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Abstract

Purpose: The growth of online commerce is now becoming a major threat and a new opportunity for retailers. Existing offline retailers
struggle to cope with new online retailers' threats by utilizing offline infrastructure. Besides, online retailers expand their online strengths
to offline sales by opening their offline stores. Many retailers are paying close attention to the O20 business and the resulting changes.
Thus, this research focuses on the O20 business model and process that retailers can adopt. Research design, data and methodology:
Considering the features of products that retailers sell, this paper divides O20 business process with the following criteria: delivery lead-
time and delivery area. And This research uses the business model canvas to define the features of 020 commerce business process. This
paper also uses nine key elements in the business model canvas for analyzing the structure of O20 commerce business. Results: This
paper suggests the delivery model of retailers respond to offline customer orders and summarizes the following results. (1) Considering
characteristics such as logistics process, delivery area, and product type, we define the features of O20 business models: wide-area
(warehouse) based 020 business model, regional area (store) based O20 business model and time-separated O20 business model. (2)
This study checks the availability of the business model through the business cases of 020 business models. (3) This study also analyzes
the O20 business model of domestic retail companies by the factors defined in the business model canvas. Conclusions: Retailers can
adopt the 020 business process to fit their business requirements and strategy. The online retailers who deal with normal consumer
products mainly have the wide-area based O20 business model. The wide-area based O20 business model can be suitable for retailers
who manage inventory centrally. The time-separated O20 business model can be a good solution for fresh food retailers to operate the
logistics process efficiently. And to shorten the delivery lead-time of fresh foods, the regional area based 020 business model can be fit to
the retailer that utilizes its offline logistics or sales infrastructure. It may be much more important for retailers to share the inventory
information with other branches and to change the role of offline stores.
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Table 1: 020 Commerce business cases

Retailers 020 Commerce business cases
. Delivery within 4 hours in Seoul
Shinsegae SSG (Order before 4:30 PM)
Hyundai Dept. Delivery within 4 hours to customers who live
Store nearby store
Lotte mart Online-only Distribution Center construction
e-mart Online-only Distribution Center construction
GS Retail Delivery within 3.hours in Seoul to customers
who live nearby store
Coupang Free delivery within a day
Wemakeprice Delivery within a day for customer orders
before noon
Tmon Delivery within 24 Hours
Source: Own.
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Figure 3: Structure analysis of the O20 business types
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Table 1: 020 business model building blocks by O20 business process types

Building blocks Wide-area based 020

Regional area based 020

Time-separated 020

Nation-wide / Wide-area

Customer segments
ranged customers

Regional area (nearby-store)
ranged customers

Customers in extended regional area
or major demand area

Operational efficiency  with
effective integrated logistics
inventory management

cost-|

closeto
and

Value proposition

Fast delivery through local bases in

inventory
sharing and utilization

customers, local base| Logistics Efficiency and Revenue

generation via early-bird delivery

Distribution channel | Channel strategy mainly on Online

Online/Offline tied-in channel strategy

Channel strategy mainly on Online

Customer

relationship Low-cost delivery for mass products

Shopping convenience by delivering
fresh products frequently

Shopping convenience by expanding
range of use area and merchandise

Revenue streams | Online revenue

Online/Offline revenue

Online revenue

Distribution Center, specific-area
Key resources

Regional Base(Store), Local Delivery

Extended regional delivery|

management in distribution center

delivery Infrastructure Infrastructure infrastructurein specific time zone
Lo .| Store inventory/sales management,| Preparation inventory and parcel deli-
Preparation inventory and parcel deli-{ ~ . . ) .
- . . . online very, scheduling direct vehicles,
Key activities very, scheduling direct vehicles, wave- ; S : .
order in-store picking, in-store wave | courier  delivery  order, wave-

management

management in distribution center

Key partners 3" party logistics(courier delivery)

Direct delivery vehicle & driver

3" party logistics(courier delivery)

partner partner, direct delivery vehicle & driver|

3“ party logistics(courier delivery)

Cost structure 3™ party logistics(courier delivery)| Direct delivery vehicle/driver cost,Direct  delivery  vehicle/driver|
cost,Warehouse/Store operation costs | related cost,store operation cost related cost, Warehouse /Store

operation cost

Source: Own.
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Figure 6: Time-based O20 business process
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