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Semester Project: Proposed E-Commerce Start-Up Company

This report is a summary and analysis of all necessary components to build a successful and profitable web presence for a new sports memorabilia online store.  The storeowner will be able to sell specialty memorabilia items via the web, through web marketing strategies.  Customers will enjoy coming back again and again as the owner sell his items and updates his store with new offerings as they come available.  The owner will have to use some of his own creativity to create the web pages himself, saving web start-up costs and developing a relationship with his customers by staying involved with the web site management as a whole.

About Us

We are a consulting firm specializing in web development and design with expertise in online marketing and presentation.  We can help you makes decisions on strategies for your web presence.  Our goal is to help you establish a positive image, prepare cost analysis, research the competition and inform you of the products available to help you be successful at gaining and retaining customers worldwide. 

Competition

In order to evaluate web sites that sell sports memorabilia, it makes sense to look at both good and bad web site examples.  

If you take a look at www.grandstandsports.com you will find a state of the art web site, with many pages devoted to selling sports memorabilia items on the web. The site is laid out with the subject contents links listed on the left side of the page and the right side of the page has links to memorabilia based on the top sports celebrities currently in the news. It also has a listing of its hottest items under its contents listing. The body of the main page has images of the owner with some of the current hot celebrities. You can also search for a specific item that you are interested in without having to go to the trouble of using the links and searching through all the pages of the site. Clicking on the links from the main page will bring you to thumbnail images of items for sale. When you click on the thumbnails, you get larger images of the items. This feature is an important part of this web site because most of the items for sale include autographs. Getting a larger view of the signature and being able to see the placement of the signature could make the difference in making the sale. 

One of the creative services that this company offers is an auction as a fundraiser.  It also has a link to display cases for sale to hold your sports memorabilia purchases. The content is straightforward, mostly dedicated to it items for sale, and the look and feel of the many pages is consistent with the main page so you know when you click on the links that you are still in the same web site. All the links lead can lead you back to the home page or to any other subject matter listed in the contents.  

This web site offers incentives for its shoppers like free shipping and it also offers a 10% discount for Internet customers. The web shopping experience includes shopping cart services, secure server checkout, and acceptance of major credit cards. They also accept checks and money orders.  The web site gains credibility by listing some of the well-known companies that it does business with including Neiman Marcus and Bloomingdale’s. The site also has a page dedicated their relationship with CBSMarketWatch to help add to the respectability and authenticity of its services. Another feature of this web site is that it can handle and welcomes international orders.

If you look at a local web site, home.wi.rr.com/jevintage/home.html you will find a small business web site that doesn’t offer the features of the Grandstand Sports web site. The similarities to our project is that this web site sells Wisconsin sports memorabilia. Unfortunately, the page is poorly laid out because it is way too long, it has links to other pages, but when you click on the links and go to another page, you can’t get back to the home page through another link. The colors on the page are hard on the eyes and not all the links work. This will frustrate the users and make them leave the site, never to return.  The ordering instructions are primitive although this site does offer one feature that Grandstand Sports doesn’t, and that is the use of Paypal, which is a micro payment system for accepting electronic cash. This is obviously a web site that has its purpose, this person wants to sell a small amount of items on the Internet and doesn’t need an extensive site to accomplish his goals, but the creation of the web site is a poor example of a user friendly web site. On a positive note, this web site is a member of a web ring. A web ring is a group of similar sites that are linked to one another by a navigation bar.  The web ring forms a concentration of sites, allowing visitors to quickly find what they are looking for. Each ring is created and maintained by an individual called the Ringmaster. Ringmasters determine the look and feel of the ring, approve and manage member sites, and encourage other sites to join. Ringmasters help to develop virtual communities based on the ring topic. 

The fact that the proprietor of our new start-up company has outlined detailed specific objectives that he wants to incorporate in his web site makes it much easier to create a meaningful web presence.  Obviously, the larger, successful Grandstand Sports web site has been developed with much thought, planning, and financial resources.  Some of the services incorporated in these examples can be purchased through a web hosting company; so programming resources do not have to be too extensive in order to build a successful web presence. I feel that this company can develop its web pages on its own, with the help of a good web hosting company. 

