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1. Abstract

E-commerce is quickly changing from being a novelty into a common way to buy as well as a common channel to sell goods and services. Both buyers and sellers are  increasing in numbers, especially in B2B (business to business). E-commerce is not any more the first page news,  however, its potential is still not fully realized and understood. 

The biggest hurdle to achieve a better usage of B2C (business to consumers) e-commerce is the distribution of goods to the consumers. The tangibles can come from manufacturers, warehouses, shops or private persons.  In many ways the B2C distribution is similar to postal and delivery firms’ service. At the same time, postal service is in a crisis as many of the traditional postal services can be done over the Internet or by other organizations. Many post offices, like bank offices, are being closed due to high cost of personal and office space.

In all distribution and communication networks, it is the last mile that is the most expensive. The e-commerce distribution is not an exception. A local depot is a proposal of a solution for “last mile” distribution in combination with other already existing and needed businesses at the local level. Such a solution may make B2C e-commerce both attractive and cost-efficient.

This is a conceptual paper.
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2. Background

The Internet is fast becoming a natural part of our daily lives. It is taking its place in the same way as TV, refrigerators and cars did in earlier periods. This will gradually lead to new behavior and need for everybody in society. There is for example an increased number of people who in work at home (distance working and/or SME (Small Medium Enterprises)). Another example is that senior citizens are beginning to “catch up” in the use of Internet for communication, information up-date and for entertainment in the same way as the younger generation already has done.

One of the most promising applications is e-commerce. It is already a natural way to make contacts and business between enterprises or government authorities. The prefix “e” (electronic) is used for many disparate activities such as e-democracy, e-education, e-government and e-business.

Citizens in many countries are booking their air tickets, hotel accommodations, doing financial transactions, voting or filling forms for government agencies. These services are easy to obtain and they are cost-effective for  both parties. 

We are also ordering more and more over the Internet, especially books and records. Many intangibles that can be consumed directly or downloaded from Internet with or without payment, legally or illegally. E-bay‘s marketplace and auctions are booming.. Sellers and buyers all over the world are connected. Still the potential of e-commerce is  much bigger and in some ways, we are still just scratching the surface.

Particularly. there will be increasing possibilities to represent local community interests towards global players especially as local operators, contacts with authorities as well as brokerage, filtering of information, support for people working at home or locally.

Our contacts and interests are glocal, i.e. both global and local. By the global reach of Internet it is possible to buy services and products from all over the world. However, in the end most of the consumption takes place locally. 

3. E-commerce

The nature of e-commerce is such that it causes some realignment in the traditional produce-distribute-sell paradigm. Within the e-commerce model, the product is sold before it is distributed (produce-sell-distribute) and the product is often distributed directly to the end user.

The main ways to distribute sold items are:

· Physically, the whole way for tangible products/goods

· Electronically, the whole way for intangible products and services that can be directly consumed such as music or on-line films

· Partly electronically and partly physically (typically for photos into printed pictures, music into CD’s, motion pictures into DVD films or text into books). The conversion from intangible/electronic into tangible/physical product can be done at the consumer site if she has adequate equipment or on a convenient place between sellers/producers and buyers/consumers.

The prerequisites for success and profitability of e-commerce B2C for physical products and its profitability are well functioning and price efficient distribution or logistics from seller/producer to buyer. The traditional post order firms have already well established and efficiently working distribution channels and they are using e-commerce as one of the market channels in order to increase their competitive edge. The lack of well functioning logistics is the most important factor of failure of solely Internet based e-commerce companies. They may many times be successful sellers but failing to deliver on time.

In e-commerce, products can be sold before they are manufactured and the buyer is known in advance of manufacturing. This is quite a different situation from producing to an unknown buyer and with the risks of not selling the already produced products. This difference opens up for truly tailor-made products as well as for new ways of advertising and promotion. For example, since the product has already been sold, the packages can promote other goods and services than the delivered product.

At the Joint OECD/ECMT Seminar at “The Impact of E-commerce on Transport” in June 2001 some of the conclusions concerning how logistic operations will be affected by transport were:

· For e-commerce to develop, highly fragmented goods need to be delivered globally within a very tight frame and at low cost. Therefore, patterns of distribution are likely to change both globally and locally. (3)

· The change in distribution, especially home delivery, consisting of frequent small JIT shipments, may result in an increase in transport demand (not in ton-km but in vehicle-km). The overall impact on transport demands depends on many factors such as the efficiency with which home delivery systems are organized, and whether customers carry out other non shopping vehicle trips with the time they save from traveling to shops, and government policy. (3)

And concerning transport and local distribution:

· Great uncertainties which were reported were mainly caused by lack of knowledge concerning consumer behavior…(3)

· E-commerce in its present form is based on home delivery, which may lead to less consolidated deliveries and thus more freight traffic. This will cause environmental and social impacts for society and have major cost implications, as delivery efficiency could fall sharply and therefore operational costs could rise significantly. (3)

In order to overcome or avoid the negative consequences of e-commerce, governments need to establish a framework in which efficient distribution systems could be developed. (3)

Alain Rallet from University of Paris Sud sees:

B2C as a force of change in distribution and production models – despite its minority status in quantitative terms. What is at stake is the development of a far more demand-driven approach than has hitherto been the case. The use of ICT’s in the relationship with the final customer can provide a means to this end. The scale of the changes will depend on the extent to which the distribution and production models lend themselves to demand-driven control. (4)

4. Local depot

One of the new concepts in the area of e-commerce and local distribution that has been developed in a joint Ericsson-SCA research project ELON,  is the concept of local depot. The local depot is defined as a distribution and service center for a geographically limited area for a certain number of households and enterprises. The local depot is physically located in the community it is serving. (1)
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Figure 1: An overview of the local depot concept (example of distribution flows) (1)

Further advancement in e-commerce will require simultaneous development in the creation of local services that will involve not only distribution but also collection and storage of  tangible and intangible products, thereby supporting households and enterprises.  In practice, the local depot could be physically located in, and operated by, a retailer, café, convenience store (7-11), supermarket, school, gas station, community centre or post office, etc. E-commerce can’t really take off without well functioning distribution towards the consumers. Today’s distribution is not adapted to the new needs required by e-commerce.

