	Westwood College Online

	Week 3 Lecture: Technical Needs and Budget Development

Commerce is Money
Last week, we ended our online lecture by outlining some of the financial concerns any business will have when going online. They were described as:

1. Technology needs and security 

2. Web hosting 

3. Merchant accounts 

4. Product fulfillment 

5. Salaries

This week, we explore our options. Let’s examine these issues and see how we can create a budget for our site. 

Technical Needs & Security
Technical needs will vary from site to site, and are often strongly influenced by the revenue model and type of site. For example, if you have a site that follows a subscription revenue model, you need to be sure that you can have recurring monthly billing that is automated. Conversely, if you have a business that generates sales leads, you would want to insure the quality of those leads, so you can charge the most for your data. 

As you can see just from these two examples, our site plan may require fairly intricate technical knowledge that you as the site owner may not have right now. So what is the best way to leverage your skills and still be able to get the site off the ground? You basically have three options:

1. You can try and learn the various programming languages. 

2. Your can contract a freelance programmer who has the required skills. 

3. You can hire someone to provide the technical skills.

Any of these approaches are valid, and there is no right answer. Each approach has its own pros and cons. The final decision should be determined based on the cost to the company. For example, if you have a contract programmer who is charging by the hour, you can run into a hefty bill very quickly! You can also find very useful scripts available online for free or at low cost, if you have someone on your team who already knows how to implement them. The best thing to do is to make a list of your technical needs based on your individual site. Once you have that list you can start to create a budget.

Here are some questions you may ask yourself during the technical planning process that may help you generate a list of technical needs:

1. Do I need a database?
A database is used to store your sales and client information, as well as cross sell and up sell your site visitors. It is required of any dynamically driven Web solution. 

2. Do the pages need to be dynamically created, or can they be static html pages?
Let’s pretend you are selling CDs online. Suppose I just added the CD “Talking Heads: Remain in Light” to my cart. As the store owner, you want to get me to buy more than one CD, right? It increases my value as a customer if I buy more stuff! How do you get me to buy another CD? Maybe you present anther CD to me — but not any old CD. You would want to present a CD that I would be most likely to buy. So how do you decide? One method is to look at the data to determine what other buyers who have purchased this CD have also purchased. Another is to recommend a disc in the same genre. This is referred to as a relationship management, and requires a database to dynamically present the information to the consumer. 

3. Do I want to contact customers and site visitors after they have left my online store? 
If the answer is yes, you will need to analyze the site traffic. You may also need email, and the ability to email multiple people, without disclosing the recipients’ email addresses to the world. 

4. Will more than one person be in the company?
I hope your business grows like wild fire! But those new employees are going to need email addresses! That’s another item for your list! 

5. Can I do this alone?
That is the hardest question to answer. Most people, when they start planning a business, have no choice. They have to go it alone, because they don’t have unlimited funds to pay for all the resources they need. Whatever technical decisions you make, be sure that the person or service is responsive to  your needs! Customer service is key to sleeping at night. 

6. Do I need a shopping cart?
Believe it or not, not all ecommerce solutions need a shopping cart. And there are many ways to sell online now. But since we plan on growing our business, we should plan on having a cart that we can modify as we grow our bottom line. 

7. This is the last question — do I need the site to be secure?
I think for this class it’s a given. You need your site to be secure if you plan on selling anything. Security is important to protect your consumer when they input their credit card, but also to protect your data! In the online world, data is king. It is the backbone of your company, and that data is leverage every day into sales. You need to protect it. 

Protection is primarily provided through a security certificate (SSL certificate). Most online consumers recognize a secure site and look for the lock icon in their browser prior to purchasing from a site. Additionally, the use of secure http (https) has become commonplace. 

These certificates are digitally encrypted to prevent others from cracking into your firms’ databases. While this key is a simple number, the encryption is so intricate that they are virtually impossible to crack. SLL certificates come in two primary variations – 128 bit and 256 bit encryption. What do those numbers translate to? Let me give you an example: 

2 to the power of 256 = 115,792,089,237,316,195,423,570,985,008,
687,907,853,269,984,665,640,564,039,457,584,007,913,129,639,936 

That’s a big number! You can see how it would be hard to crack, and is required of government sites. All financial sites use 256 bit encryption, as do most commerce sites.

Phew! Is your head spinning? I know these are a lot of technical things to consider, but once you address these needs, you can go forth and find a hosting provider to determine what this is going to cost! And that is exactly what we’re going to do next. Make your list of needs and let’s get started.

Web Hosting
One of the most critical needs is server hosting. We want to make absolutely certain that we will have the information to help you tackle this important issue right away. Hosting is more than just the lowest price solution! The company needs to meet your needs that you outlined above, and allow use to grow or “scale’ quickly. We also don’t want the site to “go down” or not display in the browser due to a server error. All of these things should be considered when deciding on your solution. Hosting comes in three basic forms: shared, co-location and dedicated hosting.

· Shared: This is the most common firm of hosting for small businesses and individual sites. In essence you are “renting” space on a Web server that is managed, owned and located at the internet service provider (ISP) location. Other sites or businesses also reside on that same server. 

