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Delivering Convenience in E-Retail

“Can improvements in delivery logistics fundamentally effect a change from traditional to online retail transactions?”

Introduction

Recent research exploring motivating and deterrent factors for consumers shopping online suggests that reliable product delivery is becoming increasingly important as issues such as security and ease-of-use, are better addressed.

This research considers the role of product delivery (and collection) in the e-shopper’s overall satisfaction with an e-retail purchase and as a contributor to the desire to shop at a particular vendor or online in general. In contrast to much other work in this field, this research takes a narrow focus on delivery and attempts to consider the processes and technology behind reported consumer perception, both successful and detrimental, with the aim of improving understanding of the extent to which e-retail is able to facilitate ‘convenience shopping’. In particular, this research aims to discover whether the delivery component of online shopping transactions, already recognised as important to the consumer (Wolfbinbarger & Gilly, 2003) and subject to wide-ranging technological improvement, is changing in ways that benefit the end consumer sufficiently to cause increased sales.

Although it is widely accepted in the retail press (IMRG, 2004) that timely and accurate deliveries are among the most important aspects of the shopping transaction to consumers, there is little literature that investigates the effect that evolving delivery models have on this and their role in consumer behaviour.

Recent technological advances in delivery systems, such as RFID, have so far fallen short of retail-industry expectations, according to a forum panel session of retail CIOs (Scheraga, 2004), highlighting the business relevance of research that explores the way these advances interact with consumer preference.

This paper in revision DRAFT 1.0 provides background information, definitions and the technology context for proposed research into consumer behaviour in relation to improved delivery logistics, with a review and analysis of the literature in this field.

Background

E-retail is flourishing in the UK with a new all-time sales high in May 2005 with UK shoppers spending over £1.5 billion online during the month, 35.6% (£408 million) more than one year earlier and 13% (£480 million) more than in the previous month (IMRG, 2005). When set in context that this is in contrast to the slowest retail sales growth since 1947, e-retail is clearly an increasingly important sector.

Year-on-year growth in e-retail has been reported and predicted over the last decade, which may help to explain why it has attracted widespread interest and research. As e-retail evolves different aspects of it become prominent as requiring investigation and this is currently true of the so-called ‘last mile’; the final part of the delivery process to the end consumer. Recent research such as Wolfbinbarger & Gilly (2003) shows that issues surrounding accurate and timely delivery of goods is now a primary concern to consumers.

In a retail environment where more and more goods are ordered online, logistics and delivery are likely to have increasing importance on consumers’ perception of convenience and motivation towards shopping online, and therefore this area, the interplay of delivery systems and their changing technology, with consumer behaviour is investigated in this research.

The following section provides a review of the corresponding literature.

Literature Review

The pace of change in e-retail is rapid with a corresponding production and aging of research literature. This review looks at the most recent research across the areas of consumer e-retail behaviour and technology applied to tangible product delivery. In order to keep this review pertinent to the latest material, description of earlier foundation literature to these areas is not included here, though the documents reviewed usually include their own background references to supporting material.

Consumer Behaviour

Much e-retail research considers consumer behaviour in the context of the online shopping experience. For example, interaction with Websites, product suitability in the absence of complete sensory information, and concerns over security are all well covered. In addition, the relationship with the retailer and the influence of brand recognition, trust and individual service has received considerable attention. Much of this literature is useful to set context, but the literature reviewed here is limited to a selection of recent material found to have close fit with the topic of research.

The following summarises the consumer behaviour literature as it applies to this research:
	· Choi & Price (2005)
	Discusses person-innovation fit but within the employee-work domain and therefore has limited applicability. However, it’s framework for implementation behaviour may be adaptable to the consumer context., 

	· Economist (2004)
	Asserts the importance of a Web presence to a organisation’s brand image and offline sales. Opens an interesting ‘selfish customer’ discussion regarding online/offline usage, and touches on convenience as an alternative shopping motivator to simple low transaction costs of e-commerce. This reinforces the importance of convenience, though not applied to any specific aspect of shopping transactions.

	· Fitch (2004)
	Suggests that convenience of e-commerce for food delivery is not necessarily a substitute for the convenience of having a local physical store. This is primarily focused on social exclusion but does raise the idea that e-commerce with any level of service in delivery would not be a perceived convenience for everyone.

	· Foley (2003)
	Reports that consumer complaints in the USA rose dramatically in 2002 and that a major Internet complaint was in regard to failure to deliver or late delivery of purchases.

	· Gefen et al. (2003)
	Uses the Technology Acceptance Model (TAM) in an e-commerce context to show that trust is at least as important as perceived usefulness and ease-of-use. While commonly borne out elsewhere, the importance of trust is further examined to suggest how online trust is built, such as through the use of familiar interfaces.

