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Abstract 

E-commerce has become a major force in the transformation of contemporary business and 

commercial activity. The expansion of internet connectivity, smartphones, digital payments, 

online marketplaces, cloud computing, artificial intelligence, data analytics, and integrated 

logistics has changed the manner in which businesses create, deliver, and capture value. 

Traditional business models, which historically depended on physical stores, geographically 

limited markets, direct customer interaction, and conventional distribution channels, are 

increasingly being challenged by digital alternatives. At the same time, the development of e-

commerce does not necessarily imply the complete replacement of traditional commerce. 

Increasingly, businesses are combining physical and digital channels through omnichannel and 

hybrid business models. Research on e-commerce indicates that online platforms can expand 

market access, facilitate cross-border transactions, improve convenience, and generate valuable 

customer and market data. The OECD has also highlighted the evolution of platform-based, 

subscription-based, and online-offline e-commerce models. (OECD) Recent studies further 

suggest that traditional markets can be transformed rather than simply eliminated when digital 

technologies are integrated with existing commercial strengths. (eprints.lancs.ac.uk) This paper 

examines the impact of e-commerce on traditional business models, focusing on changes in 

value creation, customer relationships, marketing, pricing, distribution, supply-chain 

management, competition, and organizational strategy. It also examines the challenges faced 

by traditional enterprises, including technological investment, cybersecurity, employee skills, 

organizational resistance, and changing customer expectations. The paper argues that 

successful adaptation increasingly depends on strategic integration of digital and physical 

capabilities rather than choosing exclusively between online and offline commerce. 
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Introduction 

The development of e-commerce represents one of the most significant transformations in the 

history of modern commerce. Traditional commerce developed around physical marketplaces, 

shops, offices, wholesalers, distributors, sales representatives, printed advertising, and face-to-

face transactions. These structures provided important advantages, particularly personal 

interaction, physical inspection of products, local relationships, and immediate possession of 

purchased goods. However, they also imposed geographical and operational limitations. A 

physical retailer generally served customers within a defined market area, maintained 

https://www.oecd.org/en/publications/unpacking-e-commerce_23561431-en/full-report/component-7.html?utm_source=chatgpt.com
https://eprints.lancs.ac.uk/id/eprint/151314/?utm_source=chatgpt.com
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substantial premises and inventory, and depended heavily on conventional methods of 

promotion and distribution. 

The expansion of the internet changed these conditions. E-commerce enabled businesses to 

present products and services through digital platforms and allowed consumers to search, 

compare, order, and pay electronically. The OECD describes e-commerce as a rapidly evolving 

phenomenon that facilitates cross-border trade, increases consumer convenience, and enables 

firms to access new markets. It also identifies platform-based, subscription-based, and online-

offline models as important developments in contemporary e-commerce. (OECD) 

The importance of e-commerce extends beyond the establishment of online stores. It has 

changed the fundamental assumptions underlying many business models. Businesses 

increasingly compete on the basis of digital visibility, speed, convenience, personalization, 

customer data, platform participation, delivery performance, and technological capabilities. A 

company that previously depended on a local customer base can potentially reach customers 

across national and international boundaries through digital channels. 

Traditional businesses have consequently faced both competitive pressure and new 

opportunities. Some physical retailers have lost market share because consumers can purchase 

comparable products online at competitive prices. Other retailers have adapted by establishing 

websites, mobile applications, digital payment systems, home-delivery services, and social-

media channels. The resulting commercial environment is increasingly hybrid, with physical 

and digital channels operating together. 

Recent research on the transformation of traditional business models emphasizes that 

digitalization changes how firms create, deliver, and capture value. A 2025 systematic literature 

review identified technological and data-driven innovation, economic and labour-market 

effects, strategic management, marketing, consumer trust, platform development, and 

sustainability as recurring themes in research on digital transformation. (IDEAS/RePEc) 

The transformation therefore deserves analysis not merely as a technological development but 

as a fundamental change in commercial organization. 

