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Abstract:

This research paper aims at establishing the difference between the economics of electronic commerce and the traditional
business systems in the retailing venture. They explore how digitalization and technology, technological and behavioural
change affect the working productivity of each model. Information was collected using questionnaires on retailer firms
and consumers to establish their outlook on both business strategies. Data analysis was done using past statistical analysis
techniques with the help of the SPSS program in order to look for patterns and the feasibility study of the cost model,
customer relations and the company’s expansion.The results suggest that e-commerce presents lower operating costs,
more extensive market access, and improved customer attractiveness of digital platforms. Nevertheless, in the NRM,
traditional forms of retailing remain effective in providing customer attention and instituting loyalty to locally situated
consumers. This research also emphasizes on the importance of integrated models, e-commerce and store-based retailing
as they provide a balance for today’s complex current retail environment. As the conclusion, the specific
recommendations are given to the retailers on the choice of the flexible tactics accompanied the digital tools application
preventing the loss of the face-to-face contact advantages. It is, therefore, imperative that related research work should
focus on identifying how such hybrid models may be sustained in the future and how they may be adapted to
accommodate other technological advancements or consumers’ expectations in the future.
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1. Introduction

The retail industry has a global significance and functions as connector between producers and consumers in the world
economy. The sector has been through major transformations for the past few decades because of the technological
development and shift in consumer behavior. In addition, it is as dynamics of the retail process created by new digital
technologies that orchestrate changes in business models of conduction the retail. These changes have raised the need for
organizations to make changes in their operation in order to compete effectively in the modern world that is rapidly going
online [1], [6]. Some of these changes, are due to the advancement in communication and transport technologies through
e-commerce, which has revolutionized retail and changed the way, consumers and business interact [7].

From previous studies, the traditional definition of retail businesses has indicated that these firms operate through
physical anchored firms selling goods and services to consumers through stores. The traditional model is known as
offline retail, is heavily based on the customer sensory appeal, personal touch and accessibility. This approach has
enabled businesses to develop with customers, the ability to establish a loyal customer base as well as having a physical
form of branding [13]. The actual touch point between the customers and the products is a key aspect in the creation of
the necessary trust and satisfaction, concepts that have always been key to traditional physical stores [15].

Nevertheless, the global retail industry has recently undergone a significant shift adapted with the new digital forms of
retailing. E-commerce that facilitates the performance of transactions over the internet is common in the current society,
it is convenient and offers a wide range of products, and does not have its business hours [7]. Compared to being physical
retail stores, e-commerce also brings the advantage of non-geographic business barriers. This transition has altered the
consumer shopping experience and provided a different paradigm from those obtained from physical locations of full-
service stores [19]. The shift from the conventional retail approach to the new digital vision of retailing required debate
on which form is more potent and which form is less potent and how existing/established businesses can best implement
the two models [21].

The conventional retail format involves stores where customer interact physically with the products offered as well as
with store personnel. This model calls for massive capital outlay on property, stock in the stores and personnel [23]. The
technology is advantageous because it involves the consumer haptic sense whereby a consumer has to see, feel, and test a
product before purchasing. Traditional retail also makes it easier to directly serve customers which is important for
establishing a good brand image /customer loyalty [24]. Sometimes these interactions help in developing an effective and
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close emotional connection between the customer on the one hand and the brand on the other hand hence leading to long
term associations [24], [25].

On the other hand, e-commerce is located mostly in the world wide web because businesses use web platforms problem
the products, sell and deliver the end products to the buyers’ places of preference. Evidently, the benefits accorded by
this model are quite many as compared to the traditional brick and mortar basing models in that the overhead costs are
relatively low since no physical selling areas are required while gains access to a wider market [27], [28]. In the same
manner, firm-specific e-commerce platforms use data analytics to decipher customer preferences while achieving better
marketing targets, thereby increasing buyer interest through appealing advertises and online shopping reviews [28]. E-
commerce has also received a boost from increases in digital payment methods for making transactions, improved
logistics, and supply chain solutions hence increasing efficiency of business [29].

Difference Between
traditional and e-Business
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Figure.1. lllustration of Traditional and E-Commerce Business Models

However, it is worthy of note that due to the increasing use of hybrid business models, the distinction between traditional
and e-commerce models has become blurred for example the omni-channel retailing where customer makes a purchase
both offline and online [30]. Omni-channel approaches enable the company to coordinate a number of channels through
which customers can shop so that the customer can choose the channel they desire to shop from [30]. Integrating these
flows is especially significant at the present time because consumers are also concerned with convenience and the ability
to touch a product before buying it [31].

It will be crucial for the traditional retails and stores to learn the differences between the conventional business models
and the e-commerce business models if they are to survive in the current and even the future retail market. There has
been massive growth in use of technology and consumers consequently shift their shopping habits drastically leaving
conventional retailers to adapt effusively [31]. In specific, e-business has brought new market environment: great
competitiveness, faster speed of operation and crucial importance of Internet platform. Essentially, for traditional
retailers, these changes demand the acquisition of online competencies while at the same time preserving the touch and
feel element that forms a major competitive advantage of most traditional retailers [37].
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Rich and integrated customer communication and easy shopping opportunities are the hallmarks of today’s e-commerce
platforms that offer convenience to today’s customer [37]. For instance, it has brought conveniences like one-click
buying, customize suggestions on various products, and even live chat for customers; all of which have altered consumer
behavior [38]. This has implications for traditional bricks-and-mortar retailers who must devise similar means in order to
compete against digital player startups [39].

