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“I could absolutely imagine a decentralized Amazon. We've seen the
pieces. They're not all connected to one another. They're not all built
out or remotely mature, but I could imagine an open platform of
many different actors with different roles.”

— Joseph Lubin, CEO ConsenSys Systems
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Abstract

The Spl.yt protocol provides online businesses with fundamental
e-commerce technology infrastructure and marketing reach through
a global blockchain-based inventory system. The system is a less
expensive and more secure online commerce experience for all
participants. The protocol is designed to place buyer, seller, and
marketplace interests ahead of middlemen services that currently
dominate the industry. We believe Spl.yt users will save time and
money through its automated e-commerce functions that remove

costly and wasteful intermediaries and applications.

Spl.yt's core function begins when an online retailer connects our
easy-to-use SDK to load its inventory onto the blockchain. Once on
the blockchain, Spl.yt's smart contract grants access to all other
participating marketplaces. Any Retailer can encourage other
marketplaces to sell its inventory by setting a transaction reward for
them, automatically paid with every successful sale. As the entire
process is blockchain-powered, Spl.yt ecosystem participants can be
sure each transaction is secure, transparent, and free from
double-spend.

Spl.yt uses token economics to promote fair and reliable participant
behaviors. Spl.yt's global reputation system provides peace of mind
that reviews and ratings (necessary for buyers to trust retailers) are
performed fairly without censorship or manipulation, and reflect
behavior across the internet (rather than one website).

Spl.yt's dispute resolution protocol enables an e-commerce
environment in which buyers and sellers do not need to trust each
other, but instead rely on decentralized applications to verify
accuracy and resolve disputes.

Marketplaces connected to Spl.yt can benefit from higher operating
efficiencies, such as automated affiliate-marketing rewards, a global
reputation system that cannot be manipulated by a centralized
entity, and lower-cost dispute resolution. The combined effect of
these features benefits buyers as they will not need to browse
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multiple websites to find the best prices and products. The global
inventory system also enables innovative marketplaces to offer any
item (such as, sports tickets, cars, or art) for fractional purchase and
ownership. This increases consumer-access to assets that otherwise
may have been unattainable and seller-access to sales that otherwise
may never have occurred.

Spl.yt's goal is to improve commerce for everyone involved. Cost,
time, and security are at the heart of these improvements.
Blockchain technology and token economics provide a unique
opportunity to achieve this goal.

Today's E-commerce

In less than 25 years, the e-commerce industry has emerged as an
integral method for acquiring retail goods and services. Consumers
have rapidly incorporated online services into their shopping habits,
as reflected in the number of Americans who shop online booming
from 20% in 2000 to 79% in 2016. The industry’'s revenue growth
reflects this incredible rate of consumer adoption, with American
e-commerce revenues increasing from $25B (0.8% of all retail
commerce) in 2000 to $453B (8.9% of all retail commerce) in 2017.!
Approximately 15% of all American shoppers now purchase
something weekly online. The industry’s global revenue reached
nearly S1. 95T in 2016 and is projected to grow to nearly $4T by 2020.

But while e-commerce makes it easier for consumers to purchase
items without the need for a “brick-and-mortar” storefront, an
oligopolistic pattern is emerging. The top ten companies in the US
e-commerce space account for $290B 44 cents of every dollar spent
in US e-commerce passed through Amazon in 2017 (up from 38 cents
in 2016) across all of its services, with another 14 cents of every dollar
spent going through the next three largest players. ® These companies
leverage strong marketing presences and operational infrastructure
to inhibit newcomers from threatening their dominance of the
e-commerce space.

This massive shift in retail spending did not occur alone: entire
sub-industries have emerged to facilitate the online shopping

! https://www.census.qov/retail/ecommerce/historic_releases.html

% All monetary figures indicated in the currency symbol “$” refer to US Dollars.

3 https://www.emarketer.com/Article/Worldwide-Retail-Ecommerce-Sales-Will-Reach-1915-Trillion-This-Year/1014369
4 https://www.emarketer.com/Report/US-Ecommerce-Sales-2017-Top-10-Companies/2002164

® Figure includes fees collected by peripheral services like Amazon Web Services.
https://www.emarketer.com/Report/US-Ecommerce-Sales-2017-Top-10-Companies/2002164
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experience. As the internet evolved to drive changing consumer
behavior, so did the nature of marketing, customer service, inventory
management, delivery and fulfillment, product and service reviews,
customer behavioral analysis, and payment systems to facilitate it.
The following surveys some of those peripheral services.