Conceptual Foundation of E-Commerce 

E-commerce broadly refers to commercial transactions conducted through electronic networks, 

particularly internet-based systems. It includes the sale and purchase of physical products, 

digital goods, and services, as well as associated activities such as digital marketing, electronic 

payment, customer communication, order processing, and online customer support. 

The development of e-commerce has produced multiple business models. Business-to-

consumer models connect companies directly with consumers, while business-to-business 

systems facilitate transactions between enterprises. Consumer-to-consumer platforms allow 

individuals to buy and sell products among themselves. Subscription models provide recurring 

access to goods or services, while platform models connect multiple groups of users. 

The OECD notes that digital technologies form the backbone of many contemporary e-

commerce innovations. Data generated during digital transactions can support product 

targeting, customer matching, personalization, and business decision-making. (OECD) 

This data dimension distinguishes many e-commerce businesses from conventional commerce. 

A physical transaction can generate limited information concerning the customer's purchasing 

https://www.oecd.org/en/publications/unpacking-e-commerce_23561431-en/full-report/component-7.html?utm_source=chatgpt.com
https://ideas.repec.org/a/vrs/vaecst/v16y2025i2p115-126n1010.html?utm_source=chatgpt.com
https://www.oecd.org/en/publications/unpacking-e-commerce_23561431-en/full-report/component-7.html?utm_source=chatgpt.com
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decision. An online transaction may generate information about search behaviour, browsing 

patterns, product comparisons, purchase history, response to advertisements, payment 

preferences, and subsequent engagement. Such information can become an important strategic 

resource. 

Traditional Business Models Before E-Commerce 

Traditional business models were generally structured around physical infrastructure and 

relatively stable distribution channels. Retailers purchased products from suppliers, maintained 

inventories, displayed products in stores, and sold directly to customers. Manufacturers 

commonly depended on distributors, wholesalers, agents, and retailers to reach final 

consumers. 

Customer relationships were frequently based on geographical proximity and interpersonal 

interaction. Local reputation could be particularly important. A retailer could build loyalty 

through personal service, familiarity with customers, credit relationships, after-sales assistance, 

and community participation. 

Traditional commerce also provided customers with sensory and social experiences. 

Consumers could physically inspect products, discuss purchases with sales personnel, and 

immediately take products home. These characteristics continue to provide advantages in 

several categories of commerce. 

However, traditional models often involve relatively high fixed costs. Businesses may need to 

maintain physical premises, employ sales staff, manage local inventories, and undertake 

conventional advertising. Market expansion may also require the establishment of additional 

branches or distribution arrangements. 

E-commerce changes many of these requirements. A digital platform can present products to 

customers without requiring a physical store in every market. This does not eliminate all costs, 

because technology, logistics, warehousing, digital marketing, payment processing, and 

customer service remain necessary. Nevertheless, the structure of costs and capabilities 

changes substantially. 

E-Commerce as a Disruptive Force 

E-commerce can be considered disruptive because it changes the competitive basis of 

commercial activity. Traditional retailers historically competed through location, product 

assortment, customer service, reputation, and price. Online businesses add additional 

dimensions such as search visibility, platform ranking, delivery speed, user reviews, 

recommendation systems, digital advertising, and technological convenience. 

Price transparency is one important consequence. Consumers can compare prices among 

numerous sellers with relatively little effort. This can intensify price competition and reduce 

the information advantage previously held by sellers. 

Market reach is another major transformation. A physical retailer may have a strong local 

presence but limited access to distant consumers. E-commerce can extend the potential 

customer base nationally or internationally. Research on digital transformation of traditional 

markets has found that ICT adoption can reduce certain transaction costs and alter channel 

power while simultaneously creating opportunities through network effects and business-

model innovation. (eprints.lancs.ac.uk) 

https://eprints.lancs.ac.uk/id/eprint/151314/?utm_source=chatgpt.com


 

 

 

 

1437 
 

 

The Sankalpa: International Journal of Management Decisions  

ISSN: 2454-7425 

Volume 12, Issue  (July - December 2026) 

The effects are therefore complex. E-commerce can threaten existing commercial structures 

while also providing mechanisms through which traditional businesses can reinvent 

themselves. 

