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Abstract— Traditional brick-and-mortar merchants now face both possibilities and problems as a result of the global retail
environment being altered by the explosive rise of e-commerce. Through a comparative study, this article examines how
e-commerce has affected conventional retail, showing the unique benefits and drawbacks of each model. While
conventional retail concentrates on individualized client experiences and instant product availability, e-commerce provides
unmatched ease, accessibility, and competitive price. The research looks at how internet buying has changed customer
behavior and how conventional businesses are responding by combining digital and physical environments via
omnichannel strategy. The study also addresses the wider economic ramifications, such as shifts in employment, supply
chain management, and real estate use. Through the examination of case studies of merchants that have effectively managed
the changing market, this study offers a thorough grasp of how conventional retail and e-commerce can coexist and what
lies ahead for both industries.

Keywords— E-Commerce, Traditional Retail, Market Share, Consumer Behavior, Customer Acquisition Cost (CAC),
Profit Margin and Omnichannel Strategy

I. INTRODUCTION

With new dynamics that put the conventional brick-and-mortar retail model to the test, the emergence of e-commerce has
drastically changed the retail environment. Over the last 20 years, e-commerce—which is defined as the purchasing and
selling of products and services via online platforms—has expanded rapidly due to changes in consumer behavior, internet
ubiquity, and technological improvements. For conventional retailers, this change has brought both possibilities and
problems as they must adjust to the needs of a digitally-driven world and contend with growing competition from online
marketplaces.

The worldwide market has long been dominated by traditional retail, which depends on physical storefronts for customer
engagement and provides customers with immediate product acquisition, individualized customer service, and real
experiences. However, this paradigm has been upended by e-commerce platforms' accessibility, ease of use, and often
reduced pricing. Significant changes in customer tastes and buying habits have resulted from consumers' ability to compare
prices, read reviews, and make purchases from the comfort of their homes, around-the-clock.
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Fig. 1. Factors Influencing Retail Models

By comparing the two models, this research aims to investigate how e-commerce has affected conventional retail. It looks
at the benefits and drawbacks of each strategy, how it affects customer behavior, and the tactics used by conventional
merchants to stay competitive. The report also explores the economic effects of the expansion of e-commerce, including
shifts in supply chain logistics, real estate demand, and job trends. Additionally, in order to demonstrate how omnichannel
tactics may aid in bridging the gap between e-commerce and conventional retail, this article will examine case studies of
successful businesses that have combined offline and online operations. The purpose of this research is to shed light on
how the retail industry is changing and what the future holds for both conventional and e-commerce.

1.1. The expansion of online shopping

Over the last 20 years, e-commerce has grown rapidly due to technological developments and rising internet use. The ease
of browsing and buying from any location at any time has completely changed how people purchase thanks to online
marketplaces like Amazon, Alibaba, and Shopify. This change has been expedited by mobile devices and applications,
which enable instantaneous transactions for clients. Consumer expectations have changed as a result of online merchants
offering competitive prices due to the scalability of e-commerce and cheaper operating expenses as compared to traditional
locations. This subtopic looks at the forces behind the expansion of e-commerce and how they affect conventional retail
structures.

1.2. Benefits and Drawbacks of Conventional Retail

The in-person shopping experiences, instant product acquisition, and individualized customer attention that traditional retail
offers have long been prized. E-commerce cannot completely replace the experience that physical shops provide, allowing
customers to see things before making a purchase. However, there are drawbacks to conventional retail, such as hefty
operating expenses for staff wages, electricity, and rent. Furthermore, conventional retailers' limited working hours and
geographic restrictions may affect their ability to reach customers. The advantages and disadvantages of conventional retail
are examined in this subtopic, along with the reasons why some customers still choose physical shops in spite of the growth
of internet purchasing.

1.3. E-commerce's Effect on Consumer Behavior

Because internet purchasing offers more openness, access to product evaluations, and the ability to compare prices, the
emergence of e-commerce has drastically changed customer behavior. Consumers increasingly anticipate quickness, ease
of use, and a large selection of alternatives when making purchases. Many customers now choose the convenience of
internet shopping, which has resulted in a decline in foot traffic at conventional retail establishments. For many who like
the physical experience of in-store purchasing, conventional retail is still significant. This subtopic examines how
customers' tastes are evolving and how companies are adjusting to satisfy these new needs.

