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Going Close to E-commerce

Warming-up Questions
1. How much do you know about e-commerce
2. Can you name some words which are Internet-related

3. Do you think e-commerce is far away from us

Related links
1. http://www. managementhelp. org/infomgnt/e cmmrce/e cmmrce. htm
# anchor1167431

2. http://www. ecommercetimes. com/perl/section/ebiz/

When talking about e-commerce, people always try to define it in a definite
way. In fact, unlike some definitions in natural science, we can hardly find an exact
and accurate definition to explain e-commerce because of its spectacular impacts on
human beings’ activities and of its fast growing. Actually in today’s Internet-based
society, e-commerce is an indispensable part of our life, and we are experiencing the
great changes it has brought about to our daily lives. The management guru, Peter
Drucker, once describes e-commerce in such words: The truly revolutionary im-
pact of the Internet Revolution is just beginning to be felt. But it is not “infor-
mation” that fuels this impact. It is not “artificial intelligence”, It is not the
ef fect 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; ecommerce—that is, the explosive emergence of the In-
ternet as a major , perhaps eventually the major, worldwide 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 s and above all, on the way we see the world and ourselves in
it. It , therefore, is less meaningful for us to define e-commerce. Probably the defi-

nition we give today will become obsolete tomorrow or even at next minute.
E-commerce—It’s More Than Buying and Selling

E-commerce , also known as e-business, describes the manner in which trans-

Rema
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actions take place over networks, mostly the Internet. It is the process of electroni-
cally buying and selling goods, services, and information. Certain e-commerce ap-
plications, such as buying and selling stocks on the Internet, are growing very rap-
idly. But e-commerce is not just about buying and selling; it is also about electroni-
cally communicating, collaborating, and discovering information. It is about e-
learning, e-government, and much more. E-commerce will impact a significant por-
tion of the world, affecting business, professions, and of course, people.
Although the features of e-commerce include all types of activities, they can be
put into two categories: (1) the online sale of goods or services and (2) the online
distribution of information. Some authorities use the term electronic commerce or e-
commerce to mean buying and selling goods and services over the Internet. But we
prefer to use a broader explanation: e-commerce is any electronic exchange of infor-

mation to conduct business.

The Interdisciplinary Nature of E-commerce

As a new disciplinary field, e-commerce is just now developing its theoretical
and scientific foundations. But today, in the academic field, it is widely accepted
that e-commerce is only a means by which people can get related information rather
than a discipline worthy of studying and researching. Actually in modern society,
we are so dependable on e-commerce You can probably see that EC is related to
many different disciplines, including Computer Science, Marketing , Consumer Be-
havior, Finance, Economics, Management Information Systems, Business Law.,

and Engineering.

The Partnership Between the Internet and Business

It, to entrepreneurs, is an everlasting topic to gain the maximum profit at the
cost as low as possible. A business can open a Web storefront in the local area and
find the world at its doorstep. The easiest way to understand the close alliance be-
tween the internet and business is to search the Internet itself. Popular search en-
gines, such as Yahoo, Google and Baidu, show categories for business and related
subjects. Some provide immediate links to business topics, where customers can
easily find the products quotation or company names on their flashing screens. As
you have seen, companies use the Web to sell products and services and to make in-
formation available. E-commerce can help them control costs by not having to print
and mail catalogs and brochures. They can advertise and communicate on the Web,

reaching a worldwide audience that they might never be able to reach otherwise.
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They can make themselves available to customers 24 hours a day . 7 days a week.

Words and Expressions

spectacular adj. unusually great

impact n.

indispensable adj. essential, important ,
guru n. )

artificial intelligence

practically adwv. almost or very nearly

managerial adj.

segmentation n. s

transaction n. doing and completing a business activity
collaborate v.

entrepreneur n.

quotation n.

brochure n.

Notes

1. Peter Ferdinand Drucker (November 19, 1909~November 11, 2005) was
a voice for change and new ways of thinking about social and business relations .
Drucker was born in a suburb of Vienna in a small village named Kaasgraben (now-
adays part of the 19™ district, Dobling). He earned a doctorate in International
Law. In 1943, he became a naturalized citizen of the United States. He taught at
New York University as Professor of Management from 1950 to 1971. From 1971
to his death he was the Clarke Professor of Social Science and Management at Clare-
mont Graduate University.

