill ahva be a gr up 0 cu t mer that
prefer the c nvenience fa upplier- pecific cata­
log but mo t ar undecided on brand, retail ay.
That ~ here a retailer ability to aggregate many
products under one electronic torefront and adopt
th con umer adv ca y rol com in bandy.

Although bypas ing th middleman may und at­
tractive to some uppliers it isn t easy to maintain an ef­
fective W, b site and c mmerce engine, aid Best Buy'

illen. be added thatBestBuywill need toestablish bet­
ter partnership with uppliers to ful6ll online orders.

It \V nJt be too long be£ re con umers expect on­
line ordering from Be t Buy; a many a 55 perc or of
re pondent to the r tail r online urvey aid they
have already purc a d pr ducts online, acc r ing
to the company. 0

infonnati n. mel2 000 hay igned up to the free ser­

vice. lub memben; are requir d to ubmit pers nal in­
formation relate t general computer and Internet
u age and gaming a well a to their Electronic
Boutique hopping babi .

E1ectroni B urique also plan to tart an nline
mailing Ust to n tify custom daily, weekly or m nthly
about th arrival of new onwar relca , price dr p
and promotion technical tip and upcoming online

ents. CompU A is als revampin its Web it that
custom will be able to conduct side-by-'d pI' duct
comparisons i n up for in-stor train in ela e and

track the hipment of their online productord
Retailers believe their Web sit and retail tores can

complement each ther. An Internet presence can drive

customers into the tore, retaile ay, to ask 6 r a partic­
ular product or ervice and be more infornled about a
product. LikC\vis ,retailers can u e th ites to eter·
mine pr duc in demand what market may ju tify
opening a store or as a training and infonnational tool
for al p pl. onceivably, the infonnati n could
r ach al p opl quicker pecially if it wer tran·
mitted to the P tem. Tn effect the c n umer could
be prequalified befi re coming t the tore.

.Best Buy, for instance expects to pon over product
infonnation from ir AnswerCenter kio ks t i eb
ire. The lei ks, which are I ated in 24 Best Buy tor

provided an interactive way of learning more about
productS and th abiliry t earch and c mpare features.

Rollin out th lei ks natioO\vid w uld have c t t
Buy milli n f d liar n a chanc at a I than
discernable uptick in aI illen said. A c St efIj ctiv

alternative is to put the infonnation online.
ManufaCturer en itivities line another tricky path

for r taile aimin t fully capitalize n the Internet.
Th Good u . would like to offer a wid r variety of
consumer products r. r sal nline but' tricted by i
on umer ctram uppliers.

m suppli beli cond nino onlin sal would
violate traditi nal dealer agreemen based n sal terri·
tory boundari ,saidlli ofTbe Good GU} !. Th re­
tailer site h ~ a mall selection ofproducts that can be
ordered via a toll-free number, butn tonlin The roll-free
number is technically designed for produer orders within
The Good uys!' trading area.

Conversely retailer brush aside concern about

Supplier restrictions can limit the online
offerings of various retailers
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technical products uch service can indud th dissemi·
nati n f informati n on roduct recalls repair rvi

h w-to-buy guid and downl adable updat and bug
fixes for software.

If it' not well designed, user-friendly and intuiti e
a r what the cu tomer expect ,they'll ay ~ rget it.
You've g lt have one hell of a compellin ite to keep

them" c ncurreclJeffRios managerofint ractiv r-
vices for The uys!

Irw n't Ion before retailers can recognize who is

sh ppin on their nline tore, wei me them back and
u est products or seJVic for their peci6c needs.

Elecrroni B utique' Web-based Club EB pr ­
gram for xampl enables members to check out new
oftware releas through demo, downloads and reo

view ,br w i chat room calendar for upcoming
chats with gam and d elopers and receive product

and communications manag r. Gill n i especially c ncemed about intelli ent agent
tecbnology that can belp cu tamers find the cheap t, ay, te1evi ion-p rhap
completely byp ing.Best Buy.

