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Electronic Commerce: The Small Business Experience in Canada

Saul Goldman, owner of Velotique (http://www.velotique.com/), a retailer specializing in cycling-related merchandise, believes that e-commerce is a boon to small business.  “It gives little guys the same presence as big companies . . . it’s a tremendous tool,” he says.  Conducting business over the Internet enables Velotique to keep in tune with customer demand.  “This is a self-correcting environment,” explains Goldman.  “You get immediate feedback, the kind you don’t get from any other medium.”

For the business-to-consumer market, the main use of the Internet in the near future will continue to be advertising and marketing. Proof in Advance (http://www.proofinadvance.com/) markets learn-as-you-drive audio cassettes on the Internet.  For convenience and unlimited shelf space, company president Michael Smythe finds a Web site very useful.  For example, counter-top displays can only accommodate 16 items at any given time.  Yet in the digital world, Proof in Advance can showcase its entire 80-title collection.  Audio cassettes are sold at gas stations, pharmacies and other high-traffic retail outlets across North America.  To build traffic on its virtual counter-top, Proof in Advance began adding its Web address to the back of each cassette in the Fall of 1997.  This marketing strategy has expanded retail distribution beyond the borders of North America.

One of the key advantages of electronic commerce is for small businesses servicing microniches.  Tide’s Point Marketplace (http://www.tidespoint.com/) only sells crafts and specialty items made in Newfoundland.  Because the worldwide market for such items is relatively small, it is essential that a company like Tide’s Point Marketplace be able to access the entire global market.  The Web site currently receives about 200 visitors a day.

Obsolete Automotive (http://www.sarnia.com/obsolete) offers auto parts for purchase to owners of discontinued classic vehicles such as the vintage MGA, MGB, Triumph, Austin Healey and Jaguar.  

The Inuit Art Foundation Web site (http://www.inuitart.org/) showcases a full range of Inuit art and crafts from across the Canadian Arctic.  Purchases can be made by e-mail, fax, mail order and telephone or at one of two Ottawa locations.  Customers can also subscribe to the magazine Inuit Art Quarterly, or order a multimedia kit which provides a comprehensive overview of life in the North.

Musiknet (http://www.musiknet.com/) also caters to a specific market, namely the market for francophone music.  André Grenier, Vice-President, explains that since his store is located in a remote area, he wanted not only to expand his clientele in his own region, but also to tackle the francophone market outside Québec.

Dragonfly Toy Company (http://www.dragonflytoys.com/webdragonca/main.nclk) fills the market void for play-based therapy.  The company provides children who have special needs with toys to suit their individual requirements.  Customers submitting a child’s personal developmental profile will trigger the on-line catalogue to search for recommended toys.  “Three and half percent of the population is considered disabled.  That translates into a $4.5-billion market in the United States alone,” explains Lee Doerksen, Vice President.  However, the company’s partners quickly realized that a physical location wouldn’t work because their clientele was so widely dispersed. 

Of course, the ultimate microniche is the “market of one”.  Product customization is another key advantage provided by electronic commerce.  The Web site of the company Pleau (http://www.pleau.qc.ca/) allows customers to custom-design their own winter hat, including choice of material, model and size, and then pay for the item electronically.

However, the Internet does not only have to be used to attract distant buyers.  In Canada, 90% of disposable income is spent at shops and services in the consumer’s immediate neighbourhood.  That’s why so many advertising dollars are funneled into flyers, the Yellow Pages and local media.  Since September 1998, Pla.net Today Inc. (http://www.planettoday.com/) has been the first on-line operation aimed specifically at neighborhood business.  The company is targeting 62 cities in Canada and the United States for its neighborhood directories.  Subscribing businesses benefit from the ability to buy space on the Web site when and where they need it.  Consumers benefit from being able to shop for specials, peruse restaurant menus or examine merchandise on-line 24 hours a day, seven days a week.  They can even access Little League baseball schedules and movie listings.  Pla.net will focus on neighborhood sizes of about 250 000 people.  

Another advantage of on-line retailing is timeliness.  For a small business, the cost of continually updating catalogues can be prohibitive.  Brian Twomey, co-owner of T&T Seeds (http://www.ttseeds.mb.ca/) explains, “Right now, over half of our printed catalogue is obsolete because we’re out of stock.  You can’t update a print catalog, but you can easily update a Web site.”