2. Yahoo, Google and Baidu: widely used search engines for the web that finds
information, news, images, products, finance. Nowadays these words are fre-
quently used in our daily lives and some words have been given new meanings. For

example, my children are googling all the day.

Exercises

Reading Comprehension
According to the text, answer the following questions.
1. According to the text, what does e-commerce mean
2. How do you understand the quotation cited from Peter Drucker

3. How do you understand the relationship between business and the Internet

3
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4. Do you agree with the author’s statement that e-commerce has brought
about great changes to our lives If yes, can you give some examples
5. What does the sentence “e-commerce is any electronic exchange of informa-

tion to conduct business” mean

Translation
A. Translate the following sentences into Chinese.

1. 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, worldwide distribution channel for
goods, for services, and, surprisingly, for managerial and professional jobs.

2. But today, in the academic field, it is widely accepted that e-commerce is
only a means by which people can get related information rather than a discipline
worthy of studying and researching.

3. They can advertise and communicate on the Web, reaching a worldwide au-
dience that they might never be able to reach otherwise.

4. The easiest way to understand the close alliance between the internet and
business is to search the Internet itself.

5. Some provide immediate links to business topics, where customers can easi-
ly find the products quotation or company names on their flashing screens.

B. Translate the following sentences into English with the given words or expres-
sions.

1. s ,

s . (prefer to)

2. s 0
(indispensable)

3. , . (available)

4. ., (take place)

5. . . (impact)

Supplementary Reading
E-commerce — Advantages
The advantages of E-commerce are basically increased sales and decreased costs
through the use of electronical media, especially the Web. The advantages of E-commerce

will be divided into the benefits it provides to organizations, consumers, and society.

Advantages to Organizations
Due to the global reach of the Internet, businesses organizations are able to
send messages worldwide, exploring new markets and opportunities. This breaks down

geographic limitations, and reaches narrow markets that traditional businesses have diffi-
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culties accessing. Through the Internet, business now offer a wide range of choices and
higher levels of customer information and details for individuals to search and compare.
Some build-to-order companies such as Dell Computer Corp can even provide a competitive
advantage by inexpensive customization of products and services.

In terms of cost reduction, E-commerce helps organizations decrease costs in
creating, processing, distributing, storing and retrieving information. For example
the communication and advertising costs could be lowered by sending e-mails and u-
sing online advertising channels, than by using television commercials or the print
media. In terms of online ordering and online auction organizations, the costs could
be lower than running an actual shop with the associated manpower.

Extended trading hours is another benefit, the 24 hours a day. 7 days a week
in 365 days allows business always free to open on the Internet without overtime
and extra cost. Other advantages includes the up-to-date company material, current
inventories, improved customers service, better customers communication, in-

creased operating and trading flexibility

Advantages to Consumers

For customers, the advantages occur in the buying process, product research, evalu-
ation and execution. E-commerce provides customers with a platform to search product in-
formation through global markets with a wider range of choices, which makes comparison
and evaluation easier and more efficient. With the ubiquity in accessing the Internet, con-
sumers are able to search for shops or perform other transactions anytime in almost any
location. Cheaper goods and services is one of the benefits for consumers who purchase
online. Furthermore, delivery time and costs can be saved by buyers when they purchase
digital goods and services. Examples are e-books, music and audio clips, software,

games, and distance education delivered via the Internet.

Advantages to Society

By telecommuting, individuals can nowadays work and do their purchasing at
home rather than by traveling around. This will result in less traffic and air pollu-
tion. For people in developing countries, many services and products are now avail-
able which were unavailable in the past; opportunities and higher education services
are more achievable for students. Non-profit organizations, including government
services, also benefit from E-commerce by the online payment system which sup-
ports the payment of tax refunds and pensions quickly and securely. Public services
such as health care, education, and public social service also benefit from E-com-
merce. For example, rural doctors and nurses can access professional information
and the latest health care technologies. Overall, e-commerce makes products and

services more easily available without geographic limitations.

