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Unit

Ovewiew of E-commerce

“E-commerce probably will account for 15 percent of the overall retail market by 2016.”
— Jeff Bezos, Founder of Amazon.com

gy
Learning) Targets
Upon completion of this unit, the learner will be able to:
»  Understand the brief history of the Internet and e-commerce development.
Identify the difference between the notions of e-commerce and e-business.

>
» Understand the business models of e-commerce.
» Understand the definition and business process of e-commerce.

Figure 1.1 shows that the

Internet hosts began to increase Waorld Intemet Hosts: 1981-2009(Data Source: 1SC
tl . [h _ddl f - https:/ / www.isc.org/solutions/ survey / history)
greatly since the middle o g woT
. Z 700
1990°’s although it firstly =
600 + —— —

appeared in the early 1980’s. =
Around 2004, the number of
the Internet hosts boosted and
it increased about 100 million
each year. Currently there are .

8182 83 84 8586 87 88 8990 91 929394 9596 97 9899 0001 0203 04 0506 07 08 09 10

about 800 million Internet Year
Figure 1.1: World Internet Hosts
(Source: http://en. wikipedia. org/wiki/History_of_the_Internet)

Internet 1osts

[
100+
[
|

hosts in the world.

1
N



B FH%

Figure 1.2 shows the

festob Jorld percentage of the Internet

Latin America users from different regions of
the world. It indicates that
near half of the Internet users
Mo are in the Asia Pacific region,
where the US, China, India
are included. The second large
fraction is taken by Europe. It
also predicts that in 2012,

about 1,715 million Internet

Figure 1.2: World Internet Users
( Source: http://www. ecommercetimes.com /story/68438. html )

users will appear in the world.

% 1.1 Introductory Case

iTunes Store: Apple’s Healthy Step

On April 28, 2003, Apple Computer launched its iTunes Music Store for handling music
online.

In the beginning the iTunes Music Store offers more than 200,000 songs, many of them
are parts of complete albums, for 99 cents each. On February 24, 2010, the store served its
10 billionth song download. This major milestone was reached in just under seven years of
being online. iTunes accounts for 70% of worldwide online digital music sales, making the
service the largest legal music retailer.

From iTunes store iTunes users can buy and download songs for use on a limited number
of computers and an unlimited number of
iPods. In previous years, purchased music
from the iTunes Store were copy protected
with  Apple’s FairPlay digital rights
management ( DRM ) system which allows
protected songs to be played on up to five
computers at one time, as well as unlimited
devices ( iPod, AppleTV, etc.). DRM

2



Unit 1 | Overview of E-commerce

protected songs cannot be played on computers not authorized to the purchaser’s iTunes
account. But the iTunes Music Store have been DRM-free, with all songs digital rights
management ( DRM) -free since April 2009.

Apple also announced changes in their price tier. They announced that songs will now
cost $0.69, $0.99, or $1.29. Observers expected new hits to be $1.29 while older songs
will be the cheaper $0.99 or $0.69.

In the years since, films, television programs, music videos, podcasts, and the App Store
(for the iPhone, iPod Touch and iPad) have been added to iTunes’ extensive store catalog.

Over 6 billion songs had been downloaded from iTunes since the service first launched on
April 28, 2003, making it the largest online music store in the world.

Apple opened the Apple Stores around the world besides online retail. The stores are a
chain of retail stores dealing in computers and consumer electronics.

Ron Johnson, Apple’s Senior Vice President of Retail Operations, said that Apple Stores
encourage people — not just “customers” — to come and use its free high-speed wired and
wireless network at any time.

People like visiting the Apple Stores as they travel around the country because every
computer has a device attached: an iPod, a digital camera, a digital camcorder, a scanner. Unlike
chains that have password-protected floor machines, the Apple Store lets people into their retail
shops to play. As of February 2011, Apple will have opened over 300 stores worldwide.

The stores offer classes, special events, free answers at the Genius Bar, and free
bandwidth. Oh, yeah, and it sells computers, too. “The whole idea is to become like
Starbucks: to become a gathering spot,” Johnson said.