Similarly, electronic commerce allows for creative distribution that overcomes factors such as distance and complex logistics.  If a customer is on holiday and needs a medical prescription filled, they can order it on-line from Glebe Apothecary’s Web site (http://www.apothecary.on.ca/) and it will be delivered to their vacation spot.  All the Glebe Apothecary needs is a signed prescription from a Canadian doctor on file.  

Small retailers can use their Web sites to creatively market tangible goods that have an electronic equivalent.  Coach House Books (http://www.chbooks.com/) sets up electronic versions of their books on their Web site.  Far from reducing the demand for printed books, the electronic books have actually been good for business: “We find people read half a book on-line, decide they like what they see, and then buy it,” explains managing editor Hilary Clark.  The on-line books are fully searchable, illustrated in colour and accessible to visually impaired readers via Braille readers and voice synthesizers.  Some feature animation.  “You can do innovative things on-line that just can’t be duplicated in hard copy,” explains Clark.  

Similarly, Musiknet’s Web site (http://www.musiknet.com/) allows buyers the opportunity to listen to CD’s before purchasing them.  

Electronic commerce also makes available a much wider range of professional services and expert advice than had previously been available to consumers.  One small company, Mediconsult (http://www.mediconsult.com/) offers medical advice to consumers for a fixed fee.  Consumers fill out a questionnaire detailing the advice they are looking for and receive a customized report within a few days that responds to their request.  The company maintains a consultant network of top medical specialists from around the world.    The Web site also includes a wealth of free medical information with links to other related Web sites.  

With an estimated 78 percent of electronic commerce currently being conducted between companies, Foodservice Exchange Inc. (http://www.foodservice-exchange.com/) has established a business-to-business Web site that allows food service distributors, manufacturers and operators to market and sell their respective products and services.  The concept of an electronic “exchange” where buyers and sellers interface to make deals is of course not a new one, but with the e-commerce explosion the concept could conceivably be extended to a whole new range of product sectors and small companies will be the key beneficiaries.
The advantages of e-commerce are such that companies such as Yarn Forward (http://www.yarnfwd.com/), a Kanata-based yarn shop, began as an Internet business and only later opened a retail location.  According to owner Helen Gunther, “The Internet is very cost efficient.  We set up with little overhead and didn’t have to put out money for rent or staff.”  This doesn’t mean that setting up an electronic commerce comes cheaply. Doug McKeen, Managing Director of Glebe Apothecary (http://www.apothecary.on.ca/), explains, “The cost of a shop on-line is proving to be equivalent to opening up in a physical location . . . but without the burden of realty taxes, duplicate staffing or dealing with landlords.” 

Set-up costs are among the major barriers to the use of electronic commerce by small businesses identified by the OECD (“SMEs and Electronic Commerce”, http://www.ottawaoecdconference.com/):

· lack of awareness of electronic commerce;

· uncertainty about the benefits of electronic commerce;

· concerns about the lack of human resources and skills;

· set-up costs and pricing issues;

· concerns about security.

The same OECD study (DSTI/IND/PME(98)18) also noted that “the overall effects of Y2K on SMEs and the concomitant risks (major liability claims, failures) are hard to ascertain and will vary by country, industry sector, market focus, domestic or overseas market orientation, SME size and age, structure, use of IT, reliance on IT by function, type and frequency of IT purchase by SMEs  . . . While further analysis may be necessary, time is the fundamental challenge for SME response to Y2K.“

Even in Canada, Internet access is an issue for many small businesses.  Almost 70% of larger businesses (over 100 employees) are hooked up to the Internet, about double the proportion for firms with fewer than five employees. However, small business Internet access has more than quadrupled in the last two and a half years.  Overall, as of the first quarter of 1998, 43% of businesses surveyed by the Canadian Federation of Independent Business (CFIB) have access to the Internet, up from 31% for the same period a year before.  The CFIB estimates that between 50 and 60 percent of smaller businesses will have Internet access by early 1999.  In order to assist with this process, the CFIB has set up the Virtual University for Small- and Medium-Sized Enterprises (http://www.vusme.org/), where individuals may sign on for modular on-line courses on e-commerce developed by leading universities from around the world.