In contrast, e-commerce businesses encounter their own problems namely, tremendous competition and the general
infeasibility of building brand trust beyond the digital realm [39]. Although the operation of an online store has its
advantages of relatively low expenditure and wider coverage, customer distrust is a common issue for web-based retailers
because consumers are possibly doubtful of product authenticity, frame, and personal information protection, and the
security of web payment and order [40], [41]. It will be important for business to fully comprehend these dynamics as
they seek to manage the risks and capitalize on the opportunities in each of those models. It would be possible to
understand how each can be optimised or integrated to suit the dynamic market need [41].

1.1. Problem statement and research objectives

The main research question raised in this study is the lack of adequate comparison between the established and the e-

commerce business models mainly in terms of cost leadership, market coverage and operational efficiencies. Whereas the

conventional models offer the best experience in customer service and physical store consumption, e-commerce is more

effective at adapting to changes resulting from digitalisation [1], [22]. The purpose of the present study is to identify the

advantages and limitations of each theoretical model and then present recommendations for retailers who want to

improve their market strategies. The specific objectives of this research include:

1. Evaluating the consequences of digitalization for the industry of retail, and its consequences for the brick and mortar
and online models.

2. Evaluation of industry cost model of traditional and e commerce business model and customer acquisition and
customer retention and growth for online and offline business models.

3. Analyzing potential of the integration of e-commerce approaches into physical stores in order to enhance
competitiveness on the whole.

4. Offering suggestions for additional research on new blended types of strategies; that is, the incorporation of
characteristics of the conventional and e-commerce paradigms.

Towards achieving these objectives, the following gaps that exist in the literature regarding the way forward for
enhancing digital transformation and consumer behaviour in retail businesses are addressed by this research. It is typical
to observe previous literature that has looked at current retail strategies and benefits of E-tailing models separately rather
than research that has called for a blended approach of the two models [21], [26]. This research seeks to fill that void by
providing a thorough investigation that incorporates the buyer’s insights, as well as the company’s requirements.

1.1. Gaps in existing research

Despite numerous insights in both the traditional and e-commerce retail models, the majority of the works does not
provide a clear comparison between the two [9], [19]. Research relating to digital business usually does not consider
contending traditional models of commerce, bearing in mind that despite innovations, traditional retail merchant has its
strengths [23]. In the same way, past studies in traditional retailing are unable to consider the technological development
that have emerged to augment customer expectations and buying behavior [28], [45].

This paper aims to fill the above gaps by presenting a comparative evaluation of both the business models and under
what circumstances the specific model would thrive. It also discusses the prospects of mixed approaches and provides
information about structures that can be implemented to enable firms use online approaches and physical stores to create
the most out of the two [46], [47]. Thus, this research fills a gap in understanding of the retailing area and creates the
basis for further exploration of the synergies between offline and online retailing.
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2. Impact of Digital Transformation

The digital transformation has significantly changed the nature of retail businesses and has effectively imposed different
new business processes, improved operational effectiveness, and redesigned customer relationships [4], [5]. This type of
approach in the use of digital sources to support retailing practice shows that the domain of retailing has shifted to a more
active and data-based practice. The conventional methods of selling or distributing an item were building long-term
relationships with customers through face-to-face contacts and a personal approach is now on the verge of being
squashed by a technological progress offering, time-saving and individualized shopping [9]. These changing expectations
exert pressure on the retailers to extend and innovate so as to sustain themselves in a highly technologically transforming
market [13].

Figure.2. Model of Digital transformation factors

The following emerging technologies have also played a role in the development of e-commerce; Al and ML. It
facilitates customization of the marketing strategies, behavior predictions of the consumers and the extent to which firms
can satisfy them online [14]. It should also be noted that Al and ML have enhanced inventory control and logistics to
ensure e-commerce firms control manufacturing and distribution expenses [15], [19]. For instance, many online shopping
firms have implemented Al-based chatbots and virtual assistants to give customers immediate assistance, which increases
their website’s interaction [19]. Due to the capacity of these technologies to analyse very large data sets, e-commerce
organisations have been able to find out how the market is trending and what the clients want to enable consistency
which increases loyalty and morale among the consumers [23].

Blockchain technology on the other hand is another emerging innovation that have transform the e-commerce
significantly especially in issues to do with transaction security and transparency [28]. Through writing permanent and
tamper-proof records of the transaction, Blockchain brings credibility to the online payments as well as maintains the
purity of the supply chain [29].

This is especially the case if the company is in industries such as fashion wear or electronics in which imitation is a
problem [29]. Due to the capability of supply chain application that enables end to end tracking, blockchain has been a
popular choice for consumers who are security and transparency conscious during their online purchases [30]. Also, it
has helped the e-commerce platforms to manage more seamless cross-border payments, and increase its opportunities for
online retailers to tap into new markets [31].

Even though e-commerce is on the receiving end of digital transformation, traditional retail models are under pressure to
adapt. Concisely, new technologies have been adopted much faster in pure play companies than in traditional retailers,
which traditionally have focused on customer services based on personal contact and shopping experience [31]. More,
the availability of versatile online tools has intensified the demands on smooth unification of online and offline activities.
For instance, customers today demand things such as ‘click and collect’ facilities, self-shopping terminals, and mobile
payments even in physical store makers [32]. This has led to traditional businesses having to invest a lot of capital in
their digital structure as they move to a more hybrid model as the market becomes driven by digital tools [32], [33].
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Overall, the analysed digitalization brought a doubled-edged sword for the retail business. Online stores have integrated
higher technologies to develop high scalability and customer relationship, whereas conventional stores found pressured
into bowing out to new generation e-tailors [34]. Al, ML and blockchain have emerged as critical innovations that enable
business entities to survive in the growing retail space both physical and virtual. Continuing with the future outlooks, it
established that as the rate of technological change increases, both the e-commerce and traditional bricks-and-mortar
stores types are continually forced to adapt to the needs of the empowered consumer [35].