Hosting

Web hosting services considered for this project include WebBusiness.com, Hostway.com, and Interland.com. I chose to evaluate these three companies because they allow the flexibility of moving from a small web-hosting plan into a larger plan if our needs dictate the move. Plus each one offers their service plans in a variety of combinations. Although this makes it a little difficult to compare the companies to each other, since you aren’t really comparing apples to apples, I felt that it was important to look at the many options that are available within each web hosting company.  Since this is a start-up company, starting with a smaller plan will make sense, so the following numbers are for web-hosting services that allow for future growth and fall in the middle of the spectrum of web hosting services. I have found that after researching the competition, this web site will have to be graphically intensive in order to sell sports memorabilia on the web successfully. 100 items for sale would mean at lease 100 images within the web pages for our company.  That number does not include the company logos and banners, the navigation buttons and backgrounds, or any other images that the start-up company owner might want to include on his web site.

· Interland

Interland offers web design, web hosting, domain name services, dedicated hosting, and e-commerce services including a merchant account, payment processing, shopping cart, and security certificates.  Interland’s web building tool is called ezSiteBuilder and it offers a 15-page site with site wizard tools and templates to help you build your web site on your own. It is structures to hold a variety of content that you can customize to make it meet your needs.  There is a $50.00 set-up fee for this service. 

Interland also offers domain name registration.  You can save money by registering your domain name for a larger number of years.  The plans start at $63 for a 2-year registration plan and go as high as $210 for a 10-year registration plan.  Interland’s web-hosting monthly service includes 24/7 tech support, 300mg disk space, 15gb bandwidth, SQL database server, which is necessary for a detailed description of the 100 items that we want to sell, and reporting functions to evaluate traffic to our site.  Interland also offers marketing services called MarketBooster.  MarketBooster includes a service called Meta Mechanic, which generates TITLE and META tags for you automatically. These tags aid search engines in deciding under which keywords a web site should be listed. Another service is called Page Primer which determines if your site is optimized for selected search engines and identifies what can be done to maximize your potential to make the top rankings. Search Engine Starter and Search Engine Tracker are other services offered that automatically submit your site to the top 100 search engines for placement and then analyze and compare the rankings of the web site for 15 different top search engines.

Interland’s services start at $79.95 with a set-up fee of $49.95. The e-commerce services are additional and will cost approximately $100 for Verisign registration and an additional $50.00 per month for shopping cart and credit card processing services.  I have had personal experience with this company and I know from experience that they offer high quality services.

· WebBusiness

WebBusiness offers web design, domain name registration, and web hosting services at a different price structure than Interland.  Their monthly fee for web-hosting and domain name registration is cheaper than Interland, but their web design service is costly although they include one year of web hosting in their plan, which costs $599.00. The web-hosting plan included in their package does not meet our needs as it only includes 40mb storage space and it does not include SSL encryption (secure server) or shopping cart services. In comparison, the plan offered that has 300mb of storage space is $50.00 per month, with no set-up fee.  WebBusiness offers search engine submission software but does not offer credit card transaction services, you would have to purchase that from a bank that accepts Internet transactions. Domain name registration is a flat $19.95 per year and they do not offer any specials for purchase of more than one year. Again, reporting services are included which is very important in evaluating future needs. 

· Hostway

Hostway offers web design, domain name registration, and web hosting services, also. Hostway’s web design service includes software called SiteStudio that is a browser based web site building tool that comes free with any Hostway plan that you purchase.  Domain name registration through Hostway costs $35 per year, with a minimum purchase of a 2-year registration.  To make a fair comparison, I chose to preview the 300mb plan (Platinum Plan), which costs $89.95 per month. It includes Verisign certification, SSL encryption, shopping cart services, 24/7 support, and reporting tools.  The cost of credit card transaction services is $54.95 per month plus a small percentage of sales. Hostway does not charge any set-up fees; all fees are included in the monthly service plans.  Hostway is currently offering a special on their e-commerce package that includes CyberCash and AuthorizeNet, plus Search Engine Power Pack, for your marketing needs. Hostway also offers more options for other considerations like customer service tools, data management tools, and soon they will be offering customer relationship management tools for streamlined communication with our customers