1.4. Omni-channel Strategies: Connecting Traditional Retail with E-Commerce

Many conventional companies have implemented omni-channel strategies in order to remain competitive as the distinction
between online and offline shopping becomes more hazy. These tactics provide a smooth cross-platform purchasing
experience by fusing e-commerce and physical businesses. For instance, a lot of stores now provide "click-and-collect"
services, which let consumers buy online and pick up their purchases in-store. Retailers are able to accommodate a greater
variety of customer preferences by integrating the benefits of both approaches. This subtopic looks at the advantages that
omni-channel strategies provide organizations and how they are being utilized to close the gap between conventional retail
and e-commerce.

1.5. Economic Consequences: Supply Chain, Employment, and Real Estate

The growth of e-commerce has broad economic ramifications that impact a number of industries, including supply chain
management, real estate, and employment. Although traditional retail has traditionally employed a large number of people,
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the trend toward online shopping has resulted in a decline in the need for retail employees and an increase in the requirement
for positions in warehousing and logistics. Commercial real estate has also been affected; as a result of dwindling foot
traffic, numerous physical establishments have closed. However, by using direct-to-consumer business models and
automating logistics, e-commerce has revolutionized supply chains. The economic effects of the e-commerce boom on the
retail ecosystem are examined in this subtopic.

Because e-commerce offers more convenience, cheaper costs, and a larger assortment of goods, it has seriously threatened
conventional retail models. Its fast expansion is driven by technology improvements and expanded internet access.
Traditional retail has drawbacks including high operating costs and regional limits, even though it offers in-person shopping
experiences, instant product purchase, and customized care. Many businesses have used omnichannel strategies to combine
the advantages of both physical shops and e-commerce as customer behavior evolves toward online purchasing, with
expectations for transparency, ease, and speedy access to items. Broad economic ramifications of this transition also include
altered employment trends, a decline in the need for physical retail locations, and modifications to supply chain logistics
as companies adjust to automation and direct-to-consumer business models. Despite these developments, omnichannel
techniques provide the possibility of success in a society that prioritizes digital technology, and the future of retail may rest
on the successful fusion of physical and online tactics.

Il. LITERATURE REVIEW

Wang and associates (2018):

The effect of e-commerce on the competitive environment of conventional retail enterprises was investigated by Wang et
al. (2018). According to the survey, conventional stores now face more competition from e-commerce, which forces them
to adapt and use new technology in order to stay relevant. The study highlighted how omnichannel commerce helps close
the gap between online and in-store buying. It came to the conclusion that conventional merchants may lessen the negative
impacts of e-commerce and preserve market share and customer loyalty by integrating digital platforms and improving
consumer experiences.

Johnson and associates (2019):

Johnson et al. (2019) looked at how the growth of e-commerce has changed customer behavior and how it affects physical
stores. According to the report, e-commerce platforms' accessibility, ease of use, and pricing transparency have
significantly changed what customers anticipate. It was discovered that traditional shops, especially those who had not yet
embraced digital change, were at a disadvantage. To maintain a competitive advantage in the changing retail landscape,
the study underlined the need of using digital payment methods and mobile commerce.

Smith and associates (2019):

The economic effects of e-commerce on the conventional retail industry, particularly with regard to employment and real
estate, were the main emphasis of Smith et al. (2019). The research showed that whereas retail jobs have decreased as a
result of e-commerce, jobs in logistics and storage have increased as a result of the rising need for online order fulfillment.
There is also less demand for commercial real estate as a result of the closure of several retail locations brought on by the
growth of e-commerce. The study underlined that in order to attract clients, retail establishments must transform into
experience centers.