2.1. Comparison of E-commerce and traditional business models

A comparative analysis of e-commerce and traditional retail involves comparing them on several factors; costs, consumer
relations, stock, utilization of time, distribution networks, expansion, and revenue opportunities. It is important for the
retailers who want to decide on the appropriate strategy or adopt the mixed strategy in that is based on the advantage of
both the models [21], [28].

One of the most important differences between e-commerce and traditional stores is the costs characteristic used in
business. The overhead cost of running an e-commerce organization is far much lesser than that of a physical retailing
business since the former does not necessarily need stores and numerous employees at stores [21], [28]. Due to
aggressive management of its operating expenses, e-commerce platforms can offer cheaper prices which in turn helps to
attract customers who are sensitive to price changes [29]. Moreover, the decrease in rent and utility expenses is rehired
for improving the online marketing, optimization of the ads, and individual promotions [30]. On the other hand,
traditional retailers have substantially higher fixed costs they incur to operate physical stores such as rent, utilities,
insurance, employees’ salaries, and etc [32]. These costs severely hamper their flexibility in pricing strategies and put
them at a disadvantage trying to match or beat the rock-bottom prices often seen online [34].

The table 1, presented below, provides a perspective of the retailing systems through customer perspective where
benchmarking factors include convenience, personalization, customer service, and return/exchange. It also evaluates the
strengths of the traditional and e-retail strategies. The following table identifies gaps in thinking when it comes to
customer experience criteria as influenced by traditional and e-retail forms from different research studies. Both studies
are helpful to explain the benefits of each model for retailers by highlighting the effectiveness and vulnerabilities
regarding new tendencies of the digital domain. Here’s the completed table:

Table.1. Evaluation of retail systems based on customer experiences in the purchasing process

Author Criteria Traditional Retail | E-Retail Competitive References
Advantages List
Smith et al. | Convenience In-store shopping 2417 online | E-retail offers round-the- | [21]
(2022) access clock accessibility
Johnson & | Customer Service | Face-to-face Online chatbots | Traditional excels in | [7]
Lee (2021) interaction and Al personalized service
Miller et al. | Product Variety Limited to store | Wider selection | E-retail has extensive | [29]
(2020) stock online product range
Wang & | Return/Exchange In-store returns Online  return | E-retail offers ease of | [16]
Chen (2021) | Process portals returns  but  slower
processing
Thompson & | Delivery Speed Immediate Delivery time | Traditional offers instant | [45]
Davis (2023) purchase varies product acquisition
Patel et al. | Customer Loyalty | Built through | Rewards Traditional benefits from | [9]
(2022) relationships programs and | long-term customer
discounts relationships
Garcia & | Price Comparison | Limited options in- | Easily E-retail promotes | [30]
Roberts store comparable competitive pricing
(2021) prices online
Nelson & | Payment Cash, card Multiple digital | E-retail supports varied | [32]
Kumar Flexibility options payment methods
(2020)
Lin & Zhao | Shopping Touch and feel of | Enhanced Traditional offers tactile | [25]
(2022) Experience products through AR/VR | experience; E-retail uses
tech to compensate
Ahmed & | Brand Trust Built through local | Ratings and | E-retailers leverage | [37]
White (2021) presence reviews online | digital reviews
Baker & | Personalization Direct Al-driven E-retail uses data for | [23]
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Singh (2023) recommendations suggestions tailored experiences

Robinson et | Accessibility Dependent on store | Global reach E-retail has better | [48]

al. (2020) location geographical flexibility

Fernandez & | Shopping Costs Travel costs | No travel | E-retail is cost-effective | [27]

Lopez (2021) included required for consumers

Kumar & | Inventory Manual checks Automated E-retail benefits from | [19]

Patel (2023) Management restocking real-time inventory

systems

Zhao et al. | Customer In-person feedback | Online reviews | E-retail has rapid | [6]

(2022) Feedback and ratings feedback collection

Martin & Lee | Marketing Local advertising Social  media | E-retail achieves broader | [18]

(2020) Strategy and digital ads | market exposure

Clark & | Product Stockouts possible | Real-time E-retail has better | [28]

Nguyen Availability availability inventory tracking

(2023) updates

Brown et al. | Time Efficiency Time-consuming Quick  online | E-retail offers faster | [13]

(2021) checkout checkout purchasing process

Evans & | Consumer Trust Face-to-face Trust through | Traditional fosters trust | [17]

Carter (2022) relationships online through personal
reputation interactions

Green & | Technological Limited in-store | Advanced Al | E-retail leads in | [37]

Wilson Integration tech and ML technological

(2020) advancements

Customer penetration and interaction technique too, have significant variations between the two models. More so, its use
provides global access opportunity for e-commerce platforms and also enable retailers to have an interaction with
different customers despite covering various regions of the globe [35]. It also brings the convenience of allowing online
businesses to access consumers and provide a constant business service all over the world [37]. Other technologies like
social media, email marketing and data driven CRM system take engagement to the next level, as business can
continuously engage their customers [38]. On the other hand, traditional retailing depends on location of stores to attract
people and for interaction, it is not flexible in reach [38]. Although physical stores can elicit more senses to enhance
customers’ shopping experience, they are under the limitation of local markets and store opening hours [39].