Small businesses in Canada that have implemented e-commerce solutions have had encouraging results. The Obsolete Automotive site (http://www.sarnia.com/obsolete) has received more than 32 000 visitors since November 1996.  The Web site of Images in Slate (http://www.iis.ca/) has been active since January 1998 and has already received about 19 000 hits.  This has resulted in 10 to 15 orders being placed electronically each month. Stong’s Market (http://www.stongs.com/) has 500 registered on-line customers that generate two to three orders per day. Yarn Forward’s Web site (http://www.yarnfwd.com/) generated two to three orders a week in its first year, which is now up to 20 orders a week, averaging $300 per order. Glebe Apothecary’s virtual shop (http://www.apothecary.on.ca/) contains about 30 to 40 items that can be purchased through e-mail or by calling a toll free number.  The site receives about four or five orders a day, generating between $2000 and $3000 per month.

Interestingly, two distinct patterns of national versus international on-line sales have developed for Canadian small businesses.  On the one hand are companies that do over 70% of their on-line business locally or nationally (Coach House Books, Musiknet, Obsolete Automotive), and on the other hand, companies that do over 70% internationally (Jenny’s Floral Studio, Yarn Forward), with by far the largest proportion of sales to the U.S.

What makes a good e-commerce site?  

Doug McKeen, Managing Director of Glebe Apothecary (http://www.apothecary.on.ca/), believes that it should attempt to clone the in-store experience and be shopper friendly.  It should also be easy to use and informative. Lee Doerksen of Dragonfly Toy Company (http://www.dragonflytoys.com/webdragonca/main.nclk) offers three suggestions.  First, have in-house capability.  Second, make sure the business is well suited to on-line marketing.  Third, give yourself time to succeed; incorporate a two-year grace period.

Mike Perchanok, President of Obsolete Automotive (http://www.sarnia.com/obsolete), says “Anyone who puts up a Web site and is expecting to make a fortune overnight is going to be disappointed.”  When considering the electronic commerce route, he advises, “The simpler the site, the better.  Just put up the nuts and bolts and forget about the fluff.”

The Web site of Images in Slate (http://www.iis.ca/) was phased in through various stages of electronic commerce.  At first, customers ordering products online paid by credit card using fax or telephone.  Now, payments are made electronically by supplying a credit card number.  John Hurley, President of the Newfoundland-based company, says, “In the process of creating a complete Web site, we have learned that you have to take things one step at a time.  For small companies trying to implement too much at once, the process can easily become overwhelming.”

Pleau (http://www.pleau.qc.ca/) requests payment via a secure encrypted channel.  Using the services of a local RSA-encryption service provider, Réseau Clé (http://www.cle.net/), Pleau can offer its customers worry-free payment for its products.

Pleau (http://www.pleau.qc.ca/) has also taken the step of registering with literally hundreds of search engines, so that the company will always turn up quickly in a Web page search.

The Mediconsult Web site (http://www.mediconsult.com/) includes a wealth of medical information that is available free of charge to Web servers; this is possible because Mediconsult charges fees to sponsors for marketing services and private label sites.  For example, if a bank wanted to offer special services to older customers, Mediconsult would, for a fee, set up a custom Web site for the bank’s customers that would contain health information for seniors, and that would provide medical advice to specific questions at a lower rate than Mediconsult would charge at its regular Web site.  The Web page would come under the bank’s logo rather than Mediconsult; hence the phrase “private label site”.  

Stong’s Market (http://www.stongs.com/), a grocery store in Vancouver that sells exotic produce such as fresh lemon grass and ostrich meat, registers those customers who wish to order electronically.  Customers then access the Web site using an account and password.

Internet Liquidators International has come up with an innovative and entertaining way of interesting potential buyers.  Their bid.com (http://www.bid.com/) on-line service accepts bids for brand-name consumer goods at significant discounts from retail prices.  Bargain-seekers choose between a “Dutch” auction where products are sold for a specific period of time (during which process the price continually drops) or the traditional “top bid” auction.

Saul Goldman, owner of Velotique (http://www.velotique.com/), emphasizes the importance of listening to customer feedback.  A specific section of the Web site seeking comments on the site is a good idea.

Jenny’s Floral Studio (http://www.virtualflowers.com/) has discovered a clever way to attract Web surfers to their site.  From the Web site, surfers can send virtual flowers free of charge to any Internet address, with each recipient receiving an image of flowers and a message across his or her computer screen.  In addition, the on-line shop offers a full range of fresh cut flowers that can be purchased from Jenny’s Floral Studio’s Web site and delivered anywhere in the world.  Tanya Wolff-Molson, President, suggests, “Think of something clever that will attract visitors to your site.  Once they’re there, show them you mean serious business.”

1
1