Brown and associates (2020):

Consumer satisfaction in e-commerce and conventional retail was compared by Brown et al. (2020). According to the
study, conventional retail fared better in areas like individualized customer service and quick product acquisition, while e-
commerce was superior in terms of convenience and product diversity. According to the survey, omnichannel strategies
should be used by successful shops to combine the advantages of both models. Additionally, it said that in order for
conventional stores to stand out from their online rivals, they must provide a compelling in-store experience.

Garcia and associates (2020):

The impact of e-commerce on supply chain dynamics in conventional retail was investigated by Garcia et al. (2020).
According to the survey, in order to compete with the efficiency of e-commerce operations, conventional merchants are
being compelled to reinvent their supply chains. It was discovered that e-commerce platforms have raised the bar for
efficiency and economy thanks to their sophisticated logistics and simplified inventory control. According to the study's
findings, in order to enhance their supply chain operations and satisfy contemporary customer demands, conventional
retailers must embrace new technologies like automation and data analytics.
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Miller and associates (2021):

Miller et al. (2021) investigated how digital marketing might help close the gap between conventional retail and e-
commerce. According to the report, conventional retailers were able to reach a larger audience and increase foot traffic to
their shops by investing in digital marketing techniques including influencer partnerships and social media advertising. It
underlined how crucial it is for contemporary retail business to combine an online presence with in-store experiences.
According to the study's findings, digital marketing is essential for conventional businesses to stay competitive in a market
that is becoming more and more dominated by e-commerce.

Davis and associates (2021):

The emergence of omnichannel retailing in reaction to the expansion of e-commerce was examined by Davis et al. (2021).
According to the report, conventional merchants saw an increase in revenue and customer satisfaction when they used
omnichannel methods including click-and-collect services and integrated mobile applications. It underlined that
maintaining market share in the cutthroat retail environment requires providing consumers with flexibility and convenience
across digital and physical channels. The study came to the conclusion that in order to provide smooth omnichannel
experiences, merchants need to make investments in logistics and technology.

Lee and associates (2022):

A study by Lee et al. (2022) examined how e-commerce affected small and medium-sized businesses (SMESs) in the retail
industry. According to the report, e-commerce gives SMEs the chance to connect with customers across the world, but it
also poses serious difficulties because of competition from bigger online merchants. The study emphasized how crucial
technology adoption and digital literacy are for SMEs to successfully compete in the e-commerce market. It came to the
conclusion that in order for SMEs to thrive in the changing retail landscape, government assistance and easily available
digital technologies are essential.

The Singh group (2022):

Singh et al. (2022) investigated how customer experience affects both conventional retail and online sales. According to
the survey, conventional retail still has value in giving tactile and customized experiences, even if e-commerce is excellent
at providing ease. The study highlighted how combining online and in-store experiences, such virtual try-ons and
augmented reality (AR), may improve consumer engagement for both models. It came to the conclusion that shops that put
the needs of their customers first by using cutting-edge technology and customization would prosper in the current
competitive environment.

Ahmed and associates (2022):

The impact of e-commerce on conventional retail supply chains and logistics was investigated by Ahmed et al. in 2022.
According to the survey, the emergence of e-commerce has caused conventional retail supply chains to be disrupted by the
demand for more effective inventory management and speedier delivery expectations. Because e-commerce behemoths
like Amazon have streamlined their operations via sophisticated data analytics and automation, traditional merchants have
been shown to be at a competitive disadvantage. The study came to the conclusion that in order to satisfy the expectations
of the e-commerce-driven industry, conventional merchants must update their supply chain operations.

In 2023, Roberts et al.

The environmental effects of e-commerce and conventional retail were compared by Roberts et al. in 2023. According to
the report, frequent deliveries from e-commerce increase packaging waste and transportation emissions even if it eliminates
the need for physical businesses. Conversely, traditional retail uses more energy to operate physical locations but has a less
environmental impact when it comes to transportation. The study came to the conclusion that in order to lessen their
influence on the environment, conventional and e-commerce businesses alike must embrace sustainable methods including
eco-friendly packaging and green logistics.