Transformation of Value Creation 

A business model explains how an organization creates, delivers, and captures value. E-

commerce changes each of these dimensions. 

Value creation increasingly depends on convenience, accessibility, personalization, digital 

experience, speed, and information. Consumers may value an online retailer not simply because 

it sells a product but because it makes product discovery, comparison, payment, and delivery 

easy. 

Value delivery has similarly changed. Products may reach customers through integrated 

logistics networks rather than through conventional retail stores. Digital services can be 

delivered instantly without physical distribution. 

Value capture has also evolved. Businesses can generate revenue through direct product sales, 

subscriptions, commissions, advertising, premium services, transaction fees, and platform 

participation. Consequently, digital commerce has expanded the range of possible revenue 

structures. 

The transformation of business models is particularly visible in platform businesses. Platforms 

can connect buyers and sellers without necessarily owning all the products being traded. Their 

commercial value can arise from facilitating interactions and creating network effects. The 

OECD identifies online platforms as an important category of e-commerce business model 

because they connect dispersed buyers and sellers in multi-sided markets. (OECD) 

Impact on Retail Businesses 

Retail is among the sectors most visibly affected by e-commerce. Online retail has changed 

how consumers discover products, compare alternatives, complete purchases, and evaluate 

sellers. 

Traditional retailers initially faced the possibility that online competitors could operate with 

different cost structures and serve customers beyond local geographical boundaries. Some 

retailers responded by developing independent online stores, while others joined established 

marketplaces. 

The emergence of omnichannel retailing has subsequently become particularly important. 

Under an omnichannel model, customers can interact with the same business through multiple 

connected channels. A customer might discover a product online, visit a physical store to 

inspect it, purchase it through a mobile application, and return it to a physical location. 

Research comparing e-commerce and traditional retail suggests that online models can provide 

broader market access and potentially lower operating costs, while physical retail continues to 

possess advantages in personal interaction and local customer relationships. This has 

encouraged interest in integrated approaches rather than treating online and offline commerce 

as mutually exclusive. (European Economic Letters) 

The physical store therefore has not become irrelevant. Its role is changing. Stores can function 

as experience centres, collection points, service locations, demonstration spaces, and 

fulfillment facilities. 

https://www.oecd.org/en/publications/unpacking-e-commerce_23561431-en/full-report/component-7.html?utm_source=chatgpt.com
https://eelet.org.uk/index.php/journal/article/view/2236?utm_source=chatgpt.com
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Consumer Behaviour and E-Commerce 

Consumer behaviour has undergone major changes due to e-commerce. Online consumers have 

access to extensive product information, customer reviews, ratings, comparisons, videos, and 

recommendations. 

Convenience is one of the strongest attractions of online shopping. Customers can purchase 

products without travelling to a physical store and can often do so at any time. This flexibility 

is particularly important for consumers who have limited time or live far from major 

commercial centres. 

The availability of reviews has also changed the balance of information. Customers can learn 

about other buyers' experiences before making decisions. This can increase transparency but 

can also create challenges involving fake reviews, manipulated ratings, and misleading 

information. 

Personalization represents another major development. Digital platforms can use customer data 

to recommend products based on previous behaviour. Although personalization can improve 

relevance, excessive data collection may create privacy concerns. 

Trust remains central to e-commerce. Customers must trust the seller, payment system, 

platform, product information, and delivery process. Consequently, reputation, secure 

payment, transparent policies, and effective customer support are critical elements of digital 

commerce. 

Marketing Transformation 

E-commerce has transformed marketing from primarily mass communication toward 

increasingly individualized engagement. Traditional retailers relied heavily on newspapers, 

television, radio, outdoor advertising, catalogues, and direct promotional activities. Digital 

businesses can use search engines, social media, email, mobile applications, content marketing, 

and targeted advertising. 