But illen' concerns have 0 far been unfounded. By and lar e, intelli ent

agen hav n t ucceeded. For example, ne agent that searched for CD ,called
Bargain Ender, was blocked by everal retailers from collecting pricing infonnati n
from their ite ,aid icole anderbilt, digital commerce analy tat Jupiter

mmunications, ew York.
Price alone \V n't b enough to w cybe h ppe. erchan will have to

offer election cu t mer ervic and relation hip kills, much like in traditional
retailing and more.

"The one thin that a ignificantportion ofretailers have going for them j brand
name," Vand rbilt aid." ne 0 the thin that di courages people fr m purcha ­
ing nUne i a lack f tru t in th t chnology a well as lack of tru t in the bu in
[ elling online]. There' no nanl ,no physical reference to hold them accountable."

But ofall bu in es trying onlin ellio retailers can have the bi t ob tael
to hurdle addsJim terne, president ofTarget Marketin ,a anta Barbara alif.
con ultant who pecializ in Internet marketing and customer service.

Retailers hav the hard t pr blem beca e they need to ombine what busi­
n -to-busin [marketers] are doin :ease faccess and fast transactions, and th
n ed to combine that with a hoppin experience which online i a rna ive
headache" terne aid.

Bein entertainm online is extremely difficult especiall for targetin a con·
um r marketpla . How do I et mebody attention amidst all the n ise?

The concern 0 tw r tail rs launchin parate Web ites thi year-C rn-
municati n xpo and J&R-undersc re the difficulties m reachin a con umer
audience e1ectr ni ally.

ew ork-based J&R exempli.fi th challco ofa retailer of multiple prod-
uer categ ri .J&R, which ba adjacent tores in I wer Manhattan for a mputen;
e1ectr oi and mll ic, has to design a '00 b it tha appeals to the flashiest tast of
c nsum wh want all the "bells and whi t1 ," and the more subdued and 0-

phisticat d t t f thers aid Rachelle riedman,J&R pr ident.
mmunication Expo a Dalla -area telecommunication and mputin pc­

dalry r tailer. meanwhile. is putting togeth r iW, bite with mor emph i n in­
f, nnati n 1 r CUSt m than for actual transacti n th ugh il will ffer
both, said ichael Flink, senior vice presi ent of merchandisin and advertising.

" urformathasamuchm refa -to-faceban - napproachwithth cust mer,n

Flink said. mmurucati nExpo will launch irs Web ire an infonnati nal t Iin th
third quarter, with th eoronic commerce capabiliti ro follow in th fowth quarter.

terne ugg tha a maj rway retail an add valu t their nlinevenu i
by crcatin databases nraining complete d tails ofevery' pieceofelectronicequip­

ment a CllSt mer wns. a result, the retailer' Internet -te .v th imp i n of
affiniry in a friendly ~ ay.

m eecL seJvi will drive traffic. Three·dimen ional worlds, full-motion video and
animati n are nlyartifice. ust m will truly attracted t h p ifth can receive

service before and after a sale, availabl either on the ir or in follow-up -mail. n

Retailers endure growing pains andjoys ofyoung channe£ whose revenues are forecasted to pass $2 billion this year

lek-Tek's Web page in its in­

fancy three years ago was a

pretty lonely place. Products

otE red were limited to special

merchandise outside the computer retailer's

mainstream lines. Only morsel of product and

company information such as outdated pricing,

were available. An old, clunky mainframe com­

puter that helped Elek-Tek operate its Web site

was mostly to blame.

BY MARIA V GEORGIANIS AND
ALLAN RICHTER

B ut after a sen ofcapital improvements and up cad t its Web ite, koleie
lli.-based E1ek·Tek is poised to make yet another in estment to ta ahcad of

th e1ecrronic cammer e learning cwve. The retailer is r to replace its mainframe
with new techo logy thaL will all w cust mers [Q obtain in ent ry and pri ing in­
fonnation-in almost real time.

em nic commer wing up. "Within th past upl f years, custOmers
have gained much moremterest in the1m met. ral can; rderin nline \If

unheardof.ltsreallycom al ngway,nsaidTtmP w n;,Elek-Tek' 1m m tdirector.

nlin hopping will crack the $2 billi n mark thi y ar ac rding t m
oeecasts. on umer electroni product and comput rs ar rimat d [Q ac ount

r roughly 20 percent of cybersales. The portion rraditi nal brick-and-mortar re-
tail will capture is unkn wn, but certainly more ar gettin n th in£, nnari n
uperhighway for their hare.