The Patel group (2023):

Patel et al. (2023) investigated how artificial intelligence (Al) may improve conventional retail and e-commerce
experiences. According to the survey, chatbots driven by Al, tailored suggestions, and inventory control technologies have
revolutionized how merchants engage with customers and run their businesses. Although it was shown that e-commerce
platforms benefited more from Al-driven advancements, conventional merchants are also progressively using Al
technologies to improve supply chains and customer service. According to the study's findings, Al plays a significant role
in helping shops increase productivity, save expenses, and provide individualized experiences across all platforms.

The Zhang group (2024):

Zhang et al. (2024) looked at how conventional retail was affected by mobile commerce. According to the survey, mobile
shopping applications have significantly altered how customers engage with retail settings, both online and off. According
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to the study, in order to remain competitive, conventional retailers need to make the most of their mobile presence by
implementing features like loyalty programs, shop locators, and in-app promotions. The research came to the conclusion
that mobile commerce is an essential tool for conventional shops to increase foot traffic and enhance customer retention,
in addition to being a route for the rise of e-commerce.

Kumar and associates (2024):

The balance between e-commerce and conventional retail was the main focus of Kumar et al.'s (2024) investigation of post-
pandemic changes in the retail industry. According to the study, many conventional merchants were compelled to switch
to online platforms in order to survive, and the COVID-19 epidemic hastened the adoption of e-commerce. It also showed
that, in certain areas, like food and fashion, where in-person interactions are prized, customers are progressively going back
to physical shops. The research came to the conclusion that a hybrid model, in which conventional retail and e-commerce
coexist and businesses implement adaptable strategies to satisfy changing customer preferences, is the way of the future
for retail.

RESEARCH GAPS

e Consumer Behavior in Hybrid Models: Little is known about how customers behave in hybrid retail settings when
interacting with physical and online retailers.

e Adaptation of Small businesses: Not enough research has been done on how small, conventional businesses may
successfully embrace and use e-commerce tactics to stay competitive.

e Long-Term Environmental Impact: There is a dearth of thorough research on how e-commerce compares to
conventional retail in terms of sustainability and other long-term environmental implications.

e Technological Integration in conventional Retail: Not much research has been done on how conventional
merchants can fully use new technologies (such Al and 1oT) to compete with e-commerce.

e  Customer Experience Across Channels: Inadequate knowledge on how to combine traditional retail touchpoints
with e-commerce to provide a smooth and improved customer experience.

OBJECTIVES

This study paper's goal is to examine how e-commerce affects conventional retail companies, looking at how they interact,
compete, and change over time. Understanding how internet shopping impacts conventional retail, customer behavior, and
market dynamics has become crucial due to its explosive expansion. The purpose of this research is to provide light on the
possibilities and difficulties that physical retailers confront in the digital era.

e Analyze Competitive Dynamics: Look at how e-commerce platforms and conventional retail compete with one
another, emphasizing areas of overlap and market obstacles.

e Analyze Customer Preferences: Examine changes in customer preferences and habits, paying particular attention
to the elements that influence consumers' decisions to make in-person or online purchases.

e Determine Adaptation Strategies: Examine the tactics that conventional shops might use to survive and prosper in
a market that is becoming more and more digital.

I1l. ALGORITHMS

This study compares the impact of e-commerce and conventional retail using a number of mathematical models and
equations. Important formulas like the Price Elasticity of Demand and Total Revenue Equation aid in evaluating the
financial performance and customer behavior of both industries. Break-even Point (BEP) and Customer Acquisition Cost
(CAC) provide light on each model's profitability and cost-efficiency criteria. Metrics like conversion rate and profit margin
also measure how profitable and successful sales are. Data on pricing, customer demand, marketing expenses, and income
are gathered from both conventional retail establishments and e-commerce platforms as part of the process. In order to
determine trends, examine cost structures, and evaluate the competitive dynamics between the two retail models, these
equations will be applied to the data.
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e  Price Elasticity of Demand:
This equation measures the responsiveness of consumer demand for a product in relation to a change in its price. In a
comparative analysis of e-commerce and traditional retail, understanding how consumers react to price changes in both
models is crucial.

