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What Is Electronic COmmercé

Let’s begin by looking at what the management guru Peter Drucker has to say
about Electronic Commerce; “The truly revolutionary impact of the Internet
Revolution is just beginning to be felt. But it is not ‘ information’ that fuels
this impact. It is not ° artificial intelligence. ’ It is not the effect of computers
and data processing on decision making, policymaking, or strategy. It is
something that practically no one foresaw or, indeed even talked about 10 or
15 years ago; e-commerce—that is, the explosive emergence of the Internet
as a major, perhaps eventually the major, world-wide distribution channel
for goods, for services, and, surprisingly, for managerial and professional
jobs. This is profoundly changing economics, markets and industry
structure, products and services and their flow; consumer segmentation,
consumer values and consumer behavior; jobs and labor markets. But the
impact may be even greater on societies and politics, and above all, on the
way we see the world and ourselves in it. ”

B Defining Electronic Commerce

Electronic Commerce (EC) is the process of buying, selling, transferring, or
exéha.nging products, services, and information via computer networks,
including the Intemet. EC can be defined from the following perspectives .

+ Communications. From a communications perspective, EC is the delivery
of goods, services, information, or payments over computer networks or
by any other electronic means.

+ Commercial ( Trading). From a commercial perspective, EC provides the
capability of buying and selling products, services, and information over

— 1 —
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~ the Internet and via other online services.

+ Business Process. From a business process perspective, EC is doing
business electronically by completing business processes over electronic
networks, thereby substituting information for physical business
processes. | .

+ Service. From a service perspective, EC is a tool that addresses the
desire of governments, firms, cohsumers, and management to cut
service costs while improving the quality of customer service and
increasing the speed of service delivery.

¢ Learning. From a learning perspective, EC is an enabler of online
training and education in schools, universities, and other organizations,
including businesses.

+ Collaborative. From a collaborative perspective, EC is the framework for
inter-and intra-organizational collaboration.

¢ Community. From a community perspective, EC provides a gathering

~ place for community members to iearn, transact, and collaborate. EC is
often confused with e-business.

B Defining Electronic Business

Some people view the term commerce only as describing transactions
conducted between business partners. If this definition of commerce is used,
the term electronic commerce would be fairly narrow. Thus, many use the
term e-business instead. E-business refers to a broader definition of EC, not
just the buying and selling of goods and services, but also servicing
customers, cbllaborating with business partners, conducting e-learning, and
coﬁducting electronic transactions within an organization. E-business is the
use of the Internet and other information technologies to support commerce
and improve business performance. However, some view e-business as
comprising those activities that do not involve buying or selling over the
Internet, such as collaboration and intra-business activities (online activities

between and within businesses).



Unit1 What Is Electronic Commerce

B  Framework of Electronic Commerce

The opening case Dell illustrates a new way of conducting business—
electronically, using networks and the Internet. The case demonstrates
several ways that businesses can use EC to improve the bottom line. Dell is
not the only company that has moved its business online. Thousands of other
companies, from retailing to hospitals, are moving in this direction. In
general, e-commerce is either business-to~-consumer ( B2C) or business-to-
business (B2B). In B2C transactions, online transactions are made between
businesses and individual consumers, such as when a person purchases a
computer at dell. com. In B2B transactions, businesses make online
transactions with other businesses, such as when Dell electronically buys
components from its suppliers. Dell also collaborates electronically with its
partners ( EC) and provides customer service online (e-CRM).

EC is not yet a significant global economic force ‘( less than 5 percent of
all transactions ). However, some predict that it could become globally
significant within 10 to 20 years. Networked computing is the infrastructure
for EC, and it is rapidly emerging as the standard computing environment for
business, home, and government applications. Networked computing
connects multiple computers and other electronic devices that are located in
several different locations by telecommunications networks, including
wireless ones. This connection allows users to access information stored in
several different physical locations and to communicate and collaborate with
people separated by great geographic distances.

Although some people still use a stand-alone computer exclusively, the
vast majority of people use computers connected to a global networked
environment known as the Internet or to its counterpart within organizations,
an intranet. An intranet is a corporate or government network that uses
Internet tools, such as Web browsers, and Internet protocols. Another
computer environment is an extranet, a network that uses the Internet to link
multiple intranets. .
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Figure 1 A Framework for Electronic Commerce

An E-Commerce Framework

The EC field is a diverse one, involving many activities, organizational units,
and technologies. Therefore, a framework that describes its content is
useful. Figure 1 introduces one such framework.

