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' Case: Amazon.com

Jeff Bezos founded Amazon. com, Inc. in 1994, and launched it online in 1995. Amazon. com
started as an on-Ifne bookstore, but soon diversified to product lines of VHS, DVD, music CDs,
MP3 format, computer software, video games, electronics, apparel, fumiture, food, toys, etc.

Amazon. com is a virtual bookstore. Distributing books traditionally required numerous local
outlets ( local book stores) to provide convenient access to customers, or a mail order
distribution through various book clubs. Moving this marketing into the Internet, Amazon. com
has become the leading online bookstore, not by opening numerous branch stores but selling
via the Intemet It uses an electronic market front-end supported by an efficient physical
fulfillment operation based upon regional warehouses.

While the largest brick-and-mortar bookstores and mail-order catalogs for books might offer
200, 000 titles, an online bookstore could offer more. Due to the efficienciesr of selling over the
Web, Amazon has spent only $ 56 million on fixed assets (for its fulfillment operations) , while
Bames & Noble (the leading traditional bookstore) has spent about $ 118 million for 235
superstores. Amazon shows that in many industries doing business through E-commerce is
cheaper than conducting business in a traditional brick-and-mortar company.
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Amazon’s initial business plan was unusual: the company did not expect a profit for four to
five years; the strategy was effective. When the dot-com bubble burst and many e-companies
went out of business, Amazon persevered, and, finally, turned its first profit in the fourth quarter
of 2001. Nevertheless, the firm's cumulative profits remain negative, and as of September 2007,
the accumulated deficit stood at U. S. $ 1. 58 billion. Revenues have increased thanks to product
diversification and an intemational presence.

The real secret to Amazon’s success is its efficient fulfillment operations, whereby it buys in
bulk ( against firm customer orders) from publishers and redistributes to customers, and
manages secure payment from customers.

Fulfilment centers are located in the following cities, often near airports: North America
(16 centers) , Europe (10 centers), Asia (4 centers).

The company launched Amazon. com Auctions, its own Web auctions service, in March
1999. Although this failed, it laid the groundwork for the hugely successful Amazon Marketplace
service launched in 2001 that let customers sell used books, CDs, DVDs and other products
alongside new items. Today, Amazon Markeiplace’s main rival is eBay’s Half. com service.

The online music store was launched in the US in public on September 25, 2007, selling
downloads exclusively in MP3 format without digital rights management.

The domain amazon. com attracted at least 615 million visitors annually by 2008 according
to a Compete. com survey. This was twice the numbers of walmart. com.

Amazon reported over 1. 3 million sellers sold products through Amazon’s worldwide web-
sites in 2007. Selling on Amazon has become more popular as Amazon expanded into a variety
of categories beyond media, and built a variety of features to support volume selling. Unlike
eBay/PayPal, Amazon sellers do not have to maintain separate payment accounts—all

payments and payment security are handled by Amazon itself.

IE3r Text

1.1 Concepts and Definitions

1. 1.1 The Definition of E-commerce

Electronic commerce or e-commerce refers to a wide range of online business activities for

products and services. It also pertains to “any form of business transaction in which the parties
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interact electronically rather than by physical exchanges or direct physical contact. ”

E-commerce is usually associated with buying and selling over the Internet, or conducting any
transaction, such as the transfer of ownership or rights to use goods or services through a computer-
mediated network. Though popular, this definition is not comprehensive enough to capture recent
developments in this new and revolutionary business phenomenon. A more complete definition is:
“E-commerce is the use of electronic’ communications and digital information processing technology
in business transactions to create, msfom and redefine relationships for value creation between or
among organizations, and between organizations and individuals. ”

International Data Corp (IDC) estimates the value of global e-commerce in 2000 at US $
350. 38 billion. This is projected to climb to as high as US $ 3. 14 trillion by 2004. IDC also
predicts an increase in Asia’s percentage share in worldwide e-commerce revenue from 5% in 2000

to 10% in 2004 (See Figure 1-1).

2002
W2004

\

Asia Western Rest of
Europe the World

Figure 1-1 Worldwide E-commerce Revenue, 2000 &2004
(as a % share of each country/region)

Asia-Pacific e-commerce revenues are projected to increase from $ 76. 8 billion at year-end of 2001 to

$ 338. Shillion by the end of 2004.
1.1.2 E-commerce and E-business

While some use e-commerce and e-business interchangeably, they are distinct concepts. In e-
commerce, information and communications technology (ICT) is used in inter-business or inter-
organizational transactions ( transactions between and among firms/organizations) and in business-
to-consumer transactions ( transactions between firms/ orgéni,zations and individuals ). In e-

business, on the other hand, ICT is used to enhance one’s business. It includes any process that a