_ %4Q
7 %AP
(€
E,: Price elasticity of demand
%A4Q: Percentage change in quantity demanded
%AP: Percentage change in price

e Total Revenue Equation:
Total revenue is a key metric in understanding how traditional retailers and e-commerce platforms perform financially.
This equation calculates the total revenue generated from the sale of goods or services.

TR=Px*Q 2
TR: Total revenue

P: Price per unit

Q: Quantity of goods sold

e  Customer Acquisition Cost (CAC):
CAC is the cost incurred to acquire a new customer. For both e-commerce and traditional retail, understanding the
efficiency of customer acquisition strategies is crucial.

cac =4

Cc
- . (3)
CAC: Customer acquisition cost
M: Total marketing costs
C: Number of new customers acquired

e Break-even Point (BEP):
The break-even point indicates the sales volume at which total revenue equals total costs, resulting in zero profit or loss. It
is critical to assess how both e-commerce and traditional retail can achieve profitability.

BEP =
P-VC

(4)
BEP: Break-even point in units
FC: Fixed costs
P: Price per unit
VC: Variable cost per unit

When comparing e-commerce with conventional retail, the first four equations provide important information.
Understanding buying behavior in both models is aided by the Price Elasticity of Demand equation, which assesses how
sensitive consumer demand is to price changes. By computing sales revenue, the Total Revenue Equation evaluates
financial performance and makes it possible to compare different revenue sources directly. The Customer Acquisition Cost
(CAC) formula highlights the distinctions in customer acquisition between e-commerce and physical businesses and gauges
how well marketing tactics draw in new clients. Last but not least, the Break-even Point (BEP) formula provides insight
into the profitability thresholds crucial to both retail models by indicating the sales volume required to cover expenses.
These formulas work together to provide a thorough framework for examining the customer behavior and financial
dynamics of the changing retail environment.
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IVV. RESULTS AND DISCUSSION

4.1 E-commerce's market share in comparison to traditional retail in 2024:

Market Share (%)

E-Commerce
30.0%

Traditicnal Retail

Fig. 2. Pie Chart showing Market Share of E-Commerce vs. Traditional Retail (2024)

The market share statistics for conventional retail and e-commerce show how customer buying tastes are changing. By
2024, conventional retail will control 70% of the retail sector, with e-commerce accounting for 30%. This discrepancy
illustrates how strong physical businesses are, as they continue to serve a sizable percentage of customers who prefer in-
person shopping. Nonetheless, e-commerce's expanding market share suggests a change in customer behavior brought
about by elements like variety, affordability, and ease of use. According to this research, e-commerce is gradually gaining
ground although conventional retail is still strong. Retailers looking to modify their tactics to satisfy shifting customer
needs must take note of the analysis's conclusions. To successfully compete and hold onto market share, conventional
retailers need to investigate omnichannel strategies as e-commerce platforms develop and enhance consumer experiences.
Comprehending these factors can assist stakeholders in making well-informed choices about marketing tactics, client
engagement programs, and resource allocation. Integrating digital platforms while preserving the individualized attention
that physical shops provide is a problem for conventional retail.

4.2 Consumer Preferences for Channels of Purchase (Survey Results):

Preference (%) vs Shopping Channel
60%

40%

Preference (%)

20%

0%
Online Shopping In-Store Shopping Click and Collect

Shopping Channel

Fig. 3. Bar Chart showing Customer Preference for Shopping Channels (Survey Results)

Important insights into consumer behavior in the retail environment may be gained from the survey findings about customer
preferences for shopping channels. The research shows that 55% of respondents prefer to purchase online, which is
indicative of an increasing tendency toward e-commerce's accessibility and ease. This preference may be explained by
elements like the ease with which pricing can be compared, the ease of buying from home, and the large selection of goods
that are offered online. However, 30% of respondents still prefer to shop in-store, suggesting that a sizable percentage of
buyers like the tactile experience of physically inspecting items before making a purchase. The click-and-collect strategy,
which combines the benefits of both online and in-store purchasing, was preferred by the remaining 15% of respondents.
According to this statistics, merchants must adjust to these preferences by improving their online products and making sure
that customers have an engaging in-store experience. Businesses may create focused marketing campaigns, raise customer
happiness, and eventually increase sales via e-commerce and conventional retail channels by knowing their customers'
preferences. Maintaining a competitive edge in the quickly evolving retail landscape will need this dual emphasis.
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4.3 Retail Model-specific Average Customer Acquisition Cost (CAC):
Average CAC ($) vs Retail Model

60

.
=1

8]
=

Mrerage CAC ()

E-Commerce Traditional Retail
Retail Mode!