	· Goldsmith (2002)
	Finds that general innovativeness of the consumer is an indicator of increased frequency of online buying and intent to buy online in the future. This can be considered as a possible segmentation factor for online purchasing and for this study.

	· Jiang et al. (2000)
	Discusses a modified TAM to describe e-commerce usage behaviour, identifying experience and ease-of-use factors as important to utilisation. This is of background relevance to this research. 

	· Joines et al. (2003)
	Considers motivation for Web use with findings related exclusively to online shopping factors such as transactional privacy and information levels. This raises the question here of whether the offline influences on motivation for Web use are sometime overlooked in research.

	· Ker (2004)
	Finds that loyalty increases as convenience increases. Since multi-channel retailers can offer the greatest level of choices and therefore are likely to foster greater loyalty in the customers. This offers direct evidence of convenience benefit.

	· Klopping & McKinney (2004)
	Supports the use of TAM to predict online shopping activity and offers minor amendments. Treats consumer e-commerce as a technology adoption process in a similar way to the position adopted in this research, and evaluates the suitability for both TAM and the Task-Technology Fit (TTF) model to predict behaviour.

The paper acknowledges that these two models were designed for workplace technology adoption and finds that a modified TAM in e-commerce and a combined TTF/TAM model can predict consumer intensions.

This provides source material for the application of these models to the research here, although none of the models examined or proposed have been applied directly to the delivery/collection technology (and the processes it enables) part of the purchase transaction.

	· Langnau (2002)
	Has interesting findings about consumers’ requirement for a standard ordering process that does not gather market information in the guise of an order process, and suggests a growing awareness of online consumers. Accurate picking aided by RFID and weighing are mentioned, and the ‘last mile’ is acknowledged as the remaining area of fulfilment to be satisfactorily addressed.

	· Liu et al. (2003)
	Uses TAM in the context it is often used, to evaluate Website acceptance. This is useful for the application of TAM in delivering attitudinal data, but the emphasis on the Web interface is of limited application here.

	· Sharma (& Gupta (2003)
	Discusses socio-economic influences on e-consumer behaviour. The paper’s main contribution here is to identify a further independent variable for consideration.

	· Van Slyke et al. (2004)
	Considers whether trust is a determinant of consumer’s intentions to purchase on the Web, and investigates innovation adoption through Diffusion of Innovation Theory. As usual, innovation in delivery is not a primary focus, but useful conclusions are drawn that may have general applicability, about for example, perception of complexity as an inhibitor to adoption.

	· Wood (2002)
	Takes a ‘consumer expectation’ approach to evolving retailing that overlaps with the orientation of this research. However, the focus is on social change.

	· Zhang (2004)
	Uses TAM and the Theory of Reasoned Action (TRA) to investigate e-consumers’ behaviour to conclude that online service is a key consideration for vendors. This treatment like many others, focuses on the online interaction the e-consumer has with the e-retailer.


The e-retail consumer behaviour literature does not yet go far towards explaining motivation for online shopping as it is affected by or influences technology implementation in delivery processes and way in which this may shift perception of convenience of the overall shopping experience.

Delivery & Logistics

The most relevant current literature explores the role of innovative technology and business models in changing logistics (for example, Langnau, 2002), and considers the relationship between increased e-commerce activity and distribution models available to traditional and pure-play businesses (de Koster, 2003). However, even in papers that consider the consumer, the emphasis is often on direct effects to the business, evaluating for example, the impact of virtual supply chains in terms of increased efficiencies and reduced costs (Palmer, 2000).

In an attempt to thoroughly investigate the relevant literature, the following is a summary of prospectively relevant material:
	· Auramo et al. (2002)
	Provides an agenda for e-business logistics research questioning how the dynamics of B2B and B2C supply may change through e-business using a Delphi method. There is a suggestion of methodological approach here regarding forward-looking questions, which may be of use to the research topic here where predictions of future activity are being sought.

	· Cigolini et al. (2004)
	Provides a useful summary of SCM-related studies but takes an in-business and business-to-business focus (as is prevalent with SCM) where ‘last mile’ delivery issues are only a part of the concern. This is a pure SCM framework with a systems emphasis.

	· Delfmann et al. (2002)
	Analyses the impact of e-commerce on logistics, and proposes two categories of effects: the rise of e-marketplaces and disintermediation. This gives insight on the changing field for logistics service providers which is useful to context-setting for this research, but does not further the core investigation.

	· Esper et al. (2003)
	Provides useful results regarding home delivery strategies and in particularly relevant to the research here. Disclosure of carrier leads to increased levels of satisfaction and greater willingness to buy, especially where the carrier has a higher level of awareness for the consumer. The paper suggests that a successful online strategy is to offer a choice of carriers. This suggests that consumers who do shop online may have or acquire an awareness of differentiating factors among carriers, and contrasts significantly with findings of online/offline ambivalence, e.g. Fitch (2004).