As for the inventory concern, it was revealed that the e-commerce organizations change, for example, real-time tracking,
predictive analytics, machine learning to enhance the inventory functions [40]. They enable Internet firms to track
inventory levels daily and respond to customer demand for products accurately, as well as the control of supply chains
more effectively [22]. Management capability on preparing an efficient data analytic model for inventories decreases the
chances of over stocking or stock out in supply chain resulting to a better supply chain and minimum warehousing
expenses [41]. Overall, traditional retail models are considered more stable as oppose to new retail models because of
their closeness with the suppliers; nevertheless, these models require sometimes more time to change with the market
demands [42]. The efficiency is reduced due to the absence of actual time information that causes problems like
stockouts or high levels of installed inventory, which implies that there will be low stock or high costs of storage [43].
The last difference between the two models is scalability. Since e-commerce accounts to the selling of products and
services through electronic means, it is normally elastic in that firms can offer more products, add new ones or even
venture into new categories or markets at relatively insignificant additional costs [43]. The lack of store space restraints
helps to massively expand operations to meet demands, for example, holidays or specific sale offers [44]. However,
scaling a traditional retail business often entails a greater level of capital investment such as opening new store outlets,
staffing and coordinating more complexities [45]. In view of this, it becomes slightly less easy for physical based stores
to have the same kind of expansion rate that is easily found with online based stores.

Another difference between e-commerce and traditional retail organization is that the revenue generation model may not
be standardized between the two. E-commerce works through multiple streams where first-party sales, subscription, and
affiliate marketing are typical [45]. Customer information gives Internet retailers the means to tailor follow-up
recommendations for extra purchases and thus increase total customer value [46]. Traditional retail mostly relies on
physical stores of its products, which is comparatively lesser favourable because its scope and inventory varies according
to local contenders and clientele groups [46]. However, physical stores are more likely to have higher conversion rates,
such that while a customer may shop online for all sorts of reasons, those who visit a store are likely to make a purchase
[47]. This can make the traditional retail strategy better where face-to-face interaction and immediate access to goods
matter [47].
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Consumer behaviour in both models is also fairly dissimilar with self-specified digital consumers looking for
convenience, a great many choices, and low prices [48]. E-commerce is convenient in providing a larger variety of
products, evaluations, and home shopping [48]. In contrast, traditional consumers pursuing shopping as their hobby enjoy
strolling through stores, the actual contact with the goods, the need to touch and feel the items before the purchase, and
taking home goods without even waiting for their delivery [48], [49]. This feature of the shown type of shopping can
become the significant source of competitive advantage for the brick-and-mortar stores, particularly in the clothing
accessories and luxury products segments [49].

In assessing the major strength and weakness of both e-commerce and traditional retail, it has been found that both
models have their own strengths and weaknesses. Where e-commerce is weak is in its incapability to go global attract
costumer and to make huge amount of saving while traditional retail still dominate in local market penetration and high
contact services. A combination of online and physical presence might offer the best solution for retailers who want to
benefit from the advantages of both when a market environment is constantly shifting [49].

2.2. Challenges and Opportunities

Strategic models of retail face certain problems in the modern world of commerce and consumption. One of them is high
operating costs, especially rent of physical stores, personnel, and utilities [26]. Related, these fixed costs reduce pricing
flexibility and put a binder on the competitive advantage e-commerce threaten to wield against traditional retailers [32].
In addition, issues of scalability persist because the manner in which one extends a physical store presence entails rather
large capital commitments like the establishment of more stores and additional supply chain complications [33].
Furthermore, variations in the economic environment may decrease traffic to the stores and have a concurrently, reduce
the number of sales and thus profitability during a cycle or crisis [35].

E-commerce, on the other hand, presents large improvement possibilities for retailers in terms of product offered and
market scope. It offers business the unique opportunity of operating in the international market despite the geographical
limitation enabling many to sell their products and services to the clients from all parts of the world [38]. These global
access points offer retailers possibilities to set up various kinds of revenue streams and serve unique sub segments that
might otherwise be out of reach by conventional retailing [39]. Inappropriately, electronic shop fronts use data analysis
and artificial intelligence (Al) in presenting products and services tailored to the individual consumer. Application of
Artificial Intelligence in product promotion and personalized marketing communication makes customer satisfaction and
chances of purchasing higher [40]. Such personalization has become a major competitive advantage especially for
organisations operating in the online retail industry since it makes it easy for the retailers to understand their clients better
and create lasting bond with them [21].

However, e-commerce is far from being a choric as it comes with several issues of its own. Logistics is still a major
issue, especially regarding how to get the product to the consumer, especially with ‘last mile delivery’ quickly becoming
a competitive advantage to customers [43]. This would help reduce the overall cost of operations and minimize the risk
of loss due to damage in situations whereby the delivery network in certain geographical areas is quite complex [43].
Also, many issues pertain to data security and privacy because e-commerce platforms receive and transmit personal
customer data during deals [45]. This is particularly the case since the protection of people’s data is critical to sustaining
their trust, and accordantly meeting the industry standards [46].

To overcome the above explained shortcomings of both models, there have evolved comprehensive business models
commonly known as ‘click-and-mortar’ models. These interconnect the Internet character of e-commerce with the
tangible environment of M stores, which possess the advantages of both approaches [30]. For instance, most stores have
adapted to physical shops as a way of delivering online orders, increased alternatives like click-and-collect [47]. This
strategy enables retailers to sustain a physical market stand while leveraging on the benefits accorded by digital business.
In specific, integrated approaches have been found to be very suitable in attending to the pluralistic needs of the
contemporary consumer by providing both the virtual and the brick-and-mortar services [49].