All of these companies offered more services than I have listed here, but the ones I have discussed are part of the criteria for the sports memorabilia company’s business plan. Hostway also offers a 200mb plan (Gold Plan) at $39.95 per month with all the same features as the Platinum Plan. Interland does not have a 200mb plan to compare with this one and WebBusiness’ 200mb plan does not offer all the extra features that this company offers. My preference would be to choose Hostway’s plan, and start with the Gold Package at $39.95 per month. This is less expensive than the 300mb plan, but offers all the extra e-commerce solutions that we need to meet the criteria of the company and for ease of transaction processing. To be successful in the fast-paced technological world that we live in, it makes sense to me to choose the company who is also advancing their technologies for their customers.

Security

Web servers can be set up to run a various privilege levels. The highest privilege level provides the most flexibility and allows programs to execute all instructions and to have unlimited access to any part of the system including highly sensitive and privileged areas. Only a system administrator would need access to every file on a server, so security must be in place to make sure that only those who need access can gain access to specific areas on a web server.  All order information and information regarding customer information should be made available to the merchant that is receiving the order so secure connections should be in place in order to make sure that both parties are who they say they are.  For a company to successfully dispel fears that customers might have about the unknown when it comes to security on the Internet, there are a few simple steps to follow. These steps involve selecting a web server capable of supporting secure transactions, acquiring a certificate from a Certifying Authority, configuring and testing your server, and making sure your infrastructure supports these services. 

In setting up a web server, SSL becomes a vital part of the security process.  SSL is a protocol that sits above the communication layers that transfer data between a browser and your HTTP server. There is a key icon that appears on the border of your browser when you reach a secure web site. Netscape, IBM, and Microsoft are a few of the vendors that offer SSL capable web server software.  If you are looking for a web hosting service, this service should be taken into consideration. 

After you make sure that you have the right server for your SSL needs, then you need to acquire a digital ID or certificate. A certificate is a specially coded object that uniquely identifies your site, much like a driver’s license or passport identifies you.  It contains your public key (for encryption), an expiration date, the name of your organization, and a digital signature of the issuer. A certificate is required no matter which web-hosting vendor you choose to host your site. A certificate doesn’t automatically come with your web server; you have to request one for each domain and server within your organization that you intend to host SSL on.  Certificates are created and provided by Certifying Authorities. VeriSign is one such organization, and it provides certification services for all of the major web servers. Part of the process of acquiring a digital certificate is to uniquely identify your web site using something called a distinguished name.  A distinguished name includes a combination of several components, including country, state (or providence), locality, organization, organizational unit, and common name. Once you have identified these components for your site, you can create a certificate request file. Your server vendor will supply a utility for generating this file. For example, Microsoft’s IIS sometimes uses a program called keygen to prepare the data. This is a sample of what the file could look like:

C:\inetsrv\server>keygen  MyPassword1 keypair.key  request.req  “C=US, S=WISCONSIN, L=MILWAUKEE, O=MYFIRM, OU=SALES, CN=www.myfirm.com”. This information would generate a file named request.req containing your request encrypted with your public key (in this example it is MyPassword1). The next step is to e-mail the data stored in request.req to the Certifying Authority. To ensure proper processing of your request, Verisign asks that you include a copy of the command that you typed to generate the file (excluding your password). 

When you submit your request to Verisign, payment information has to be included. The fee for the first digital ID is $290 and additional server certificates cost $95 each. After one year, they all need to be renewed for $75 each.  According to the Hostway web-hosting plan that we have selected, this fee would be included in the service, saving the sports memorabilia company the $290 charge.

Once your certificate has been sent to you, save the contents of the message to a text file.  Similar to how the request file was generated, each server product will have a different set of tools for installing the certificate. For IIS, simply use the setkey program and provide the same password you used with keygen, along with the name of your certificate file and the keypair key file created when you built your original request. This will enable SSL using the certificate data stored in your certificate file for all servers running on the system. 

If the sports memorabilia company currently has a firewall installed, it will have to be set up to allow data transmission through port 80, the default port for the web’s HTTP protocol. SSL, by convention uses port 443. Your browser knows this and switches to using that port whenever a site referenced by https (the SSL-specific URL prefix) is used instead of http. 