· Dedicated: Maybe your site is growing or you have multiple domains (URLs) that you need to host.  This option is a good choice if you need to run a very large site, or want to run multiple Web sites and have a great deal of access and control. 
· Dedicated hosting is very much like co-location, with the primary difference being that the Web host, not you, owns the server. The server belongs to them and resides with them. You have a server ‘dedicated’ to your use. 

· Co-location: This method of hosting is often used when businesses begin to grow. In co-location hosting, your business owns the server that hosts your site. You even maintain the site and the server! The benefits of this type of hosting are security and redundancy. Often these physical buildings are protected with armed guards. They may be closer to the backbone of the Internet and can provide better performance to your site. Finally, they may also have multiple locations around the country that prevent outages. Usually you will pay a “rack fee” for this service. Co-location hosting is usually best for those situations where you have a lot of technical skill available, but don't want the responsibility of housing the server(s) at your own physical location.

There are many, many Web hosting companies available today, so you want to get out that check list and start to review some of your options. Once you decide on a host, you can determine the type of database (Access or MySQL), the scripting language (PHP, ASP.net, CFM), and the various other technologies you will use in your site. 

Product Fulfillment
Product fulfillment is more that just how your product is shipped. Fulfillment often requires a strategy all unto itself, to support the growth you plan for your company. For example, some companies have warehouses that store their inventory, and pick and pack according to the received orders. Since the entire purchasing process is handled electronically, this warehouse requires technology to support those incoming orders as well as handle customer service. 

Depending upon the type of product you are providing, and how large your business is, you may find yourself having a relationship with fulfillment partners. These vendors manage the warehousing and actual shipment of your products. For many e-commerce sites, this is really the only way to go, if the company doesn't already have its own warehousing and fulfillment in place. 

Another solution is a general fulfillment house. This is a fulfillment service that will warehouse and ship your products, based not on their own specialty, but on your requirements. Even if your site is relatively small, you may have enough volume to warrant this type of service. Using one can certainly help you get the product to the customer with the least amount of difficulty. 

It is important to note that not every company needs to outsource their fulfillment. If you have a small budget, a place for all of your merchandise, and time to handle it yourself or with employees, you might find that you can run the fulfillment side of the operation as effectively, or for greater profit, with the do-it-yourself model. You may also be able to offer the order for download, as in the case of software.  The point is that you want to know your options, so you can effectively plan for your future success.

Merchant Accounts 

Assuming you will be doing sales online, you will need to accept some method of payment. Often cart technology is included in hosting. Some providers also include third party solutions. It is important to understand that just having a cart does not complete all the needs required to sell online. You will need to have a merchant account. Merchant accounts are provided through such companies as VISA MasterCard, American Express. Visa and MasterCard accounts are negotiated with your bank. The business negotiates for the best rate and fees that it will pay, based on the company’s credit history. 

If you are a new business, you can see how this might present a problem. If you choose to open a merchant account, you will more than likely need to have a person guarantee with the bank. So you don’t have an 800 credit rating? Never fear — there are alternatives. PayPal and other third party payment solutions not only provide a quick method to accept payments with little technical skills, but often these solutions are available or “bundled” with a hosting account. It’s worthwhile to consider these options when analyzing your hosting provider. Remember — a shopping cart technology is not a merchant account! Include these fees in your budget.

Salaries
Salaries in the Web profession tend to be based on skill and experience, as well as geography. A mid-level individual will cost between $45,000 and $70,000 per year, based on where they live. Highly-skilled and experienced individuals — particularly in the areas of programming, management, and executive administration salaries — can go much higher and range from $70,000 - $200,000 per year. Even though you are just starting your business, you want to be sure to include salaries for yourself and your staff in your budget that are realistic and responsible. Remember, there may come a day (and this is likely) when you need to borrow money. Having a sound and realistic plan demonstrates your knowledge to the lender. Saying you will make $2000 a year is not realistic.

Be sure to consider your skills realistically. It’s common to need to do a lot of the tasks when the company starts; however, you will want to play your strengths! If you are not strong at programming, for example, you may want to research the costs of a contractor. 

Marketing & Advertising
No matter how great your idea, or how well your Web site is designed, if no one knows  you exist, it is a futile effort. You need to get people to your site! That marketing and advertising effort is ongoing, and needs to be considered in your budget. Fortunately, there are many new Web 2.0 techniques, such as viral marketing, that work by leveraging the power of sites like YouTube to help get you started. Link exchanges are another effective method of gaining search engine ranking. Key word buys through Google AdWords and Yahoo are also very effective. While the initial cost of these words may seem inexpensive, the selection of them should not be taken lightly. You want traffic on your site that wants to BUY not window shop, since you are paying for them to “click thru”. 

Bringing it all Together 
OK, now we need to sharpen our pencils and get those calculators out, because we’re going to create our initial budget for our site. Below is a chart that may serve as a guide. You can create this in Microsoft Word or Excel. These numbers are NOT real — this is just an example of formatting. Your budget will be driven by the product and the competitiveness of the market. Be sure to include your vendor name, staffing needs, and the rationale for your decision in KGA 1 Part 2 of this week. 


Item 

Annual Fee
Technology Needs and Security

$2000

Web Hosting

$2000

Merchant Account 

$2000

Product Fulfillment

$2000

Salaries

$2000

Marketing & Advertising

$2000

Total Annual Fees

$12,000

	