3. Methodology

This study adopts an ex-post quantitative research approach to analyze data collected from e-commerce and traditional
retail business models. Data was gathered using questionnaire-based surveys, targeting two key groups: retail business
owners and consumers. The survey focused on key performance indicators (KPIs) such as operational costs, satisfaction
levels, and challenges faced by both models, as outlined in prior research [16], [23]. A total of 200 respondents
participated in the study, providing diverse insights from both e-commerce and traditional retail sectors. The study
emphasizes small and medium-sized enterprises (SMEs) as they are essential for understanding sectoral differences in
digital transformation adoption [23], [29].

The responses were analysed using the Statistical Package for Social Sciences (SPSS) software [50], [51] and [52]. SPSS
facilitated the identification of relationships, patterns, and distinctions between the two business models based on the
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survey data [50]. Descriptive statistics were employed to summarize key metrics, and correlation tests were used to
explore associations among variables such as costs, customer outreach, and operational efficiency [50], [51].

The insights derived from the SPSS analysis highlight the strengths and weaknesses of each model, helping determine
where e-commerce excels and where traditional retail offers advantages [51]. The methodology aims to provide a
comprehensive view of how each model performs in addressing market demands, equipping retailers with the knowledge
to make strategic decisions [51], [52]. This approach enables businesses to assess which model, or combination of
models, will best suit their operational needs and future growth objectives [52].

4. Results and Discussion

This section of the research provides a comparative evaluation of the e-commerce and the traditional business models by
comparing the results of the research from a self-developed online questionnaire filled by 200 participants, involving
business owners in the retail business and the consumers. The investigation was conducted with the help of the SPSS
system to ensure the understanding of functioning aspects of performance indicators including costs, customers’
coverage, inventory control, supply chain, and potential for growth, as well as customer satisfaction. The following is a
breakdown of the findings in relation to the objectives followed by tables and figures.

4.1. Cost structure analysis
The research conducted showed that the fixed and variable cost patterns of e-commerce and traditional retailers were
vastly different. Table 1 summarizes the average monthly operational costs across various categories for both models:

Table.2. Evaluation of retail system based on customer experiences in the purchasing process the purchasing process

Cost Type E-commerce (USD/month) | Traditional Retail (USD/month)
Real Estate 1,500 7,000

Staffing 3,000 5,500

Digital Marketing 2,000 1,000

Utilities 500 1,200

Total Average Cost | 7,000 14,700

According to the research data it can be summarized that foreign e-commerce firms are enjoying cost edge by putting a
cumulative overall savings close to fifty percent on their total monthly expenses as compared to their traditional
counterparts. Another factor that makes costs significantly lower in e-commerce than bricks-mortar stores is the rental
expenses of the shops and hiring employees [21], [32]. Such observations concur with prior studies on how digital retail
operations help to reduce costs. The graphical presentation of these findings is given in figure 1 at the end of this page.
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Figure.3. Comparison of monthly operational costs between e-commerce and traditional retail

4.2. Customer reach and engagement
Customer access and contact are two key performance indicators that define how effectively a business can attract and
communicate with consumers. Table 2 presents the reach of both models across different market levels:
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Table.3. Comparison of monthly operational costs between e-commerce and traditional retail

Metric E-commerce (%) | Traditional Retail (%)
Local Market Reach 60 90
Regional Market Reach 80 40
National Market Reach 70 35
International Market Reach | 50 10
Digital Engagement Rate 75 20

Due to the fact that e-commerce companies operate in IT based platforms which are accessible on the internet, they have
a wider coverage especially in regional, national and international markets. On the other hand, such retail models do not
underestimate the domestic market importance, 90 % of respondents stressed the significance of direct communication
with customers. Figure 2 —Market penetration comparison which highlight the digital reach strength of e-commerce.
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Figure.4. Graph of Comparison of monthly operational costs between e-commerce and traditional retail

4.3. Inventory management and supply chain efficiency

Managing inventory is the critical practice area that makes a significant impact on the operational excellence. Table 3
shows the adoption rates of inventory management techniques and their efficiency ratings across the two business
models:

Table.4. Market reach comparison between e-commerce and traditional retail

Inventory Management | E-commerce Adoption | Traditional Retail Adoption | Efficiency Rating (1-
Technique (%) (%) 5)

Real-Time Tracking 85 40 4.5

Data Analytics 78 25 4.3

Manual Stock Checks 15 70 3.0

Automated Reordering 65 30 4.0

The study shows that basically e-commerce organizations employ real-time tracking and associated data analysis more
often which, in turn, make the inventory management more effective. These enterprises, which often engage in manual
stock audits, are at a disadvantage because they experience issues such as stock-outs and high response time in regard to
shifts in market preferences. All these differences are depicted in figure 3 below.
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Figure.5. Graph of Market reach comparison between e-commerce and traditional retail

4.4. Scalability and revenue generation models

They evaluated the businesses to consider the revenue and growth aspect with reference to scalability. Table 4 presents
the growth metrics, including average annual revenue and expansion rates:

Table.5. Inventory management techniques in E-commerce and traditional retail

Metric E-commerce | Traditional Retail
Average Annual Revenue (USD) | 500,000 350,000
Scalability Rating (1-5) 4.8 3.5

Expansion Rate (%/year) 15 7

E-commerce businesses are considered to have a higher scalability than regular ones and they have average annual
revenue of 500 000 USD and 15% growth rate. This is a contrast to traditional models which are limited by physical
barriers such as the need for new stores and extra staff. Figure 4: Scalability and Revenue Comparison between E-
commerce and Traditional Retail depicted graphically elaborates these findings.
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Figure.6. Graph of Inventory management techniques in E-commerce and traditional retail
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4.5. Customer satisfaction and retention
Customer satisfaction has always been considered a major determinant of business sustainability. The study measured
satisfaction across various factors, as outlined in Table 5:

Table.6. Scalability and revenue comparison between e-commerce and traditional retail

Satisfaction Factor E-commerce Rating (1-5) | Traditional Retail Rating (1-5)
Convenience 4.6 3.9
Product Variety 4.5 3.7
Personalization 4.4 3.6
Customer Service 3.8 4.5
Return/Exchange Experience | 4.2 3.9

E-commerce platforms received a relatively higher mean in the measures of convenience, variety, and customization as
showcased by coefficient of means showing effectiveness of Al and Machine learning in the shopping experience. But
within the customer service area, it appears that traditional retailers did significantly better because one is likely to get
physical contact with the customer as opposed to online retailing. These insights are further described in figure 5 below.