( Adapted from: http://community. seattletimes. nwsource.com & http.//en. wikipedia. org/wiki/ITunes_Store )

{
Discussion: }
" < - 9 {
The case shows how Apple succeeds in developing its online |
business by online iTunes Store. Answer the questions and discuss
them.

» How does iTunes Music Store improve since its first launch?
» What is the iTunes Music Store? How does Apple make profit by it? f

@ 1.2 Understanding E-commerce

With the development of information technology, e-commerce ( electronic commerce ) ,
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a new type of business model facilitated by the Internet has prospered for many years.
Nowadays, e-commerce has been widely accepted by consumers and enterprises. What is
e-commerce? When and how did it originate?

1.2.1 Definitions of E-commerce

Different scholars have different ways of defining e-commerce. There is no single precise
definition. The term commerce refers to the activities involved in buying and selling things.
When the Internet is engaged in these activities, it becomes e-commerce. However,

e-commerce is generally defined in various ways:

L 4

Definition 1 (

E-commerce is the direct buying and selling of merchandise across /
the Internet.

/

Definition 2 ;
E-commerce is a method of buying and selling products and services
electronically using computers. Though the most common methods of /
e-commerce remain the Internet and World Wide Web uses of E-mail, fax |
and telephone in conducting business transactions are also very common. ]

¥

Definition 3 g
E-commerce is the buying and selling of goods and services, the
transfer of funds through digital communications, the conducting of
business communication and transactions over networks and through
computers. }

Definition 4 E
E-commerce is the buying and selling of goods and services on the
Internet, especially the World Wide Web. In practice, this term and a
newer term, e-business, are often used interchangeably. For online retail /
selling, the term e-tailing is sometimes used. !
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Task 1.

To understand what e-commerce is, you need to identify the key words from the various
definitions. Please list the key words of the above definitions in the following table
respectively.

Task 2.
Think about the questions according to the definitions learned above.
1. What are the basic elements of e-commerce?
2. How is e-commerce different from traditional commerce?

1.2.2 E-commerce vs. E-business

E-comumerce is a business transaction E-business  ( electronic  business ),
(buying or selling) on a secure link derived from such terms as “e-mail”
over the Intermet. tt only entails your and “e-commerce,” is the conmduct of
company and the ultimate buger (501,« business on the Intemet, wot only
customer) . Not much else is done in a buying and selling but also sewicing
typical e-commerce transaction. custowmers  and  collaborating  with
business partners.
B T A SV NP D SV A f/*"‘ffﬂﬂf'-/‘./\-/‘\"'"—%!’ Y

E-business can be defined as “the conduct of business on the internet, not only buying
and selling but also serving customers and collaborating with business partners”. By studying
the type of buyer and seller in the transaction, there are four types of e-business, i. e.
business-to-consumer ( B2C), business-to-business ( B2B), consumer-to-consumer ( C2C)

5
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and consumer-to-business (C2B). Among them, business-to-consumer (B2C) mainly refers
to online shops, among which the famous ones include Tesco.com, Amazon.com, etc.
E-commerce is the activity which a company or individual engages in to complete a
transaction by the Internet. E-business is transaction process and collaboration focused,
compared with e-commerce. The two notions are often confused and misused by journalists.
E-commerce is transaction focused, referring specifically to buying and selling products by
internet-based technologies.

Task :

Read the two extracts above about e-commerce and e-business and list the differences.

% 1.3 Evolution of E-commerce

E-commerce started in early 1970s. But it was mainly limited to large corporations, and
financial institutions. It actually began before what we know as the World Wide Web, with
the introduction of Electronic Data Interchange ( EDI). EDI allowed suppliers to exchange
information such as prices, inventory, and delivery dates with retailers making it possible to
easily track trends, new products, and much more. This type of technology along with the
expansion of the Internet grew into what we now know as e-commerce. It also extended the
e-commerce application to manufacturers, retailers, services and so on. With the
commercialization of the Internet in the early 1990s, millions of potential customers popped
up and the term “e-commerce” appeared. Nowadays, many organizations worldwide already
have websites.

6