	· Gibson & Edwards (2004)
	An investigation of the impact of e-commerce on supply chains this paper provides a useful background on the common findings in this area, such as extranets and collaboration. This is a B2B treatment and delivery to the end-consumer is not considered and therefore the work is of marginal application to this research.

	· Koivumaki et al. (2002)
	Suggests that time saved and experience in Web-based shopping lead to increased online purchasing. This considers an ‘electronic shopping system’ to be only the system’s online component, which in itself raises the issue again of whether the offline components are usually ignored as part of the overall system. Following from this, it is interesting to consider the effects of delivery time in the context of this research.

	· Lee (2002)
	Offers a behavioural model based around key findings of consumer requirements, which include secure technology and online customer-service centre, but interestingly there is little attention paid to the offline aspects of the transaction.

	· McKinnon & Tallam (2003)
	Considers the security surrounding unattended home delivery and gives a good synopsis of the types of delivery possible such at communal reception boxes, collection points and workplace collection. The trade-off between security and convenience is examined and the paper acknowledges consumers’ demand for unattended delivery. This offers a good basis for further research into consumer preference concerning the options outlined.

	· Pandya & Dholakia (2005)
	Discusses the need for B2C businesses to recognise that they are marketing innovative services and finds that this has been contributory to may B2C failures. It uses an Innovation Theory framework where compatibility with existing habits is necessary for widespread adoption of innovations and finds evidence of B2C innovation discordance. The paper suggests that ‘the customer’s voice should take precedence over technology’s voice’.

Although the focus is on e-commerce failure, the approach and findings about consumer preference, have good applicability here.

	· Patterson et al. (2004)
	Considers the role of technology on SCM though mainly with regard to information exchange, especially between businesses. As usual, the supply chain and its management have an emphasis outside end-consumer delivery.

	· Punakivi & Tanskanen (2002)
	This paper is embedded in issues of the ‘last mile’ looking at the merits of shared reception boxes for delivery though the emphasis is on return on investment as opposed to consumer perception and shopping motivation. It has application in this research where delivery convenience is in question, although further investigation of the consumer viewpoint along combined with alternatives would be required.

	· Rabinovich (2005)
	This is a SCM-systems-focussed investigation of drop-shipping that provides a technical analysis of the aim of online retailers to provide storefronts without ever touching ordered goods. In the context of the research here, the paper highlights breadth and complexity of SCM science, and its natural disconnect with social science and investigation of consumer behaviour. Further investigation may determine whether the two fields can be usefully applied within one methodology.

	· Saenz Jr. (2001)
	Looks at best practice in e-fulfilment and discusses picking, packaging and returns processes. This paper provides a relatively non-technical overview of best e-fulfilment practice from the business perspective, and is useful for background.

	· Swaninathan & Tayur (2003)
	This is a relatively penetrable discussion of models and key criteria in SCM in an e-commerce context. Again there is no overlap with human interaction.

	· Wan (2002)
	Gives good insight into the views of a global carrier (UPS) about the impact of e-commerce on their business. Increase in the power of the consumer through readily-available information is seen as a major change, and UPS acknowledges most of its activities around the time of the interview focus on e-commerce. The article provides a comprehensive background on the issues and opportunities surrounding the delivery of products ordered online.


The logistics and delivery literature is largely orientated to improving efficiencies and ROI for business with only moderate consideration of end-consumer requirements. The assumption appears to be that an efficient supply chain and delivery process can function in isolation from consumer expectations, as though on-time delivery for example, is the only important criterion. So, although accurate delivery is also acknowledged as a consumer requirement, any prospect of improved processes that technology may offer, such as RFID and enhanced product tracking, do not register as having any bearing on future shopping activity and motivation to shop online.

Conclusion

The literature suggests models that may be used to investigate consumer behaviour in relation to changing technology and potential process chances in logistics and delivery, but none has been applied, or modified and applied, to investigate consumers’ preferences in this area.

The Technology Access Model (TAM) for example, is widely adapted from its workplace setting and used to investigate e-consumer behaviour, but in the literature reviewed here, the emphasis is usually with the product search and ordering process of online shopping systems, where the remainder of the transaction appears not to be treated as an e-shopping activity.

This research intends to treat the delivery portion of online purchases as integral with the remainder of the shopping transaction, a view which becomes increasingly pertinent as delivery processes acquire the potential to become more sophisticated through innovative technology. With delivery as part of the ‘online’ transaction, a more comprehensive perspective on convenience in e-retail shopping can be investigated.
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