R E-commerce
mm Traditional Retail

Rating (1-5)
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Figure.7. Scalability and revenue comparison between e-commerce and traditional retail

4.6. Descriptive statistical analysis
To support the interpretation of the survey data, Table 6 provides a summary of the descriptive statistics, including mean,
mode, median, and standard deviation for key metrics:

Table.7. Customer satisfaction rating for e-commerce and traditional retail

Metric Mean Mode Median | Standard Deviation | Variance Range
Monthly Operational Cost 10,850 | 14,700 | 10,850 | 4,197 17,610,009 7,700
Local Market Reach (%) 75 90 75 12.5 156.25 30
Digital Engagement Rate (%) 47.5 75 47.5 38.3 1,466.89 55
Inventory Management Efficiency | 3.95 4.5 4.0 0.62 0.3844 1.5
Scalability Rating 4.15 4.8 4.15 0.92 0.8464 1.3
Average Annual Revenue (USD) | 425,000 | 500,000 | 425,000 | 106,066 11,250,000,000 | 150,000
Customer Satisfaction Ratings 4.28 4.6 4.3 0.33 0.1089 0.9

Table 7, presents vital insights into the operational and performance characteristics of both models. For instance, monthly
operational costs are significantly higher for traditional retail (mode: 14,700 USD) compared to e-commerce,
highlighting the cost advantages of online platforms. The local market reach shows a median value of 75%, emphasizing
that e-commerce offers global access but struggles to match the strong local presence of physical stores (mode: 90%).

The digital engagement rate for e-commerce is higher (mean: 47.5%), showcasing its advantage in customer interaction
through online platforms. Similarly, the inventory management efficiency score of 3.95 suggests that e-commerce
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benefits from automated tracking, outperforming traditional stores. Scalability is another area where e-commerce leads,
with a mean rating of 4.15, reflecting its ability to expand operations quickly.

4.6. Overall insights and discussion

The results show that e-commerce companies have greater cost advantage over traditional brick and mortar stores, are
more global in nature, easily expandable and better in using up to date inventory management techniques. Foresight that
allows for the use of such tools as Al, ML, and blockchain makes e-commerce more efficient in its decision-making
based on data and in engaging customers on a more personal level. Still, traditional retailers have a strong presence
locally and better store-level service the leading cause of increased specific market customer loyalty.

These results propose that the application of the hybrid model could be an effective strategy for numerous retailers since
it enables the retailer to benefit from aspects of both e-commerce and the conventional model. Online presence store
integration with physical stores removes necessity and convenience of having physical stores to meet customer needs
while still keeping the costs low and reach large. Further research could involve the sustainability of such hybrid models
and detecting how virtual reality technologies might complement the shopping experience in the future.

5. Conclusion

This paper presents a comparative analysis of e-commerce and traditional business frameworks in the retail industry and
assesses their advantages and disadvantages. This paper confirms that e-commerce models are well positioned to drive
down operational costs, extend customers’ base, and employ sophisticated inventory management strategies. This is due
to the fact they are virtual companies and are able to harness the power of big data and real time monitoring apart from
covering a wider market base. However, concepts based on traditional retail strategies are still relevant since local store
dominance and consumer engagement are essential for customers. While operating costs are relatively high, traditional
players reveal their strengths in customer service and sweetheart factors, thus receiving customers’ loyalty.

The research also gives consideration to a number of what might be considered intermediate possibilities: that is,
integration between the perceived benefits of online and conventional shops. Such approaches may assist to respond to
the constantly changing market environment and form a fair and varied strategy for different consumers’ needs. More
studies can be conducted towards this combined model and as to how other emerging technologies such as Al and
blockchain can be incorporated on both models. This perspective is crucial for managers attempting to make informed
decisions for their companies and to design efficient consumer relations within the retail sector.

References:

1. Alzahrani, J., “The impact of e-commerce adoption on business strategy in Saudi Arabian small and medium
enterprises (SMEs),” Rev. Econ. Polit. Sci., vol. 4, no. 1, pp. 73-88, 2019.

2. Azad, S., Meraj, Q.F., and Gupta, R.C., “Factors Influencing Online and Offline Shopping: A Case Study of
Srinagar City in Jammu & Kashmir,” IJMRA, vol. 9, no. 5, pp. 1, 2019.

3. Alavi, S.A,, Rezaei, S., Valaei, N., and Wan Ismail, W.K., “Examining shopping mall consumer decision-making
styles, satisfaction, and purchase intention,” The International Review of Retail, Distribution and Consumer
Research, vol. 26, no. 3, pp. 272-303, 2016.

4. Bolton, R.N., “The convergence of sustainability and marketing: transforming marketing to respond to a new
world,” Australasian Marketing Journal, vol. 30, no. 2, pp. 107-112, 2022.

