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Chapter 1 Electronic Commerce in the 21st Century
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1.1 E-commerce: Implications for Business in the 21st Century

1.1.1 Introduction

A few times in a century, a new technology profoundly alters the competitive setting and
provides the seeds of radical change ( Brynjolfsson and Urban, 1999 ). In this century, that
technology is the Internet. Internet is the network of networks. It is also known as the mother of all
networks ( Ryders and Hughes, 1999).

The Internet has brought along with it a new wave of shopping system known as electronic
commerce, E-commerce for short. E-commerce is the buying and selling of goods and services on

the web. In its broader sense, E-commerce is called E-business.

1.1.2 Purpose

The purpose of this report is to increase on-line shoppers’ and vendors’ awareness of the
potential benefits and risks of on-line shopping in the 21st Century and to provide them with some
basic E-commerce tips. With this in mind, this presentation has four main functions
(1) to distinguish electronic commerce from the traditional commerce;

(2) to educate the marketplace about the benefits of E-commerce ;



(3) to underscore the economic security threats and control mechanisms ;

(4) to educate merchants about the need for visibility in the virtual marketplace.

1.1.3 Literature Review

The advent of sailing ships in ancient times, the more recent invention of the printing press, the
steam engine, and the telephone all changed the way in which people conducted commerce activities
(Schneider and Perry, 1999).

In electronic communications, banks have used EFTs ( Electronic Funds Transfer) to move
customers’ money around the world. Businesses have used EDI ( Electronic Data Interchange) to
place orders and send invoices. Retailers have used television advertising to generate telephone
orders for merchandise from the general public. None of these technologies could compare with the

next generation of inventions—the Internet. The Internet is the most profound technological

innovation, and E-commerce is its by-product.

1.1.4 Origin of the Internet

In 1994 a young financial analyst and fund manager named Jeff Bezos became fascinated with
the rapid growth of the Internet. He sat down and made a list of 20 products that might sell well on
the Internet. After an intense analysis, he determined that books were at the top of the list. Five
year later, his Amazon. com Internet book company had annual sales of over $ 600 million! Since
then, E-commerce has spread and cybershopping is netting over a whopping $ 800 billion annually.
1) Traditional Commerce

The oldest form of traditional commerce was bartering, by which means products and services
were exchanged. Eventually, bartering gave way to the use of currency as the principal way of
making transactions. In traditional commerce, buyers use various search techniques: consult
catalogs, ask friends, read advertisements, examine directories such as the Yellow Pages, or ask
salespersons. After selecting a product and a vendor, buyer contacts the vendor by mail, telephone,
or trade shows. A purchase transaction follows. The elements of the transaction include delivery
date, shipment mode, price, warranty, payment terms, return policy, and product inspection
logistics. ‘

Businesses undertake the business process of market research, advertisement, and sales
transactions. Transferring funds, placing and receiving orders, sending invoices, and shipping goods
to customers are also parts of the process. Although E-commerce has increased the speed of delivery
and dispersion of commercial prcducts and services, there are certain things it cannot improve or
change. Products that buyers prefer to touch, smell, or examine closely, such as high fashion

clothing and perishable food products ( meat or Agricultural produce) are difficult to sell by

electronic commerce.



Table 1 -1 Traditional Commerce VS E-commerce ( Schneider and Perry, 1999)

Business Processes Well-Suited to:

Combination of

electronic Commerce Traditional Commerce E-commerce and
Traditional Commerce

sale/purchase of books sale/purchase of high sale/purchase of
and CDs fashion clothing automobiles
on-line delivery of sale/purchase of . .
. on-line banking
software perishable food products
advertising and L. .
) j small denomination roommate-matching
promotion of travel . .
. transactions services
services
. . ) sale/purchase of
on-line tracking sale of expensive .
. . . investment and
of shipments jewelry and antiques

insurance products

2) Benefits of E-commerce

Firms are interested in E-commerce because, quite simply, it can help to increase profits. All

the advantages of E-commerce for business entities can be summed in one statement: E-commerce

can increase sales and decrease costs.