If the web server you’re enabling SSL on is out side your firewall, which it is, clients that are external to the company will have no problem reaching the site. However, people within the company won’t be able to reach the server unless you create a hole in the firewall to allow access.

Since we are targeting the general public as potential clients, it’s safe to assume they’ll be able to use a browser capable of supporting SSL. Even users on AOL, CompuServe, and Prodigy who previously were offered only basic web browsers can now use browsers from Netscape and Microsoft. 

As content is prepared for the secure portion of our site, we will try to minimize the number of pages that actually have to use the SSL feature.  Since all the data that gets sent between the browser and the web server in secure mode is encrypted, it’s possible for the system to incur an additional drain and decrease overall performance even while serving regular pages. Our site will look to SSL only to provide an easy way of collecting payment information, which should only involve one or two forms where users will enter credit card numbers and expiration dates.

Payment Systems

Making purchases over the Internet involves five parties: the customer, the customer’s credit card issuer (issuing bank), the merchant, the merchant’s bank, and the company processing credit card transactions over the Internet. A merchant account, which is given by an acquiring bank, is needed in order to accept credit cards. A customer enters the website and decided to place an order of one of the products. The customer selects the product via the shopping cart or catalog. The order is totaled, and a request is made to purchase. The customer now takes his credit care, which he gets from an issuing bank, and enters the sensitive data (credit card number, shipping address, etc.) onto the form on the web page. The sensitive data is then submitted, collected and passed securely through the acquiring bank’s server. This data collection is done in real time via the web. 

With all the needed information, the acquiring bank securely contacts the processor associated with the merchant’s merchant account and verifies that the credit card number is valid, not stolen, as well as comparing the card number to an anti-fraud database. If all passes correct, the purchase price will be reserved from the issuing bank of the consumer’s credit card, and allocated to the merchant’s merchant account. This transaction is then added to a growing batch that is associated to the merchant account. 

Each morning the processor will settle the batch; it is at that time that all monies move. Funds reserved will be transmitted from the issuing bank of the cardholder’s credit card to the merchant’s merchant account. Fees associated will automatically be paid out of these funds as they are moving. 

A smart card is a credit card sized plastic card embedded with an integrated circuit chip. It provides not only memory capacity, but computational capability as well. The self-containment of smart cards makes them resistant to attack, as it does not need to depend upon potentially vulnerable external resources. Because of this characteristic, smart cards are often used in different applications, which require strong security protection and authentication. A smart card can act as an identification card that is used to prove the identity of the cardholder. It also can be a medical card that stores medical history of a person. For our purposes, a smart card can be used as a credit/debit bankcard that allows off-line transactions. All of these applications require sensitive data to be stored in the card, such as name, address, medical history, and cryptographic keys for authentication. The smart card is sort of the predecessor to the electronic wallet, which holds credit card information along with all the other information found on the smart card. Unfortunately, the smart card requires both the merchant and the customer to have a special card reader on their systems in order to complete a transaction.  

On the other hand, electronic wallets, which store all of the information that you would use to fill out a form when on-line ordering, would be a more useful tool for the customer when opening the new e-commerce site.  It is known that many on-line shoppers abandon their shopping carts when they get to the checkouts and they have to enter their name, address, ship to address, credit card information and other pertinent items needed to complete the transaction. In order to accept electronic wallets, the merchant must have the proper software to accept this form of payment. Both the wallet manufacturer and the merchant would have to coordinate their efforts in order for the merchant to accept this as a form of payment. Otherwise the merchant couldn’t recognize the information in the wallet because the wallet wouldn’t know what information goes onto the merchant’s forms. Because of these obstacles, electronic wallets are not as widely used at was hoped. 