As can be seen in the Figure 1, there are many EC applications,
including direct marketing, online banking, e-government, e-purchasing,
B2B exchanges, m-commerce, auctions, travel, online publishing, consumer
services and so on. To execute these applications, companies need the right
information, infrastructure, and support services. Figure 1 shows that EC
applications are supported by infrastructure and by the five policymaking
support areas. These pillars are;

+ People. Sellers, buyers, intermediaries, information systems specialists,
other employees, and any other participants comprise an important

— 4
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support area.

+ Public Policy. Legal and other policy and regulating issues, such as
privacy protection and taxation, which are determined by governments.
Included as part of public policy is the issue of technical standards,
which are established by government or industry-mandated policymaking
groups.

¢ Marketing and Advertisement. Like any other business, EC usually
requires the support of marketing and advertising. This is especially
important in B2C online transactions in which the buyers and sellers
usually do not know each other.

+ Support Services. Many services are needed to support EC. These range
from content creation to payments to order delivery.

+ Business Partnerships. Joint ventures, exchanges, and business
partnerships of various types are common in EC. These occur frequently
throughout the supply chain (i. e., the interactions between a company
and its suppliers, customers, and other partners).

At the bottom of Figure 1 is the infrastructure for EC. Infrastructure
describes the hardware, software, and networks used in EC. All of these
components require good management practices. This means that companies
need to plan, organize, motivate, devise strategy, and reengineer processes
as needed to optimize their business using EC models and strategies.
Management also deals with strategic and operational decisions.

Figure 1 can be viewed as a framework for understanding the
relationships among the EC applications and other EC components and for
conducting research in the EC field.

B Classification of Electronic Commerce

A common classification of EC is by the nature of the transactions or the

relationship among participants. The following types of EC are commonly

distinguished.

+ Business-to-Business (B2B). All of the participants in business-to-
business e-commerce are either businesses or other organizations. For
example, several of Dell's and Marks & Spencer’s applications involve

— 5 —
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B2B with their suppliers. Today, over 85 percent of EC volume is B2B.

+ Business-to-Consumer (B2C). Business-to-consumer EC includes retail
transactions of products or services from businesses to individual
shoppers. The typical éhopper at Dell online or at Amazon. com is a
consumer or customer.

+ Business-to-Business-to-Consumer ( B2B2C). In business-to-business-to-
consumer EC, a business provides some product or service to a client
business. The client business maintains its own customers, who may be
its own employees, to whom the product or service is provided without
adding any value to it. One example of B2B2C is a company that pays
AOL to provide its employees with Internet access rather than having
each employee pay an access fee directly to AOL. Another example is
wholesaler-to-retailer-to-consumer merchandising, such as airlines and
travel units that provide travel services, such as airline tickets and hotel
rooms, to business partners, such as travel agencies, who then sell the
services to customers. As a final example, Godiva sells chocolates
directly to business customers. Those businesses may then give the
chocolates as gifts to employees or to other businesses. The termm B2B
frequently includes B2B2C as well.

¢ Consumer-to-Business ( C2B ). The consumer-to-business category
includes individuals who use the Internet to sell products or services to
organizations and individuals who seek sellers to bid on products or
services. Priceline; com is a well-known organizer of C2B transactions.

* Consumer-to-Consumer ( C2C). In the consumer-to-consumer category,
consumers transact directly with other consumers. Examples of C2C
include individuals selling residential property, cars, and so on in online
classified ads. The advertisement of personal services over the Internet
and the selling of knowledge and expertise online are other examples of
C2C. In addition, many auction sites allow individuals to place items up
for auction. ‘

+ Peer-to-Peer Applications. Peer-to-peer technology can be used in C2C,
B2B, and B2C. This technology enables networked peer computers to
share data files and processing with each other directly. For example, in
a C2C peer application, people can exchange music, videos, software,

— 6 —
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and other digitized goods electronically.

Mobile Commerce. EC transactions and activities conducted in full or in
part in a wireless environment are referred to as mobile commerce, or
m-commerce. For example, people can use Internet-enabled cell phones
to do their banking or order a book from Amazon com. Many
m-commerce applications involve mobile devices. If such transactions are
targeted to individuals in specific locations, at specific times, they are
referred to as location-based commerce, or l-commerce. Some people
define m-commerce as those transactions conducted when people are
away from their home or office; such transactions can be done both on
wireless or wireline systems.

Intra-Business EC. The intra-business EC category includes all internal
organizational activities that involve the exchange of goods, services, or
information among various units and individuals in that organization.
Activities can range from selling corporate products to one’s employees to
online training and collaborative design efforts. Intra-business EC is
usually performed over intranets or corporate portals ( gateways to the
Web). ' :
Business-to-Employees ( B2ZE). The category is a subset of the intra-
business category in which the organization delivers services,
information, or products to individual employees, as Maybelline is
doing. A major category of employees is mobile employees, such as field
representatives. EC support to such employees is called B2ME
(business-to-mobile employees).