Affiliate Marketing

Affiliate marketing describes methods through which an online
retailer pays commission to an external website for traffic or sales it
generates. Affiliate marketing 1is increasingly impacting
e-commerce, contributing to 16% of all US e-commerce sales® and
expected to grow 10% annually to $6.8B in 2020.” While many types of
affiliate marketing exist, commissions are generally paid on a
“per-click,” “per-signup” or “per-sale” basis. Likewise, many methods
for affiliate marketing exist as well, but generally take the form of
either “cross-promotion” -- where two online retailers promote each
other items for sale in their own marketing materials -- and “affiliate
promotion” -- where retailers work with reviewers, thought
influencers, web hosts, and other non-retailer parties to promote a
website or item.

A common affiliate marketing practice involves online retailers
paying intermediary services for cross-promotion or affiliate
promotion. “Generic” services are those like Google Adsense,
Pinterest, or Facebook Marketplace that place ads in front of
customer segments based on criteria like cookie-profiles, search
engine queries, or other similar means of targeted promotions.
Generic services frequently operate on a per-click model.
“Customized” services are those like ClickBank, CJ Affiliate, or
ShareASale who offer more of a human touch to the process,
including brokering agreements between cross or affiliate promoters
and providing services to ease that process. Customized services
frequently involve “members” who join their networks (often
involving an introductory or ongoing membership fee) and then
provide per-sale commissions to others who facilitate transactions
(sometimes charging a percentage of those commissions).

The market for affiliate services is unconcentrated. Competitors
generally compete on a sliding scale between quality, depth, breadth
of their networks, and price. As a service’'s network grows in scope

http://www.businessinsider.com/omnichannel-marketing-strateqy-and-research-e-commerce-and-online-sales-2016-11
7

https://mthink.com/affiliate-marketing-industry-grow-6-8-billion-next-five-years/
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and effectiveness, its pricing tends to do so as well. This leads to an
environment where online retailers and marketers must constantly
research which vendors provide which types of services, whether
new entrants offer innovative services or lower cost points, and the
dynamic quality of their memberships. Marketplaces regularly do not
remain loyal to the same affiliate services, and those who fail to
adequately research and stay nimble in their relationships risk
facing rising prices with an incumbent vendor whose effectiveness
1s simultaneously deteriorating. This can be devastating to retailers
in an ecosystem where affiliate intermediaries can charge as much
as 30% of each commission beyond additional initiation and monthly
fees.®

Dropshippers

Many online retail marketplaces do not hold the complete inventory
for every item listed for sale to their consumers; instead, they sell
items on behalf of an inventory holder who then fulfills the order by
shipping directly to the buyer. The inventory holder in this scenario
1s known as a “dropshipper.” The marketplace typically collects a
commission for securing the sale on behalf of the dropshipper after it
transfers the customer’s information for fulfillment. Virtually every
link in the e-commerce fulfillment supply chain can serve as a
dropshipper, including manufacturers, wholesalers, distributors, or
even sometimes other retailers with their own marketplace or
storefront.

The most common problem affecting dropshipping methods is
managing a synchronized inventory system to serve one or multiple
marketplaces. Dropshippers must ensure that, if an item runs out of
stock (or is discontinued), then every marketplace on which they list
that item reflects the item being out of stock (or discontinued) to
avoid customers purchasing an item that is unavailable. Although
some dropshippers do this manually and some utilize services
available to help automate this process, an estimated $93B of sales
are lost due to out of stock items each year’ The problem becomes
most pronounced when e-commerce traffic is exceptionally high
(e.g., during the holidays season), overloading back-end servers that
cannot process and communicate at a rate consistent with inventory
depletion. When an out of stock or discontinued item is sold, either
the dropshipper or the marketplace must contact the customer to

8

http://www.marketingminefield.co.uk/affiliate-marketing-costs-explained/

2 https://stellaservice.com/best-practices-sending-email-notifications-when-an-item-is-out-of-stock/
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inform the customer of the mistake, refund the customer’s money,
and possibly offer a discount or other incentive to avoid losing
customer loyalty.

No dominant inventory management service provider has emerged
with a solution to alleviate this problem, possibly due to the technical
limitations of legacy server-side inventory management solutions.
There is also little coordination between dropshippers and affiliate
marketing services since the legacy affiliate system requires a seller
to already have an interface to direct consumers. The result is a
complex supply chain and room for marketplaces to gain
market-dominance, which they can exploit with high prices, if they
can gain a strong intermediary position between dropshippers and
customers and marketers.

Marketplaces

Marketplaces serve as the online gatekeepers, connecting retail
customers to the manufacturers and the supply chain of the goods
for which they shop. The largest marketplace (by far) in the US is
Amazon . The rest of the industry is unconcentrated; there are
approximately 135,500 participants in the e-commerce marketplace

space (expanding at a rate of 11.5% per year over the last five years).

10

US E-commerce Marketshare Amazon’'s dominance in the
marketplace space relies on
its offering peripheral
services through its other
44% branches. Amazon Web
o————Amazon ) Services is a primary vehicle
for this strategy, which is a
major provider for storage
7% and processing for other

marketplace websites.