Paypal enables any business or consumer with an email address to securely, conveniently, and cost-effectively send and receive payments online. The Paypal network builds on the existing financial infrastructure of bank accounts and credit cards to create a global, real-time payment solution. Basically, Paypal eliminates the need to pay online for purchases by writing and mailing checks or using credit cards. Paypal allows consumers to send money instantly and securely to anyone with an email address, including online merchants. The advantage for merchants who accept Paypal as a form of payment is that it eliminated the risk that can be associated with other forms of payment. Paypal merchants and consumers register for Paypal accounts. Consumers add money to their accounts by sending a check to Paypal or using a credit card. Once the consumer’s payment has been approved and deposited, they can use their Paypal money to pay for purchases. Merchants also sign up with Paypal. The merchant pays Paypal a rate of 2.9% + 35 cents per transaction. Then every time a transaction goes through, Paypal send the merchant an email message stating that their payment is waiting for them at the Paypal web site. 

The sports memorabilia company will start with accepting credit card orders the Internet, which is part of the web-hosting package that we will purchase through Hostway.  I think that Paypal should be part of the company’s start up offerings, it isn’t anymore expensive to the merchant than credit card processing, and the benefits of adding this extra option for the customer could possibly generate more sale for the merchant. 

Marketing Strategies

In order to get potential customers to come to your website there are various approaches to take. In order to achieve a successful web presence you must attract visitors, make the site interesting enough for visitors to stay and explore, convince visitors to follow the links in the pages, create a consistent company image, build a trusting relationship with the visitors, and encourage visitors to return again.  Unlike other ways of reaching customer, the web is different in that it is a two-way communication tool. Companies that acknowledge the web’s capability as a way to have two way meaningful communications with their customers will be successful. Those that fail to communicate effectively through this channel will lose customers to competitors that do.  Businesses that are successful on the web realize that every visitor to their web site is a potential customer. People who visit a web site very seldom arrive there by accident; they are there for a reason. Those visitors arrive for many different reasons including: learning about the products, buying the products offered, obtaining warranty information, obtaining general information about the company, obtaining financial information, identifying management, and obtaining contact information for a specific area or department in the organization.  One way to get people to know about the new company’s web site is through mass media marketing. In this one-to-many communication model, the recipient is passive and the seller is active.  This could be achieved through radio and TV ads or by sending brochures out in a mass mailing.  

The web affords you many communication channels. The many-to-one communication model occurs when searching for product information. It would be important for the sports memorabilia web site to make sure that it gets a high rating by the search engines in order to make this successful.  The higher listing would make the site more visible to people searching for specific items on the web.

The web also give you the flexibility to use a one-to-one model (as in the personal contact model) in which you communicate via the web with an individual working for the seller, or even engage in many-to-many communications with other potential buyers. The defining characteristic of a product information search on the web is that the buyer actively participates in the search and controls the length, depth, and scope of the search.

The web mall is a way to engage in a many-to-one communication with the customers. Becoming part of a web mall would benefit the sports memorabilia merchant, along with becoming part of a web ring, as discussed earlier.  

International, Legal, and Tax Issues

· International

In order to do business effectively in other countries, this web site would have to adapt to other cultures and languages.  Some languages require multiple translations for separate dialects though, so creating web pages for the many languages throughout the world would be no easy task. If you have your web pages in multiple languages, the request message on a web browser sends to the web server when it establishes a connection can include a request header. That request header contains information about the browser software, including the browser’s default language setting. The web server can detect the default language setting of the browser and automatically redirect the browser to the set of web pages created in that language.  Another approach is to include links to multiple language versions on the web site’s home page. The web site’s visitor must select one of the languages by clicking the appropriate link.  Web sites that use this approach must make sure that the links are identifiable to visitors who read only those languages.  Thus, the links should show the name of each language in that language. Many languages use the country’s flag to indicate language.  This practice can lead to errors, for example, using the Spanish flag to symbolize the Spanish language that doesn’t have the same meaning to Bolivians and Mexican people who also speak Spanish. 