5. Bach, T.M., da Silva, W.V., Souza, A.M., Kudlawicz-Franco, C., and da Veiga, C.P., “Online customer behavior:
perceptions regarding the types of risks incurred through online purchases,” Palgrave Communications, vol. 6, no.
1, pp. 1-12, 2020.

6. Barratt, M., Kull, T.J., and Sodero, A.C., “Inventory record inaccuracy dynamics and the role of employees within
multi-channel distribution center inventory systems,” Journal of Operations Management, vol. 63, pp. 6-24, Nov.
2018.

7. Bonetti, F., Warnaby, G., and Quinn, L., “Augmented reality and virtual reality in physical and online retailing: A
review, synthesis, and research agenda,” in Augmented Reality and Virtual Reality, T. Jung and M. tom Dieck, Eds.
Cham, BA: Springer, 2018, pp. 119-132.

8. Bernon, M., Tjahjono, B., and Ripanti, E.F., “Aligning Retail Reverse Logistics Practice with Circular Economy
Values: An Exploratory Framework,” Production Planning & Control, vol. 29, no. 6, pp. 483-497, 2018.

9. Beneke, J., de Sousa, S., Mbuyu, M., and Wickham, B., “The effect of negative online customer reviews on brand
equity and purchase intention of consumer electronics in South Africa,” The International Review of Retail,
Distribution and Consumer Research, vol. 26, no. 2, pp. 171-201, 2015.

10. Costa, P. and Rodrigues, H., “The ever-changing business of e-commerce-net benefits while designing a new
platform for small companies,” Review of Managerial Science, vol. 18, pp. 2507-2545, 2024.

1082



European Economic Letters
ISSN 2323-5233

Vol 14, Issue 4 (2024)
http://eelet.org.uk

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

217.

28.

29.

30.

31

32.

33.

34.

Calza, F., Sorrentino, A., and Tutore, I, “Combining corporate environmental sustainability and customer
experience management to build an integrated model for decision-making,” Management Decision, vol. 61, no. 13,
pp. 54-84, 2023.

Cain, P.M., “Modelling short-and long-term marketing effects in the consumer purchase journey,” International
Journal of Research in Marketing, vol. 39, no. 1, pp. 96-116, 2022.

Ceesay, L.B., “Building a high customer experience management organization: toward customer-centricity,” Jindal
Journal of Business Research, vol. 9, no. 2, pp. 162-175, 2020.

Chetioui, Y., Lebdaoui, H., and Chetioui, H., “Factors influencing consumer attitudes toward online shopping: the
mediating effect of trust,” EuroMed Journal of Business, vol. ahead-of-print, 2020. doi: 10.1108/EMJB-05-2020-
0046.

Dasoomi, M., Naderan, A., and Allahviranloo, T., “Predicting the choice of online or offline shopping trips using a
deep neural network model and time series data: A case study of Tehran, Iran,” Sustainability, vol. 15, no. 20, p.
14764, 2021.

Dwivedi, Y.K,, et al., “Setting the future of digital and social media marketing research: Perspectives and research
propositions,” Int. J. Inf. Manage., vol. 59, p. 102168, Aug. 2021.

Diaz, A., Gomez, M., and Molina, A., “A comparison of online and offline consumer behavior: An empirical study
on a cinema shopping context,” Journal of Retailing and Consumer Services, vol. 38, pp. 44-50, 2017.

Erfan Babaee Tirkolaee, S. Sadeghi, F. Mansoori Mooseloo, H. Rezaei Vandchali, and S. Aeini, “Application of
Machine Learning in Supply Chain Management: A Comprehensive Overview of the Main Areas,” Mathematical
Problems in Engineering, vol. 2021.

Frasquet, M., Molla Descals, A., and Ruiz-Molina, M.E., “Understanding loyalty in multichannel retailing: the role
of brand trust and brand attachment,” International Journal of Retail and Distribution Management, vol. 45, no. 6,
pp. 608-625, 2017.

Fuentes-Blasco, M., Moliner-Velazquez, B., Servera-Francés, D., and Gil-Saura, I., “Role of marketing and
technological innovation on store equity, satisfaction, and word-of-mouth in retailing,” Journal of Product & Brand
Management, vol. 26, no. 6, pp. 650-666, 2017. doi: 10.1108/JPBM-07-2016-1279.

Gupta, S., Kushwaha, P.S., Badhera, U., Chatterjee, P., and Santibanez Gonzalez, E.D.R., “Identification of
benefits, challenges, and pathways in E-commerce industries: An integrated two-phase decision-making model,”
Sustainable Operations and Computers, vol. 4, pp. 200-218, 2023.

Grewal, D., and Roggeveen, A.L., “Understanding retail experiences and customer journey management,” Journal
of Retailing, vol. 96, no. 1, pp. 3-8, 2020.

Gupta, A. and Arora, N., “Understanding determinants and barriers of mobile shopping adoption using behavioural
reasoning theory,” Journal of Retailing and Consumer Services, vol. 36, pp. 1-7, 2017.

Hobkirk, 1., “Key distribution strategies of top omni-channel retailers,” Logistics Management, vol. 1, pp. 48-53,
2016.
Jacob, M.E., and Johnson, J., “Conceptualising Digital Content Marketing for Greater Consumer Brand

Engagement,” Colombo Business Journal, vol. 12, no. 2, pp. 80-102, Dec. 2021.

Jayawardhena, C., Morrell, K., and Stride, C., “Ethical consumption behaviours in supermarket shoppers:
determinants and marketing implications,” Journal of Marketing Management, vol. 32, no. 7-8, pp. 777-805, 2016.
Khaled, A.S.D., Ahmed, S., Tabash, M.1., Al-Homaidi, E.A., and Hossain, M.1., “The Impact of Technological and
Marketing Innovations on Retailing Industry: Evidence of India,” Journal of Reviews on Global Economics, vol. 8,
pp. 948-957, 2019.