5
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Words and expressions
geographic limitation

access v. .
manpower 7n.

execution n. .
platform n.

ubiquity n.

transaction n.

overall adwv.
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A Brief History of E-Com-

merce and EDI Standard

Warming-up Questions

1. How do we understand the saying that “The world is flat”

2. Undoubtedly, with the popularity of the Internet, e-commerce has penetra-
ted into every corner of our life. Would you like to give some examples to illustrate
how e-commerce influences your life

3. What does EDI stand for and what role does it play in the development

of E-commerce

Related Links

1. http: //www. mapsofworld. com/referrals/internet/internet-history/histo-

ry-of-e-commerce. htm

2. http: //www. flysyk02. netfirms. com/Ecommerce/History. htm

E-commerce the magic thing, that practically no one knew or even talked about 17
years ago, becomes so popular that it has affected almost every detail of our life and total-
ly changed the economic running model of the world which we think should be God’s
truth. As a result E-commerce brings us the new idea of global economy— “ The world
is flat 7 . All of us, with no exception, witness the great changes and reappraise

the values of ourselves in the innovation.

Brief History of E-commerce

E-commerce applications were first developed in the early 1970s with innova-
tions such as Electronic Funds Transfer (EFT) in which funds could be routed elec-
tronically from one organization to another. However, the extent of the applica-
tions was limited to large corporations, financial institutions, and a few other dar-
ing businesses. Then came Electronic Data Interchange (EDI), a technology used
to electronically transfer routine documents, which expanded electronic transfers
from financial transactions to other types of transaction processing (such as orde-
ring, invoice receipts, shipping documents etc. ). This new application enlarged
the pool of participating companies from financial institutions to manufacturers, re-
tailers, services, and many other types of businesses. More new EC applications

followed, ranging from travel reservation systems to stock trading systems. Such
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systems were called interorganizational system (10S) application, and their strate-
gic value to businesses has been widely recognized.

As we know, the development of EC is based on the growth of the Inter-
net. The Internet began life as an experiment by the U. S. government in 1969, and
its initial users were a largely technical audience of government agencies and aca-
demic researchers and scientists. When the Internet commercialized and users began
flocking to participate in the World Wide Web in the early 1990s, the term electron-
ic commerce was coined. As the EC applications rapidly expanded, a large number
of so-called dot-coms, or Internet start-ups, also appeared. One reason for this rap-
id expansion was the development of new networks, protocols, and software. The

other reason was the increase in competition and other business pressures.

EDI Standard

EDI (Electronic Data Interchange) is a communication standard that enables
the electronic transfer of routine documents such as purchasing order, invoices, re-
ceipts, shipping documents between business partners. EDI often serves as catalyst
and stimulus to improve the business processes that flow between organizations. It
reduces costs, delays, and errors inherent in a manual document-delivery system.
Therefore, it is important for us to understand how the EDI works and improves

the development of E-commerce.

Problems Among the Traditional Information Interchange

Traditional information interchange between business partners mainly focused
on replacing pre-defined or pre-printed business forms with similar defined electron-
ic forms on computers, such as purchase orders, invoices, or delivery information.
However, the procedures of processing those documents remain the same as before.
For example, a typical purchasing system, which allows clients to review their ma-
terial requirements and create purchase orders automatically according to stock lev-
els and Bill of Materials (BOM). The created purchase order will be printed out
and mailed to the supplier. The supplier then manually enters item information to
their customer shipping system upon receiving the order. Information to be input
may include customer names, order dates, order items, quantities, lead time, a-
greed price, payment methods and so on. On the date of delivery, ordered items
will be shipped. Invoice will then be printed by the shipping system and mailed
back to the purchaser.

As we can see in the example, even if the purchased items were ordered and
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shipped on the same day, the lead time could be as much as a week or more. So it is
obvious that the traditional information interchange protocol could result in the fol-

lowing problems.

® Long Processing Time

In the traditional paper-based processing system, the physical transmission of
documents between trading partners caused the increase of processing time to com-
plete a single transaction. Another reason which caused the processing time last
longer is the time it takes to re-enter data. Same information is entered twice in the
example above. However, the number of re-entering data will be a lot more in the

real practices, especially in the manufacturing industries.

* Low Accuracy

Due to the paper-based system that requires multiple instances of the same in-
formation, data have to be re-entered at various places within the processing life cy-
cle. Clearly, repeat entering the same data greatly increases the possibilities of

errors.

e High Labor Cost

Traditional flow of information requires data to be entered manually at each

step in the processing cycle and all these operations are labor intensive.

® Increased Uncertainty

Because of the delays in mailing and processing stage, the time of receiving
document will be unsure. It is not unusual that a merchant find out that the suppli-
er never received the purchase order when the items are not delivered as expected.
This kind of uncertainty often resulted in constant telephoning to confirm the re-

ceipt of document.