(1)
(2)
(3)
(4)
(5)

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

For Companies;

It increases profits.

It increases sales.

Advertising can reach potential customers in every country in the world.

A virtual community if formed, not in the physical world, but on the Internet.

It decreases costs. Cisco Systems sold 72 percent of its computer equipment sales via the web,
thereby avoiding handling 500, 000 calls per month, for an annual savings of over $ 500
million,

For Buyers;

Increases purchasing opportunities.

Provides competitive bid information.

Increases speed and accuracy of information.

Reduces costs.

A wider range of choices are available.

Some products such as software, audio clips, or images, can be delivered via the Internet.
Society derives benefits.

Electronic payment of tax refunds, public retirement, and welfare support costs less to issue.

Electronic payment is more secure and faster.

(10) E-payments are easier to control than checks, which can help protect against fraud and theft

losses.

(11) You can work from home.



(12) Tt reduces commuter-costs and traffic jams.

(13) It's environmentally sound-—reduces pollution.

(14) Distance education has emerged.

3) Disadvantages of E-commerce

(1) Some business processes, such as perishable foods, and high-cost items such as jewelry or
antiques, may be difficult to inspect from a remote location.

(2) E-commerce is new and some people are slow to adapt to change.

(3) Technologies are changing so rapidly that keeping pace with change will ultimately become too
costly.

(4) There is employee turnover, as many skilled employees leave to start their own businesses or for
higher salaries.

(5) Many companies face cultural and legal impediments to E-commerce.

6) There is the difficulty of integrating existing databases into the software that enables E-

commerce.

(7) Some consumers are still fearful of sending their credit card numbers on the Internet.

(8) Other consumers are simply resistant to change and are uncomfortable viewing merchandise on a
computer screen.

(9) Internet laws are confusing and conflicting,

4) E-commerce Threats
Earlier, in 1999, a 30-year-old from Aberdeen, N. ]., sent an E-mail to someone he knew

and stated: “Here is the document you asked for ... don’t show anyone else.” When the user

opened the mail, the Mellisa virus proliferated quickly throughout computer systems in the Eastern

United States, shutting down corapany systems including Microsoft and Lucent Technologies, and

costing billions of dollars in damage ( Abreu, E. M., 1999). Hundreds of other E-commerce

threats occur weekly.
Three assets that must be protected to ensure secure electronic commerce include ;

(1) client computers.

(2) the messages travelling on the communication channel.

(3) the web and commerce servers.
Tips for Safe On-line Shopping:

(1) Know your merchant. Find the company’s physical location.

(2) Find out refund and return policy.

(3) Protect your Intemet passwords.

(4) Protect your privacy. Only provide your credit card or social security information on-line in a
secure environment.

(5) Keep accurate records.

(6) Know your consumer rights,
Companies participating in the BBB On-Line Privacy Program meet rigorous privacy principles

and must post the privacy seal on their E-commerce web sites.

4



1.1.5 Conclusions

The Internet is the best invention for the human race since the printing press and the telephone.
E-commerce is the Internet’s “ by-product.” Currently, generating $ 180 billion annually, E-
commerce is predicted to generate even more than a trillion dollars by 2003. As in the traditional

markets, there are hundreds of thousands of thieves shopping the cyberspace. Consumers and

vendors should beware.

