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E-commerce Overview
B & S5 A

Case: Amazon.com

In 1994, a young man named Jeff Bezos, who
was just a financial analyst and fund manager,
became intrigued by the rapid growing Internet. He
listed 20 products that might sell well via Internet.
After some intense analyses, he chose “books”, and
established his online bookshop Amazon.com.

Even though Bezos had no experience in selling
books before, he realized that books were low-price
commodities and easy to ship. What’s more, many
customers did not demand to inspect the books they
wanted to buy in person. With effective promotion,
customers would be driven by impulse to purchase
books. In the world, more than 4 million books titles
were being printed every minute and more than 1
million of them were in English. However, even the
largest physical bookstore could not accommodate
200,000 books. Thus, Bezos found a strategic
opportunity of selling books online.

Apart from the sales opportunity mentioned
above, another factor contributed equally to the
success of Amazon online bookstore, i.e., the
supplier structure of book selling industry. Bezos
found that there were a large number of publishers in
the book market, but none of them could monopolize
the market. Thus no single supplier could restrict the
book supply from Amazon online bookshop or enter
this market as a competitor. Bezos decided to locate
his company in Seattle, where there were lots of
computer programming experts and the largest book
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subagency in the world.

Bezos encouraged his customers to submit their
book reviews to the websites, and he issued these
reviews with the publishers’ information. Customers’
reviews were just like the recommendation and advice
of bookshop clerks. Bezos noticed the tremendous
power of the Internet in reaching small and highly
concentrated market segments, but he realized that
his online bookstore could not meet all customers’
demands. Therefore, he designed a sales associate
program which divided Web sites according to
particular topics. These websites could set up links to
books with specific topics on Amazon. com. In
return, Amazon. com remitted a percentage of the
referred sales to the owner of the referring websites.

During the growth of Amazon.com, it had been
1998,
Amazon.com began selling CDs and videotapes. Its

seeking new strategic opportunities. In
website software could track a customer’s purchase

and recommend relevant books. In addition,
customers could also request the Amazon.com to
inform them of the new books written by a certain
author. Focusing on improving every process
involved in books buying, promoting, selling and
shipping, Bezos and his Amazon.com became a
bright shining star in early E-commerce.

The Internet commercialization since the early
1990s directly promoted the rapid development of
E-commerce. The impact and the changes brought by
E-commerce are comprehensive and far-reaching.
Meanwhile, the development and the application of
E-commerce is a process of transformation and
evolution. Therefore, it is necessary for us to leamn

E-commerce further.

Key Points

<> The definition and elements of E-commerce.
< Different types of E-commerce.
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