Like an techo logy in its infancy, th future f retailmg n the Internet i uncer­

tain. tores are trying to figure our how t creat an effective presence on a medium
wh se future' so unpredicr.abl An th m£ rt f having a well-regarded brand
name i Lempered by concern that nline competi~ n; are only am use-click away.

Funher, man retailers lack the back-room fulfillment capabiliti to handle elec­

tronic mmerce. With ut direct pon 'perience or an abl distributi n infra­
structUre th retailers n to f, rm allian with third-parryfulfillment perati n ,
distributon;, or their uppliers v ride the e-commerce wave.

"It's 'oing t beextremely competitive. We're trying t figure ut h w to et ur­
elves apart rom the crow," aid Mindy illen, Best Buy' interacti e marketing
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On the Edge of theWeb
Technology suppliers are often among the first online

W 'th Cllstomers

who arc the
most likely In­

ternet users, suppliers of com-

puters anu wireless telecom­

mllnialuons products natumlly

wrned to the medium as a mar­
keting tooL Conswnerelectronics
retailers am leam from their sup­
pliers about buildingacompelling

Internet site.

Computer manufacturers

oflcn bundle several months to
II year's worth of free Inrcrnct

access on their desktops and

provide a direct link 10 their

Web site or a particularly con­

sumer-focused S<."gI1lcnt.
Somearc beginning to take ,I

proactive appro:lch by pushing

product or upgmde infonnation
back to consumers' Pes.

IBM's Aptiva owners, for

example, can download the lat­

est update to their software­

upgradable 28.8Kbps modem

and new vims iclentmCiltion files

for ffiM AnciVims from Update
Connector, a free sclVice on the
IBM Global Network.

With consumers' permis­

sion, the service coUects infor­

mation about the system such

as system software. model

number, serial number and

preloadcd applications.

Hewlett-Packard's website

Compaq is pushing infonna­

tion over the Internet to desk­

tops with the PointCast
Network from Compaq, devel­

oped for Compaq by PointCast,
Cupeltino, Calif. PointCast soft­

ware is bundled on Compaq's

DeskPro compmers. The appli­

cation 'broadcdsts' infonnation

about Compaq products, solu­

tions, technology trends and scr-

'6

vice updates, and is available to

Compuq's corporate customers.

With the technology avail­

able, manufacturers could also

usc the Internet to TCmOldydiug-

Paging companies can
trim costs by going direct

OOSClmd rcpairconsumers' desk­
top problems. Retailers could
consider forging allianc(.'S with

manufacturers to pro\~de these

services or improve their own
\,(/eb sites to help customers stuy

in step with technology changes.
Hewlett-Packard. for e>:anl­

ple,hasan I-U)@I-Iomesitethar

provides consumers with a Web

tUlOrial on how to usc the Inter­

net. Ii also offers ideas for cre­

ative computer projects, such as

designing '01 T·shin, and has links
to game lUld news Web sites.

Despite the potentiul for

channel conflict, manufacturers
aren't shying away from direct

s.tIes online. Apple sells bl"dnck.-'d­

merchandise (T·shins, mugs and
the Hke) and some third-party

products; Accr :md Packard Bell
have online factory outlets to sell
dcarunce items and remanufac­

tured or refurbished PCS; Com­

paq sells accessories ltnd

peripherals: Hewlen-PackHrd's

sells accessories, and [BM's sells
hardware and software.

-me Internet is nlso an ideal

conduit forwirelcsstelecommu­

nications services, according to

Alan Reiter, presidelll of Wire­

less Internet &MobileComput­

ing, a Maryland consultant.

"The more complicated

wireless devices become, the

more imponam it is for wireless

operators und vendors to offer

good customer support and to

offer ways that customers can

take better advanrage of these
devices, ~ Reiter says.