The ability to measure digital interactions is particularly significant. Businesses can monitor 

how consumers respond to advertisements, how long they remain on webpages, which products 

they view, and which campaigns generate purchases. 

Data-driven marketing allows businesses to modify campaigns quickly. However, this 

capability creates an obligation to use customer information responsibly. 

Social media has also reduced the distance between businesses and consumers. Customers can 

publicly express satisfaction or dissatisfaction, and a single commercial experience can 

potentially reach a large online audience. This has made reputation management increasingly 

important. 

E-Commerce and Pricing 

Pricing strategies have changed substantially in digital markets. Online consumers can compare 

prices rapidly, increasing competitive pressure. At the same time, businesses can use 

sophisticated analytical systems to monitor market conditions and adjust prices. 

Dynamic pricing allows businesses to alter prices according to demand, inventory, timing, 

customer behaviour, or market conditions. Such strategies can improve revenue management 

but may also raise concerns about fairness and transparency. 
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Traditional retailers can also adopt digital pricing technologies. Electronic systems enable 

faster updating of prices and coordination across channels. 

The increased availability of pricing information therefore benefits consumers through 

transparency while simultaneously creating new strategic challenges for businesses. 

Transformation of Distribution and Logistics 

One of the most important consequences of e-commerce is the transformation of distribution. 

Traditional retail generally involved customers travelling to stores, whereas e-commerce 

requires products to travel to customers. 

This has increased the importance of warehousing, order fulfillment, last-mile delivery, 

inventory visibility, and returns management. 

Businesses must increasingly coordinate digital orders with physical logistics. Customers 

expect accurate delivery information and increasingly rapid fulfillment. This creates pressure 

to improve inventory management and distribution systems. 

Digital technologies can help businesses forecast demand, monitor inventory, track shipments, 

and coordinate warehouses. The result is a closer integration between information systems and 

physical logistics. 

Effects on Small and Medium Enterprises 

E-commerce has created new opportunities for small businesses. A small producer can 

potentially sell products outside its immediate geographical market through an online 

marketplace or independent website. 

Digital platforms can reduce certain barriers to market entry. Businesses can advertise through 

social media and accept electronic payments without establishing extensive physical 

infrastructure. 

However, small businesses also face challenges. Platform fees, digital advertising costs, 

cybersecurity requirements, technological learning, and intense competition can create 

substantial pressures. 

The digital environment can therefore be both democratizing and concentrating. It lowers some 

barriers to entry while allowing large platforms to accumulate substantial market power 

through network effects and data advantages. 

Organizational and Workforce Transformation 

E-commerce requires organizations to develop new capabilities. Employees increasingly need 

digital marketing skills, data literacy, cybersecurity awareness, platform-management 

knowledge, customer-service capabilities, and logistics expertise. 

Traditional sales roles may change as customers obtain product information independently. At 

the same time, new jobs emerge in digital marketing, software development, analytics, online 

customer support, warehouse automation, and digital logistics. 

Organizations may therefore need to redesign training and recruitment policies. Digital 

transformation is not simply an IT project; it is an organizational transformation requiring 

changes in culture, skills, leadership, and processes. 

Challenges for Traditional Businesses 
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One major challenge is resistance to organizational change. Businesses that have operated 

successfully for many years may be reluctant to modify established processes. Employees and 

managers may fear that digitalization will undermine existing roles. 

Investment is another challenge. E-commerce requires websites, applications, payment 

infrastructure, cybersecurity, logistics systems, customer-support platforms, and digital 

marketing. 

Cybersecurity presents growing risks. Online businesses collect sensitive customer and 

transaction data and therefore need effective protection against fraud, hacking, identity theft, 

and other cyber threats. 

Competition is also intensified. Customers can access sellers from different regions and 

countries, making it difficult for businesses to rely solely on local competitive advantages. 

