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An Overview of E-commerce

* I. Defining E-commerce

Electronic commerce, often referred to as e-commerce (EC), is a new model
of conducting commercial activities. It typically involves people using the Internet to
communicate and conduct business across the world, at any time, and almost
instantaneously. This network can be accessed using devices such as computers,
handheld (wireless) devices and mobile phones. Internet communication often
involves text, pictures, video and sound and more often than not the combination of
these formats, often termed as rich media! today.

The definition used in this course book will be straightforward and broad. It will
mean: the conduct of commercial activities using electronic processes or
instruments that are enabled by information and communications technologies
(ICTs).

Some people use the term “electronic trading” to mean much the same thing.
Others use “electronic procurement”, “electronic purchasing” or “electronic
marketing”.

At its most basic level e-commerce is about the deployment of information and
communications technologies to enable buyers and sellers to undertake transactions
electronically, especially over the Internet. It usually involves goods and services
being selected, ordered and paid for online, though it can also involve various
services, electronic processes and transactions that occur within and between
businesses.

At a more complex level it can be considered the enablement of all transaction
processes by ICTs. This encompasses e-procurement, e-purchasing, e-fulfilment?
and related activities. With this broad definition e-commerce is not entirely different
from e-business. It is not just limited to the final sales transaction between the

AL L RE AT H >



&8 [EnglishforElectronic;Commerce

business and an end customer, or final consumer, of goods and/or services.
Figure 1.1 places e-commerce into its broader context, where transaction is the
narrowest definition to the lighter outer rings.

b G Bt W Bt

Figure 1.1 The Broad Domain of E-commerce

E-commerce can present many new options for organizing and conducting
business. In an overall sense, it can be applied to:
« improve the performance of existing businesses and organizations;
« create new and different types of businesses, products and services; and,
+ respond to the business and e-commerce strategies of competitors.

* II. A Brief History of E-commerce

E-commerce applications were first developed in the early 1970s with
innovations such as electronic fund transfer (EFT®). However, the extent of the
applications was limited to large corporations, financial institutions, and a few
daring small businesses. Then came electronic data interchange, known as EDI*,
which expanded from financial transactions to other types of transactions processing
thus enlarging the pool of participating companies from financial institutions to
manufacturers, retailers, and many other types of businesses.

As the Internet became more commercialized and users flocked to participate
in the World Wide Web in the early 1990s, the term electronic commerce was
coined and EC applications rapidly expanded. One reason for the rapid expansion of
e-commerce was the development of new networks, protocols, software, and
specifications. The other reason was the increase in competition and other business
pressures.

 Since 1995, Internet users have witnessed the development of many innovative
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applications ranging from interactive advertisements to virtoal reaiity ‘experiehces.

Almost every medium and large-sized organization in the world now has a web site,

and most large corporations have comprehensive portals. The business world has

ever since entered an era of e-commerce.
Listed below are some major historical events of e-commerce development.

e 1887. US statistician Herman Hollerith (1860 —1929) sets up the forerunner of
IBM (International Business Machines), a company that will pioneer electronic
forms of doing business in the decades that follow;

e 1960s: IBM pioneers online transaction processing (OLTP): a way of handling
money transactions instantly using sophisticated computerized systems;

e 1970s: US company Docute! invents the ATM (automated teller machine), which
works using online transactions made through bank computers. The popularity of
ATMs leads to even more sophisticated forms of transaction processing;

e 1980s: CompuServe, Prodigy, and AOL (America Online) let people shop from
home using their computers and telephone lines;

e 1989. Tim Berners-Lee (1955 -) invents the World Wide Web, laying the
foundations for an explosive growth of e-commerce in the years that follow;

e 1994 . Jeff Bezos (1964 —) founds Amazon.com, the iconic e-store;

* 1994 Marc Andreessen (1971 -) develops the Netscape Navigator web browser
with a feature called SSL (Secure Sockets Layer) ; built-in encryption that allows
secure credit card transactions online. There is a huge explosion in online
shopping and business and the dot com phenomenon begins;

e 2000 - 2001; The dot com bubble bursts and over 750 online businesses go to
the wall*. At one point, Amazon. com’s share price plunges to less than 10
percent of its original value;

* 2008: E-commerce is more successful than ever, now representing 3. 4 percent
of total commercial sales. According to the US Census Bureau, total US e-
commerce retail sales for the first quarter of 2008 were about $ 32. 4 billion.

* II1. Electronic Commerce vs Traditional Commerce

E-commerce can be regarded as the synthesis of traditional business practices
with information and communication technologies, and the core is network
technologies and especially bpen networks such as the Internet. They share similar
elements and meanwhile differ in many aspects.

By virtue of its similarities, the scope of operations for e-commerce is nearly as
broad as for traditional commerce. E-commerce includes both traditional activities
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(traditional marketing research) and new activities (e. g. conducting online retail in
virtual malls, publishing digital information).

E-commerce differs from typical traditional commercial activity in that it is
influenced by the unique characteristics of the medium itself, i. e. internet. The
corresponding differences are displayed in Table 1.1 below.