While mflny pagers can ac­

cept Internet-generated e-mail,

these services haven't been cus­

tomized so fur, Reiter said. Cus­
tomized services CQuid enable

users to detennine the length of

messages they want sent. the
time they want the messages

delivered or whether the mes­

S.1ges should be sent ~lt all.
~ All of this Cfln be done on

the Web, it can becontrolled on

the Web," Reiter said. Genernl

Services in $cattle, which allows

uscrs to forward messages and

change their passwords on the

Web, is a case in point.

The cost of doing business

has IfIken a sharp upswing for

paging companies, and some
have found the Internet a com­

fortable way to trim costs by

going direc.1. Metrocall, for exam­

pIe, wants to sell alphanumeric

p;1gCrsover the Web, Reitersaid.

NO! (''\'Cl)OlCagra'Sth:u the In­
tenle1 is tlle best chamlCl fordeliver­

ing\\~~ services. Michael Flink,
scniorvicepresidentofmerchandis­
ing ttIl(l advertising at tdecem spe­

cialty retailer Communication

Expo, said the wireless Qltcgory is
too ~market- 00sed~ and behoIcbl

t03 multitudeofcarricr((YJtmas.

~You'd hnve to have carrier

agreements in every market to
do thflt,~ Flink suid. ~ And then

whar's your added value over

the local de-.uer?"

The Intemet presence of cel­
lular agent CeiIMan lmderscores

Rink's point, Reiter ugreed.

uCeliMart's [site] is easy to

get around, but the problem is

they haven't sign~ up alot afro­
lular carriers, ~ Reiter snid. "So

when }OO indicate the ill'('a where

you want service by clicking on a

map ofthe U.$. and then clicking
on aState. often you will find that

there's no service in your afC'd."

-Maria \~ Ceorgiams alld

Alum Richter

ELEX-TEX'S ONLINE JOURNEY

By Allan Rictrter
EIek-Tek is a case study of business and technology in

transition as it strives to keep pace with the world of eIect:ronic
~~.

Before EIek·Tek began upgrading its systems three years
ago, the Skokie, I

JlI.-based

~put"

retailer's web

pageoffe>ed
~few

product choices.
And consumers
had little leeway
to navigate the
narrow site.

Although Elek·Tek offered far fewer SKUs online than in its

stores, updating pricing each day was a tedious task for the
chain. said lim Powers, Elek-Tek's Intemet Director. "We had
to find a way to automate the whole process,H he recounted.

But Elek-Tek couldn't link its outdated mainframe
computer to the Internet site. The mainframe ran highly
proprietary software, incompatible with other operating
systems. So Elek·Tek bought a system with Microsoft's SOL
Server database program.

"Using [a translation process that converts data from
one format to another!. I was able to extract the
information from our mainframe to the SOL database, H he
said. Pricing, specs and the weight of merchandise for
shipping became more accessible.

The setup simptified the process, but it still wasn't enough
to provide customers-mainly business accounts with
revenues of at least $1 miAlion-with real-time pricing and in­
stock information. EIek-Tek still had to endure the slow
procedure of downloading data each night to the server.

The server enabled Elek-Tek to keep its mainframe and
avoid a costly replacement, but the effort was only a
reprieve for the older system. So customers can access
information more quickly-almost in real time-the retailer
now plans to buy a RiSe-based IBM RS/6000 mini
computer to replace its ancient mainframe.

Because Elek·Tek plans to use the new mini computer
for all of its store and corporate sales operations, the
retailer is wary of system bottlenecks. It will avoid
overburdening the system by replicating data every few
minutes from the RS/6000 to the server, rather than
clearing a line of direct access between the two.

What does all this mean in practical tenns7

The speedier process will take key Web·generated sales
information, such as quantity product discounts, out of the
hands of Elek·Tek's MIS department, Appropriately, the
process will decentralize data to account managers.

-tf we have a price change, the next time that $1
million plus account comes into the Web site, their price
is going to reflect that discount. They're not going to
have to wait until the following day; Powers said.

The new system expands the retailer's merchandising

efforts by bounds, but the company is reluctant to estimate

how much business its Web marialting will account for.
, don't have a stated goal. rm allowing that to dictate

itself," said Richard Rodriguez. EIek·Tek's chief executive. "1t
wou6d be fine by me if it took over all of our printed mari<eting."
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