Recent research on traditional business models identifies legacy-system inertia, organizational 

culture, data-security concerns, and skill mismatches as important challenges associated with 

digital transformation. (Journal of Marketing & Social Research) 

The Rise of Hybrid Business Models 

The development of hybrid business models represents one of the most important responses to 

e-commerce. Instead of abandoning physical operations, traditional businesses increasingly 

integrate digital and physical channels. 

Such models recognize that physical stores offer advantages that online platforms cannot fully 

reproduce. Customers may want to see products, obtain immediate service, consult sales 

personnel, or participate in experiential shopping. 

Digital platforms, meanwhile, provide convenience, information, broad assortment, and 

personalized engagement. 

The integration of both environments can therefore produce stronger customer experiences. 

Research into digital retail ecosystems has highlighted the continuing value of physical 

interactions even as retailers develop digital business models. (Hanken School of Economics) 

Strategic Implications for Businesses 

Businesses should approach e-commerce as a strategic transformation rather than simply as the 

creation of an online sales channel. Successful implementation requires clear consideration of 

customers, value propositions, revenue models, technology, operations, employees, and 

competitive positioning. 

A traditional retailer should identify which customer needs can be better addressed through 

digital channels and which remain dependent on physical interaction. The objective should be 

to create complementary capabilities. 

Data should also become part of strategic decision-making. Businesses can use customer and 

operational information to understand demand, optimize inventory, improve marketing, and 

develop products. 

Partnerships can be important. Small enterprises may not have the resources to develop every 

technological capability internally and can therefore work with digital platforms, logistics 

providers, payment companies, and technology specialists. 

Future Prospects 

https://www.jmsr-online.com/article/download/pdf/323/?utm_source=chatgpt.com
https://research.hanken.fi/en/publications/the-evolution-of-the-digital-service-ecosystem-and-digital-busine/?utm_source=chatgpt.com
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The future of e-commerce is likely to involve greater integration of artificial intelligence, 

automation, immersive technologies, digital payments, predictive analytics, and connected 

supply chains. 

Artificial intelligence can support product recommendations, customer service, demand 

forecasting, fraud prevention, inventory planning, and marketing. Generative AI may further 

influence product descriptions, advertising, customer communication, and business analysis. 

Augmented and virtual reality may make digital shopping more interactive by allowing 

customers to visualize products before purchasing. Automated warehouses and intelligent 

delivery systems may improve fulfillment efficiency. 

At the same time, the boundaries between e-commerce and conventional commerce are likely 

to become increasingly difficult to distinguish. The dominant model may not be purely digital 

but rather an interconnected commercial ecosystem in which physical and digital experiences 

operate together. 

Conclusion 

E-commerce has fundamentally changed traditional business models by transforming market 

access, customer relationships, marketing, pricing, distribution, payments, logistics, and value 

creation. The transformation has created intense competitive pressures for conventional 

businesses, but it has also created substantial opportunities for innovation and expansion. 

The evidence suggests that traditional commerce is not simply disappearing. Instead, it is being 

reorganized. Businesses increasingly combine physical strengths with digital capabilities 

through omnichannel and hybrid models. Research on traditional markets demonstrates that 

digitalization can simultaneously threaten established structures and create opportunities for 

business-model innovation and ecosystem development. (eprints.lancs.ac.uk) 

The most successful businesses are therefore likely to be those capable of integrating the 

advantages of both online and offline commerce. Digital technology should be used not merely 

to imitate existing business activities through electronic channels but to redesign the way value 

is created and delivered. 

Ultimately, e-commerce has changed the competitive logic of commerce. Market reach, 

customer data, convenience, technological capability, digital trust, logistics, and adaptability 

have become central sources of commercial advantage. Traditional businesses that recognize 

these changes and invest strategically in digital transformation can remain competitive, while 

organizations that ignore changing consumer expectations may face increasing difficulties. 
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