Kumar Singh, B., “Consumer behavior in online vs. Offline shopping: a Case study,” International Journal of Food
and Nutritional Sciences (IJFANS), vol. 11, 2022.

Lemon, K.N., and Verhoef, P.C., “Understanding customer experience throughout the customer journey,” Journal
of Marketing, vol. 80, no. 6, pp. 69-96, 2016.

Maitri, W.S., Suherlan, S., Prakosos, R.D.Y., Subagja, A.D., and Ausat, A.M.A., “Recent Trends in Social Media
Marketing Strategy,” Jurnal Minfo Polgan, vol. 12, no. 2, pp. 842-850, 2023.

Mufioz Macas, C.V., Espinoza Aguirre, J.A., Arcentales-Carrién, R., and Pena, M., “Inventory management for
retail companies: A literature review and current trends,” Research Anthology on E-Commerce Adoption, Models,
and Applications for Modern Business, 2023.

Muntagheem, M., and Raiker, S.D., “A study on consumer behaviour towards online and offline shopping,” IRE
Journal, vol. 3, no. 4, pp. 56-62, 2019.

Nosi, C., Pucci, T., Melanthiou, Y., and Zanni, L., “The influence of online and offline brand trust on consumer
buying intention,” International Journal of Retail & Distribution Management, vol. 49, no. 7, pp. 918-938, 2021.
Ng, I.C., and Wakenshaw, S.Y.L., “The Internet-of-Things: Review of Literature and Insights on the Power and
Functionality,” Journal of Business Research, vol. 101, pp. 119-138, 2019.

1083



European Economic Letters
ISSN 2323-5233

Vol 14, Issue 4 (2024)
http://eelet.org.uk

35.

36.

37.

38.

39.

40.

41,

42,

43.
44,

45.

46.

47,

48.

49,

50.

51.

52.

Ogunmola, G.A., and Kumar, V., “E-commerce research models: a systematic review and identification of the
determinants to success,” International Journal of Business Information Systems, vol. 43, no. 1, pp. 87-106, 2023.
Purnomo, J.Y., "Digital Marketing Strategy to Increase Sales Conversion on E-commerce Platforms,” J. Contemp.
Adm. Manag. (ADMAN), vol. 1, no. 2, 2023.

Pantano, E., “Artificial Intelligence in Marketing: The Changing Landscape of Consumer Behaviour,” Journal of
Business Research, vol. 146, pp. 41-49, 2022.

Palumbo, R., and Herbig, P., “E-commerce: consumer behavior,” Journal of Internet Commerce, vol. 1, pp. 1-21,
2021.

Rodriguez, H., Costa, P., and Barros, S., “Effects of technological advancements on retail processes,” J. Manage.
Technol., 2023.

Scully, R., Patel, S., and Singh, R., “Online vs Offline shopping: where the customer chooses to buy,” J. Consum.
Mark., vol. 39, no. 4, pp. 123-136, 2023.

Satpathy, S., Patnaik, B., Patra, A., and Das, P., “Consumer's online purchase intentions: an exploratory study in
India,” J. Res. Interact. Mark., vol. 15, no. 3, pp. 46-68, 2021.

Srikant, M., and Kaakandikar, R., “Consumer behavior analysis on online and offline shopping during pandemic
situation,” Int. J. Account. Finance Asia Pac., vol. 4, no. 3, pp. 75-87, 2021.

Strauss, J., Frost, R., and Poon, S., “E-marketing,” 7th ed., Pearson, 2021.

Shahriari, S., Shahriari, M., and Gheiji, S., “E-Commerce and Its Impacts on Global Trend and Market,”
International Journal of Research — Granthaalayah, vol. 3, no. 4, pp. 49-55, 2015.

Verhoef, P.C., Kannan, P.K., and Inman, J.J., “From multi-channel retailing to omni-channel retailing: introduction
to the special issue on multi-channel retailing,” Journal of Retailing, vol. 91, no. 2, pp. 174-181, 2015.

Xie, K.L., Zhang, Z., and Zhang, Z., “The business value of online consumer reviews and firm responses to it: An
empirical study of the hotel industry,” Tourism Management, vol. 62, pp. 123-136, 2017.

Yao, P., Osman, S., Sabri, M.F., and Zainudin, N., “Consumer behavior in online-to-offline (0O20) commerce: a
thematic review,” Sustainability, vol. 14, no. 13, p. 7842, 2020.

Zhang, Y., and Wang, H., “Omni-channel retailing: the new norm for retail enterprises,” J. Innov. Market., vol. 6,
no. 1, pp. 12-25, 2023.

Zhang, X., Zhou, G., Cao, J., and Wu, A., “Evolving strategies of e-commerce and express delivery enterprises with
public supervision,” Research in Transportation Economics, vol. 80, p. 100810, 2020.

Gupta, S., Kushwaha, P., and Singh, R., “Application of SPSS in Analyzing E-commerce Adoption Among SMEs”,
Journal of Business Analytics, 5(1), 56-68, 2023.

Patel, A., and Kumar, V., “Evaluating Consumer Satisfaction in Omni-Channel Retail Using SPSS”, Journal of
Retail and Consumer Services, 65, 102513, 2022.

Sahil Sagar., “The Impact of Digital Transformation on Retail Management and Consumer Behavior”, IOSR
Journal of Business and Management (IOSR-JBM), e-ISSN:2278-487X, p-ISSN: 2319-7668. Vol 26, Issue 1. PP
06-14, 2024,

1084