Contacts between the local depot and its serving customers can take place over any communication media including physically passing by . 

The core services of a local depot would typically be:

· Delivery

Due to limited geographical area the distribution can be done using environmentally positive transports such as on feet, using bicycles or electric cars. The time of distribution can also be adapted to the local needs of the customers.

· Collection

Not everything that is bought over the Internet will be perfect and some goods will be returned. There are many other items that could be collected at the same time such as empty bottles, paper or used tins.

· Storage

In case the customer wish to collect the items herself, local depot will provide a facility for storage similar to post offices as well as refrigerators and freezers for food or temperate sensitive goods.

· Conversion from intangible to tangible products

As not everybody has all the different printing or conversion facilities at home there would be possibilities to get outprints of documents, pictures of good quality, extra copies, colorful invitations or similar. The local depot could have a role or niche for a medium size printer which would be too expensive to buy for the average home and special quality printer.

The add-on services include:

· Meeting place – café

The local depot could have another function as a local meeting place especially if most of the customers would come to collect their items by themselves. Free or almost free of charge coffee could be an important ingredient to stimulate contacts within the local community. 

· Brokerage for local services

Having a local depot in place it could function as an intermediary for services that could be offered for the community or in the community itself. Young people could announce their willingness to be a baby-sitter,  gardener or cleaning help. Any other professional categories that would like to get in touch with each other could do that in parallel with the local Internet services. Local depot staff could also be responsible for the community homepage activities.

· Working space

To work at home can in the long run be quite lonesome and a local depot could be a place to go to work not far away from home but still in another setting similar to an office environment.

All these different activities could add value and share cost of having just a distribution and storage center.  

5. Parties involved in a local depot concept

There are several parties for whom the local depot could be an interesting and prosperous concept by combining different services towards the local community that it serves.
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Fig 2. Parties involved in a local depot concept (1)

A local depot functions as a focal point for contacts and intermediation between locally present:

· Households

Households can gain by having a choice of several different delivery channels. They can buy in shops and transport goods by themselves as it is done for most of the households today. They can choose to buy over the Internet and have it delivered to the local depot or directly home. They can also have Internet intangibles that can be transformed into tangibles such as special format prints, paper photos, music or special greeting cards at the local depot premises. Their items can be stored at the local depot premises until the convenient moment to bring things home, directly or by special delivery, occurs.

· Local enterprises

For local enterprises or entrepreneurial individuals, the local depot is an opportunity to offer and market their services towards the local community. The local depot could also serve as a place to work and/or as a meeting place for people that are working alone at their homes.

And examples of parties presented outside of local community served by the local depot:

· Manufacturers

E-commerce gives an opportunity for the manufacturers to have a direct contact without intermediaries with end-users and consumers and production can be truly tailor-made and adapted to the individual needs. More accurate knowledge about customer needs makes it easier to attune production also for other sales channels. Extra economical advantage can occur if a product can be paid for before it is produced. 

· Stores

Stores can directly inform households and enterprises in the community served by the local depot about their products and special offers. People can physically shop their items in stores. Afterwards, bought items can be delivered from the actual store or warehouse or even from the manufacturers to the local depot and/or distributed through it to the consumers.

· Authorities, service providers, associations

Information from different parties can be distributed through the local depot.

6. Technical infrastructure

The important operative word in this concept is local. The depot should be local in two respects; physically and electronically. A local electronic environment comprises Intranet and sometimes local television and telephony system. Physically it is an area that is served by the local depot.

7. Conclusion and further research questions

The need of local solutions for distribution of tangible products is a major obstacle in order to establish well functioning B2C e-commerce. Distribution from different manufacturers, warehouses, shops etc to each individual household is difficult to achieve in an economical way and it can produce severe environmental threats if it would be used extensively. The local depot concept proposes a solution for the local distribution, collection and storage of goods as well as open up for the possibility of combining these services with other services to add value to both the customers, manufacturers and the operator of the local depot.

However, there are still several questions to be answered, investigated and real tests to be done in order to evaluate the concept. What are the conditions for this concept to be economically valid? How many households should there be per local depot? What kind of services are required already today and what can be expected in the future due to technical development, changing work structure and demographics? How long time will it take to have a local depot concept accepted by different parties? The local depot concept with solutions for local distribution, collection and storage is just the last part of the total logistic chain. How much will the existence of local depots influence the whole chain and vice versa? 
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Result a new infrastructure with local intranets and physical location.

Example of e-commerce flow:

customer orders a new book on internet

book is sent by bits to the local depot

customer is notified about delivery and decides either to go and fetch a book or to get it at home.

book is printed at the local depot.

New structure resembles more traditional telecom cluster structure with the local exchange.

The idea of the local depot should be tested real environment and new services we can´t imagine now can be discovered and developed.

Local depot could be also used as a proposal under the Information Society Technology  Programme (Thematic Programme II of the 5th Framework Programme). It could be a joined Ericsson, SCA and an adequate local community project.