1.2 A Brief History of E-commerce

Electronic commerce applications started in the early 1970s, with such iInnovations as
electronic fund transfers (EFT). However, the extent of the applications was limited to large
corporations, financial institutions, and a few daring small business. Then came EDI, which
expanded from financial transactions to other transaction processing and enlarged the participating
companies from financial institutions to manufacturers, retailers, services, and so on. Many other
applications followed, ranging from stock trading to travel reservation systems. Such systems were
described as Telecommunication Applications and their strategic value was widely recognized. With
the commercialization of the Internet in the early 1990s and its rapid growth to millions of potential
customers, the term Electronic Commerce was coined, and EC applications expanded rapidly. One
reason for the rapid expansion of the technology was the development of networks, products,
software ,and specifications. The other reason was the increase in competition and other business
pressures. From 1995 to 1999 we have witnessed many innovative applications ranging from
advertisement to auctions and virtual reality experiences. Almost every medium-and large-sized
organization in the United States already has a Web site. Many are very extensive; for example, in
1999 General Motors Corporatior. offered 18,000 pages of information that included 98,000 links to

its products, services, and dealers.

1.3 The Future of E-commerce

In 1996, Forrester Research Institute predicted that B2C would be a $ 6. 6 billion business in
2000, up from $ 518 million in 1996. Then they revised the figure 10 $ 20 billion, and the prediction
keeps growing. In 1997, about $ 10 billion worth of B2B transactions were conducted over the
Internet. Predictions on the total size of EC( E-commerce) vary. For 2002, total on-line shopping
and B2B transactions are estimated to be in the range of $ 500 billion to $ 3 trillion. Some EC
applications, such as auctions and on-line stock trading, are growing at a rate of 15 percent to 25
percent a month, and the number of Internet users worldwide is predicted to reach 750 million by
2008. As many as 50 percent of Internet users are predicted to be on-line shoppers. One indication
of prospect of EC is the price of EC-related stocks on the Internet. For example, on November 12,

1998, the price of a share of AcTel surged from $2 to $ 31 in one day (more than 1,250 percent)
5



after AcTel developed a high-speed Internet connection. A day latter, the shares of the Internet
community Theglobe. com soared on their first day of trade by 606 percent.

Most EC companies, such as Amazon. com are not marking a profit. They are expanding
operations and generating sales growth. It is believed that by 2002 most of the major EC companies

will start to generate sizable profits. Is EC just another buzzword or is it real? We believe that it is

real because of its potential benefits.

Vocabulary, Phrases and Notes

1. profoundly ad. B, BT

2. alter z. WA

3. competitive a. T, LAY

4. setting n. E79

5. radical a. RAH) , A/ R A
6. Internet n. RIFF I, BB )

7. network n. [ %

8. known as PR, 4

9. along with Keeenn —i, [ —iE B E
10. for short BRI, 485 N

11. in a sense EXME L

12. on-line FELR  BRHL

13. vendor n. EEBEE

14. awareness n. il A

15. potential a. EBEN

16. benefit n Fil2s , iFak

17. provide. .. with LSS

18. tip n. Ho, R

19. with. .. in mind L BEE
20. presentation n. 4R, ik

21. distinguish. . . from  (WRRRREE Heeeee X 43 FF
22. underscore . SR I

23. merchant n. AR, TER

24. visibility n. WA, BB WM R
25. virtual a. REUER, 56 T - Y

26. advent n. (FF, SR H B
27. Electronic Funds Transfer ,EFT e K

28. Electronic Data Interchange , EDI B HE

29. retailer n. TEW

30. merchandise n. CEFR) B, 558

31. compare. .. with e FEH

o)}



32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

42.

43.

44.

45.

by-product I Bl

fascinate z. RAE R ZU MR 5
cybershopping n. M

whopping a. B KW

barter v. SR A 5

give way to A VAR S SRR BB,
keep pace with. . . 5 R FE I, R
impediment n. [ A8

proliferate v. BT

The Internet has brought along with it a new wave of shopping system known as electronic
commerce, E-commerce for short. i1 % 4318 %% iF known as. .. & i ) ep B 4 A 69 B
shopping system,

The purpose of this report. . . dh and ZEBF S HIFALAEZRXEIE “to increase. . . " H “to
provide. . . 7, YEN is fyFE

The oldest form of traditional commerce was bartering, by which means products and services
were exchanged. 4JHR“means” 34517, BBI“ H X, FE” ( =way), HAEA" i (by) +
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