Collaborative Commerce. When individuals or groups communicate or
collaborate online, they may be engaged in collaborative commerce, or
c-commerce. For example, business partners in different locations may
design a product together, using screen sharing; manage inventory
online; or jointly forecast product demand, as Marks & Spencer does
with its suppliers.

Nonbusiness EC. An increased number of nonbusiness institutions such as
academic institutions, nonprofit organizations, religious organizations,
social organizations, and government agencies are using EC to reduce
their expenses or to improve their general operations and customer

— 7 —
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service.

¢ E-Learning. In e-learning, training or formal education is provided
online. E-learning is used heavily by organizations for training and
retraining employees. It is also practiced at virtual universities.

+ Exchange-to-Exchange ( E2E). An exchange describes a public electronic
market with many buyers and sellers. As B2B exchanges proliferate, it is
logical for exchanges to connect to one another. Exchange-to-exchange
EC is a formal system that connects two or more exchanges.

¢+ E-Government. In e-government EC, a government entity buys or
provides goods, services, or information from or to businesses (G2B) or
from or to individual citizens (G2C).

B The Future of EC

In 1996, Forrester Research, a major EC-industry analyst, predicted that
B2C would be a $ 6.6 billion business by 2000, up from $ 518 million in
1996. In 1998, B2C sales in the United States were about $ 43 billion, or 1
percent of total retail sales. Today’s predictions about the future size of EC,
provided by respected analysts such as AMR Research, Emarketer. com,
and Forrester, vary. For example, 2006 total online shopping and B2B
transactions in the United States are estimated to be in the range of $ 3 to
$ 7 trillion. The number of Internet users worldwide is predicted to reach
750 to 999 million by 2008. Experts predict that as many as 50 percent of all
Internet users will shop online by that time. EC growth will come not only
from B2C, but also from B2B and from newer applications such as e-
government, e-learning, B2E, and c-commerce. Overall, the growth of the
field will continue to be strong into the foreseeable future. Despite the
failures of individual companies and initiatives, the total volume of EC is
growing by 15 to 25 percent every year.

= Words and Phrases

guru n. HE‘Z ’ @\_ﬁ%ﬁ
revolutionary ady. FArHEm
impact n. b
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artificial intelligence ANIERE
policy making HIEBE
emergence n. HE
surprisingly adv. 4 NR T
profoundly adv. I
capability n. i[9
substitute . R
service cost : ji:&: 9%
illustrate v. FEER, AR
demonstrate ?. kB
significant adj. HERH
exclusively adv. EHH
counterpart n. B4, MiN-EE ARG/
HWAY
pillar n. B, BEEHIRFE
= Notes

1.

Dell Dell R&EREKKENHGHE AV ER, B Michael Dell T
1984 4EgES7, F7E Dell T 2B T UIBRAE S I MM EHERMESR
JRif REFFEE o

. Intranet Intranet BJNEXR, 2—PUMEA R NFET TCP/IP HhHil i

W4, RAERAAKRRA. BRBREMPRNHART UG H. AR
RIS IRFIAT AR BT I AP 3G — 4, {HERSL1E PYBR N JE L O Bl KO0 &
BRI

. Extranet Extranet BI#MKR, JR45HEAHKSMEBA G AT AT R B9 AR & 5

R, WERFIGL TR kSEE, RERTR—ARARARHALR LI
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r= Key Terms

business process
public policy
- support services
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business partnership WHIKEXR R
Business-to-Business ( B2B) oon | R0 a4
Consumer-to-Consumer ( C2C) HBHRENHERENETFES
peer-to-peer application X} 45 R R

mobile commerce B S

intra-business EC Ak AERE F RS
Business-to-Employees ( B2E) A3 5 T

collaborative commerce EER%

e-learning B
Exchange-to-Exchange (E2E) X5 X3 5 BT i B T 95
e-government BT B

= Exercises

1. Please translate the following phrases into Chinese.

revolutionary impact
Internet Revolution
artificial intelligence
distribution channel
consumer segmentation
labor market

business process
business performance
stand-alone computer
direct marketing

onliné banking
business partnership
location-based commerce
virtual universities

2. Please answer the following questions according to the text.

What fuels the revolutionary impact of the Internet Revolution?

How to define e-commerce? From which perspectives can it be defined?

What is e-business? What are the differences between e-commerce and e-

business?

— 10 —
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Describe the framework of e-commerce.

What's the bottleneck of B2B development in China?

Is there any communication problem in C2C transaction?
What's the most important factor in support services?

— 11 —