Can EDI Solve the Problems

The use of Electronic Data Interchange can help to eliminate or significantly re-
duce the problems found in the traditional information interchange system. For in-
stance, with the implementation of EDI in the previous example, the merchant can
still review their material requirements and create purchase orders. However in-
stead of printing a hardcopy of the order and mailing it, the purchase order will be
transmitted directly to the supplier over an electronic network.

On the supplier’s end, the transaction will be received and posted automatical-

9



SmaRrk !
|
|

ly. If there is an available stock, the supplier can even deliver the items on the same
date they received the order. Furthermore, the supplier now can send its shipping
document and notification electronically to the merchant, enabling the client to ac-
curately receive documents prior to the actual arrival of the items. In addition,
since the invoice can be sent directly to the merchant’s accounts payable system
through the EDI implementation, the supplier can receive its payment sooner than
before.

Consequently, most of the problems and drawbacks, which are encountered in
the traditional system can be solved. With the implementation of EDI, the produc-
tivity, efficiency and accuracy between business and trading partners can be greatly

improved.

How does EDI Work

Normally, a typical EDI transaction needs to go five steps. These steps togeth-
er with the EDI standards make the exchange of data possible between two trading
partners.

Stepl1: Preparation of electronic documents

The first step is the collection of information and data. The way to collect the
required information should be the same as the way to do it in the traditional sys-
tem. The difference is the system has to build an electronic file or database to store
those data.

Step2: Outbound translation

This step is to translate the electronic file or database into a standard format
according to the specification of the corresponding document. The resulting data
file should contain a series of structured transactions related to the purchase order
for example. If more than one company is involved in the particular transaction in-
dividual files should be produced for each of them.

Step3: Communication

Then the computer should connect and transmit those data file to the pre-ar-
ranged Value Added Network (VAN) automatically. The VAN then process each
file and route to the appropriate electronic mailboxes according to the destination
set in the file.

Step4: Inbound translation

The destination company should be able to retrieve the file from their electronic
mailboxes in a constant period, and then reverse the process by translating the file
from the standard format into the specific format required by the company’s appli-

cation software.
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Stepb: Processing the electronic documents

The internal application system of the destination company can process the re-
ceived documents now. All the resulted documents corresponding to the received
transaction should use the same processes or steps to transmit back to the transac-
tion initiator. The whole cycle of the electronic data interchange can then be com-

pleted.

The Benefits of EDI

e EDI enables companies to send and receive large amounts of routine transaction
information quickly around the globe.

e Computer-to-computer data transfer reduces the number of errors.

e Information can flow among several trading partners consistently and freely.

e Companies can access partners’ databases to retrieve and store standard transac-
tions.

e EDI fosters true (and strategic) partnership/relationship because it involves a
commitment to a long-term investment and the refinement of the system over
time.

e EDI creates a complete paperless TPS (transaction processing system) environ-
ment, saving money and increasing efficiency.

e Payment collection can be shortened by several weeks.

e Data may be entered off-line, in a batch mode, without tying up ports to the ma-
inframe.

e When an EDI document is received, the data may be used immediately.

e Sales information is delivered to manufactures, shippers, and warehouses almost
in real time .

e EDI can save companies a considerable amount of money.

As more and more companies get connected to the Internet, EDI is becoming
increasingly important as an easy mechanism for companies to buy, sell, and trade

information.

Words and Expressions

practically adwv. almost or very nearly

God’s truth

witness vt. ,
reappraise w. , ,
innovation n. (the use of) a new idea or method

EFT
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routine adj. a habitual or fixed way of doing things
inherent adj. ,
stimulus 7. ,
catalyst n.

Dot-coms n.

client n.

lead time n.

pre-defined

Bill of Materials

labor intensive

accounts payable n.

consequently adw. ,
drawback n. ,

encounter .

Notes
1. The world is flat: , § » .
4 “ ? o
2. Value Added Network (VAN) (

s B : N N

Exercises

Reading Comprehension
According to the text, answer the following questions.

1. How many stages are there in the development of e-commerce

2. There is no doubt that the rapid development of EC can be mainly accounted
to the fast growth of the Internet. Can you give some other reasons which contrib-
ute to the development of e-commerce

3. What are the problems in the traditional information interchange

4. Compared with the other standards, what are the advantages of EDI standard

Translation
A. Translate the following sentences into Chinese.

1. This new application enlarged the pool of participating companies from fi-
nancial institutions to manufacturers, retailers, services, and many other types of

businesses.