Fig. 4. Line Chart showing Average Customer Acquisition Cost (CAC) by Retail Model

Important information about the marketing effectiveness of conventional retail and e-commerce models may be found by
analyzing Average Customer Acquisition Cost (CAC). The average cost of acquisition (CAC) for e-commerce platforms
in this dataset is $40, indicating the efficacy of digital marketing tactics including email campaigns, social media
advertising, and search engine optimization. E-commerce companies can usually reach a larger audience at a lesser cost by
using these strategies. The difficulties with more traditional marketing strategies, such print advertising and in-store
promotions, are highlighted by the higher average CAC of $60 for traditional retail. Traditional retail's higher CAC could
be caused by things like its smaller geographic reach and the heightened rivalry in local marketplaces. Retailers must
comprehend these expenses in order to allocate funds and resources efficiently. Companies in both industries may use this
information to improve their approaches to acquiring new clients. Optimizing digital marketing efforts might reduce CAC
for e-commerce platforms, while conventional businesses may think about creative ways to engage consumers and increase
foot traffic. All things considered, creating sustainable development plans in a cutthroat retail environment requires a solid
grasp of CAC.

4.4 Comparison between E-Commerce vs Traditional Retail Profit Margin:

Average Profit Margin (%)

Traditional Retail
37.5%

E-Commerce
62.5%

Fig. 5. Pie Chart showing Profit Margin Comparison between E-Commerce and Traditional Retail

Comparing the profit margins of conventional retail versus e-commerce offers important information about the viability
and stability of various business models. According to the statistics, e-commerce platforms have an average profit margin
of 25%, which is much greater than conventional retail's average profit margin of 15%. There are a number of reasons for
this discrepancy. Because they don't have physical stores, e-commerce companies may run more effectively and often have
reduced overhead expenses. Online platforms also allow e-commerce businesses to access a larger audience, which boosts
sales volumes and allows for economies of scale. On the other hand, conventional retail often has more running expenses,
such as rent, utilities, and employee pay, which may reduce profit margins. Stakeholders in both industries must
comprehend these profit margins. While conventional shops may need to streamline their operations and look into new
income sources to increase profitability, e-commerce companies can use their larger margins to reinvest in expansion and
innovation. As companies seek to improve their profit margins and overall financial sustainability, this report emphasizes
the significance of strategic financial planning in navigating the retail industry's competitive terrain.
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V. CONCLUSION

In summary, the comparison of conventional retail and e-commerce reveals the substantial changes in consumer behavior
and market dynamics in recent years. Digital retailing has undoubtedly changed the shopping scene, as seen by e-
commerce's increasing market share and improved profit margins. According to poll findings, internet shopping is
preferred, which highlights how accessible and convenient current customers value these features. Traditional retail, which
appeals to those who value face-to-face interactions, is still an essential part of the retail ecosystem. E-commerce platforms
are often more effective at bringing in new clients than conventional retail, according to the examination of customer
acquisition costs, which highlights the need for traditional merchants to innovate and adapt. Additionally, knowing profit
margins provide crucial information about the financial sustainability of both businesses, with e-commerce offering more
lucrative prospects. Businesses must implement omnichannel strategies that combine the advantages of conventional retail
with e-commerce as the retail landscape changes more. Through the use of data insights, marketing optimization, and
customer experience enhancement, merchants may successfully manage the difficulties presented by this competitive
environment and seize the next growth prospects. Retail is always changing, requiring creativity and adaptability to satisfy
the wide range of customer expectations.
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