Table 1.1 E-commerce vs Traditional Commerce

b & G B W BN B

Items E-commerce Traditional Commerce
: . Producer = Wholesaler — Retailer
Sales channel Enterprise—Internet—Consumer .
} —Consumer
Sales hour 24 X 78 Restricted sales hour
Sales region Almost entire world Restricted areas
Sales place Market space (Network) Market space (store)
Sales method Sale based on information Sale based on display
Customer Any time through Internet Market survey and salesman
info acquisition Digital Data without no re-entry Require information re-entry
Marketing activity Bi-directional communication One way marketing to consumer
Real time’ support Delayed support for customer
Customer support Real time customer Time different for catching
need acquisition customer needs
Capital small large

* IV. The Interdisciplinary Nature of E-commerce
As e-commerce is a new field, it is now still developing its theoretical and

scientific foundations. Just from a brief overview of the infrastructure (see Unit 2)

and different e-commerce models (see Unit 3), it is clear that e-commerce is based

on several different disciplines. The major disciplines and some issues with which

they are concerned are listed below .

« Computer sciences. Many of the issues regarding the infrastructure, such as
computer languages, multimedia, and networks, fall into the discipline of
computer science;

+ Economics. As a part of the economy, EC is influenced by economic forces and
meanwhile has a major impact on both global and national economies.
Economists are currently examining the application of microeconomics to EC
planning and the economic impact of EC on corporations;
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Marketing. Many off-line marketing issues are relevant to online EC, for
example, cost benefits of advertisements and advertisement strategies. Other
issues are unique to EC, such as online marketing strategies and interactive
kiosks?® ; _

« Finance. The financial markets and banks are one of the major participants in EC
as payments are part of most online transactions. Issues such as paying for
small transactions, smart cards, and fraud in online stock transactions are a
sampling of the many finance-rélated topics;

+ Consumer behavior and psychology. Consumer behavior is the key to the success

of EC trades, especially those models directly involving individual consumers,

e.g. B2C and C2C, so is the behavior of the sellers. The relationship between

culture and consumer attitudes in electronic markets is an example of a research

issue in this field;

Siibject=an

e Management information systems. The information systems department is usually
responsible for the development of EC. This discipline covers issues ranging
from systems analysis to system integration, as well as EC planning and
implementation, security and payment systems;

» Accounting and auditing. The back-office’ operations of electronic transactions
are similar to off-line transactions in some respects, but different in others.
Auditing electronic transactions presents a challenge for the accounting
profession; as does the development of methods for cost-benefit justification;

« Management. Electronic commerce efforts need to be managed properly, and
because of the interdisciplinary nature of EC, its management may require new
theories and approaches;

» Business law and ethics. Legal and ethical issues are extremely important in EC,
especially in the global marketplace. A large number of legislative bills are
pending. Many of the ethical issues regarding EC are interrelated with legal
ones, such as those involving privacy rights and intellectual property;

o Others. Several other disciplines are involved in various aspects of EC to a
lesser extent—for instance, linguistics ( translation in international trades),
robotics and sensory systems, operations research/management science,
statistics, and public policy and administration. Also, EC is of interest to the
engineering, health care, communications, and entertainment fields.

* V. How E-commerce System Works
There have been numerous descriptions of how a sophisticated, fully
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computerized e-commerce system might work. Figure 1.2 gives a brief illustration.
Not all e-commerce systems work in exactly this way:

il H)GEHLNcEPr

Figure 1.2 How E-commerce System Works

» Sitting at the computer, a customer tries to order a book online. The Web
browser communicates back-and-forth over the Internet with a Web server that
manages the store’s website;

» The Web server sends the order to the order manager. This is a central computer

~that sees orders through every stage of processing from submission to dispatch;

e The order manager queries a database to find out whether what the customer
wants is actually in stock;

« If the item is not in stock, the stock database system can order new supplies
from the wholesalers or manufacturers. This might involve communicating with
order systems at the manufacturer’ s headquarter to find out estimated supply
times while the customer is still sitting at the computer (in other words, in “real
time”) ;

« The stock database confirms whether the item is in stock or suggests an
estimated delivery date when supplies will be received from the manufacturer;

« Assuming the item is in stock, the order manager continues to process it. Next it
communicates with a merchant system to take payment using the customer’s
credit or debit card® number;

¢ The merchant system might make extra checks with the customer’s own bank
computer;

« The bank computer confirms whether the customer has enough funds;

» The merchant system authorizes the transaction to go ahead, though funds will
not be completely transferred until several days later;
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« The order manager confirms that the transaction has been successfully processed
and notifies the Web server; J

« The Web server shows the customer a Web page confirming that the order has
been processed and the transaction is complete;

« The order manager sends a request to the warehouse to dispatch the goods to
the customer; ‘

« A truck from a dispatch firm collects the goods from the warehouse and delivers
‘them;

« Once the goods have been dispatched, the warehouse computer e-mails the

" customer to confirm that the goods are on their way;

* The goods are delivered to the customer;

All of these things are invisible—“ virtual”—to the customer except the
computer he or she sits at and the dispatch truck that arrives at his or her door.

* VI. Summary

Electronic commerce has become an almost inevitable trend in the business
operations. However, for businesses that plan to go online, they have to meet
technological, manageria| and various other challenges. The integration of multiple
disciplines with EC also requires businesses to take into a lot of variables into
consideration in their practice.

process /'prauses/ n. a method of making or producing goods
(W) F ik, AR

instrument /instromoant/ n. something or someone that is used to
get a particular result F 8 ; T B ;& &

_ XFHABIA

procurement /prakjusmant/ n. obtaining something, especially
something that is difficult to get K % ;
B/, BRF

deployment /diploimant/ n. the act of using something for a
particular purpose ¥ %, # &

encompass /inkampas/ vt. to include a wide range of subjects, -
etc. @%9 2

option /'apfen/ n. choice &, B
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