 Machine translation is also called automatic translation or translation software. Machine translation software translates text in one language into another natural language, taking into account the grammatical structure of each language and using rules to transfer the grammatical structure of the source language into the target language. Word by word translation translates each word or phrase that it understands, but does not take grammar into account. Word by word translators are generally not as effective as automatic or machine translators. These software packages can range in price based on the language that you want to translate, for instance French translation software can be found for $79 while Chinese translation software starts at $249. There are also businesses that offer translation services for you. Systran is a company that offers a link to their server that has the translation applications that you might need, they have software that is downloadable to your desktop, and they have human translation services. If you choose to link to their server, they would add a translation “button” to your web page that would offer the user immediate translation of the page. This service would be the most convenient for a web company, as they wouldn’t have to worry about constantly updating their web pages for each language that the pages come in. Systran offers their translation services free if your web pages are 16kb or less. Unfortunately, with the graphic content that will be on our web page, I doubt if this can be accomplished. The service for pages larger than 16kb starts at $999 per year.

· Legal

Businesses that operate on the web must comply with the same laws and regulations that govern the operations of all businesses.  If they do not they face the same set of penalties, including fines, reparation payments, court-imposed dissolution, and even jail time for officers and owners that any business faces. Businesses operating on the web face two complicating factors as they try to follow the law. First, the web extends a company’s reach beyond traditional boundaries. Businesses that use the web immediately become international businesses so a company can become subject to many more laws more quickly that a traditional brick-and-mortar business tied to one specific physical location. Second, the web increases the speed and efficiency of business communications. Customers often have much more interactive and complex relationships with the companies they buy from on the web than they do with traditional merchants. Also, the web creates a network of customers who often have significant levels of interaction with each other.  Web businesses that violate the law or breach ethical standards face rapid and intense reactions from many customers and other stakeholders who become aware of the businesses’ activities. 

· Taxes

An online business is potentially subject to several types of taxes, including income taxes, transaction taxes, and property taxes. Income taxes are levied by national, state, and local governments on the net income generated by business activities. Transaction taxes, which include sales taxes, use taxes, and customs duties, are levied on the products that a company sells or uses. Customs duties are taxes levied by the United States on certain commodities when they are imported into the country. Property taxes are levied by states and local governments on the personal property and real estate used in the business. For this web business, the greatest area of concern is going to be sales taxes. Most states levy a sales tax on goods sold to consumers. Businesses must file sales tax returns and remit the sales taxes they collect from their customers. To determine whether a particular item is subject to sales tax, a seller must know where the customer is located, what the laws of that jurisdiction say about taxability and tax rate, and the taxable status of the customer. 

There are software solutions to handle sales taxes for online merchants. A company called Independent Systems (taxrates.com) is an example of a software company that sells sales tax database software. The basic software package starts at $900. Independent Systems also offers an integrated online solution that starts at $100 per year for 1000 transactions per month.  The Sales Tax Clearinghouse (thestc.com) is another company that offers online sales tax integration for a web business.  For $5 per month (for 100 transactions per month), your web site will be integrated with a tax calculation software module that will connect the web business directly to servers that calculate rates automatically. 

I think that the online solution is a better choice for the sports memorabilia business because it is cheaper than purchasing the necessary software. Plus with the software package, you would constantly have to update it with the constant tax changes that can occur.  Since there are over 7,000 jurisdictions in the United States, it seems that updating tax tables could become a cumbersome process. Also keeping the responsibility of current taxability with the contracted service would be one less thing for the new company to have to worry about.  I think that signing up with The Sales tax Clearinghouse is the choice for the sports memorabilia business, since it is a small start-up company, I would pay less for the tax service, and re-evaluate when the company reaches more than 100 sales per month on a consistent basis. 

Shipping

Shipping companies now offer e-commerce solutions that allow complete electronic shipping and tracking. You can also provide your customers with delivery options, such as choice of carrier, actual shipping rates, and speed of delivery.  This realistic shipping information will create better customer service, which will be good for this business. This is a service offered by partners of UPS. UPS also offers software that can show the customer tracking information of their order. This service would be an added benefit for customers, although I believe that the expense for a start-up company would outweigh the benefit and this product should be a future consideration but not necessary at the inception of this web start-up.

Summary

The sports memorabilia company can have success on the web by providing its customers with easy to use tools to make their shopping experience pleasant and simple.  By following the guidelines in this document, a web presence can be achieved at a reasonable cost. With intermediate computer skills, the proprietor of this company can manage his website himself by incorporating the tools that have been explained here.  To avoid costly mistakes, it is better to start out small and associate with companies that can handle your growth, as you become a successful company on the web. 
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