= 4% Amazon Affiliate Program is
4% @~ G—>—( Aple ) a  well-known affiliate
(walmart —E&—0 ) marketing network that
helps Amazon insert itself

between other marketplaces and product marketers. Amazon
Fulfillment allows sellers and marketplaces to utilize its matured

supply chain infrastructure, allowing other online retailers to fulfill
their orders quickly through a reputable method. Amazon

L https:y//www.recode.net/2017/10/24/16534100/amazon-market-share-ebay-walmart-apple-ecommerce-sales-2017
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Marketplace provides a front-end interface integrated with its own
retail interface for sellers and dropshippers to sell under the
behemoth’s brand (in 2017, Amazon Marketplace sales outpaced its
own direct sales for the first time'). Amazon Prime re-shaped market
expectations by offering free 2-day shipping (1-day in certain
metropolitan cities) to all subscribers; Prime also offers other
benefits, such as access to Amazon Music and Video content.
Through the successful execution of its approach, “all roads lead to
Amazon” when it comes to e-commerce.

As competition increases in the e-commerce space, marketplaces are
pursuing innovative approaches to compete with Amazon and each
other. Online retailers who also have substantial brick-and-mortar
presence (such as, WalMart, Costco, and Target) compete with Prime
by allowing customers to make purchases online and then
immediately pick the item up at the most convenient store.
Newcomers (such as, Etsy, Blue Apron, or TeeSpring) who do not
have brick-and-mortar presence have found success by specializing
in niche areas and providing services tailored to their respective
narrow audiences. Ultimately, although Amazon has a clear
stranglehold on its top-position in terms of inventory selection, other
retailers are finding room to grow by providing increasingly
competitive experiences and delivery methods to consumers.

How The Spl.yt Core Ecosystem Reimagines E-commerce

Spl.yt Core is a blockchain-based self-regulating social utility that is
publicly-accessible and easy to use. The ecosystem is designed to
provide superior and more convenient services for online retailers
(and their peripheral service providers) at costs much lower than
legacy centralized services, which decentralized applications make
possible. Splyt is intended to be a system highly attractive to
existing e-commerce participants who carry retail customer bases,
creating a path to market adoption and critical mass appealing to
retailers looking to expand their market presence and to customers
looking to save time and money. Spl.yt makes adoption easy for
existing online retailers through its easy-to-implement tools for any
website to enable Web 3 capabilities (such as, smart contracts, digital
tokens, and decentralized web services). These factors accumulate to
help any buyer, seller, marketplace, or other e-commerce participant
improve his, her or its experience and maximize value.

" https://www.entrepreneur.com/article/303532
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Spl.yt Core's development will initially be overseen by the Splyt Core
Foundation (Foundation), a nonpartisan, nonprofit entity. Spl.yt will
be launched with decentralized governance principles in mind, so
that the Foundation (similar to the core communities of Bitcoin and
Ethereum) will only be one coordinator among many efforts working
to increase Splyt’'s utility and network effect. Spl.yt Core boasts the
following capabilities to help e-commerce applications better
support users who buy, sell, and manage goods on their platform:
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Spl.yt Access Token (“SAT”)

SATs are intended to secure the integrity by serving five primary
functions:

L. Access Spl.yt to buy and sell inventory on the global
inventory blockchain;

2. Enable functionality independent from the functionality
in Ethereum, such as dual-token capabilities to protect users
from  unnecessary  volatility, allocate decentralized
decision-making power in an application (vs. protocol-layer)
environment, or methods of behavioral incentives (possibly
including, staking, derivative markets, etc.);

3. Disincentivize disingenuous behavior, including
spamming the network, defrauding other ecosystem members,
or failing to engage in real-world behavior that mirrors
on-chain agreements;

4. Incentivizing competitors to pool efforts towards
functions that are redundantly performed in legacy
e-commerce, reducing barriers that cause oligopolistic
corporations to thrive in the current e-commerce regime; and
5. Compensating individuals, such as arbitrators and
listing validators, who help ensure the integrity of the Spl.yt
ecosystem in a grassroots environment.

Decentralized Global Inventory

Multiple websites and platforms can contribute to and use Spl.yt's
shared inventory listing base, competing instead on other significant
business differentiators (such as, shipping fees, support services,
specialized competence, etc.). For example, if Amazon, eBay, and
textbooks.com were all connected to Spl.yt Core, sellers of textbooks
would only have to list their textbooks once on one platform and
Spl.yt would automatically populate their respective inventories on
any other connected platforms. Conversely, a buyer of textbooks
would only need to browse one Spl.yt-powered platform to compare
products and prices. After a buyer purchases an item listed in the
decentralized global inventory, the item will automatically de-list
from every marketplace, which avoids any risk that the same item
will be purchased twice. Retailers and customers are expected to
save time, money, and headache by using Spl.yt's low cost and
built-in technical accuracy.






