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PREFACE

I feel huge pleasure and privilege in presenting this project report. The succeeding pages have a brief description about the E-Commerce. This has been presented in the form of report in the practical project undergone by me at the supervision of “Ms.Julie Joy” (Instructor) and KOTTAYAM BRANCH OF SIRC OF ICAI; I have taken this project to fulfill the requirement of my 100 Hours Compulsory Computer Training. My main target during the project was to gain the maximum knowledge and information in the predetermined time period and to attain through understanding is familiar with the present working condition, throat-cut competition and to know the impact of different conditions prevailing in the work field. I hope this report will be worth the effort and will be favorably received by the concerned authorities. 
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INTRODUCTION


In the emerging global economy, e-commerce and e-business have increasingly become a necessary component of business strategy and a strong catalyst for economic development. The integration of information and communications technology (ICT) in business has revolutionized relationships within organizations and those between and among organizations and individuals. Specifically, the use of ICT in business has enhanced productivity, encouraged greater customer participation, and enabled mass customization, besides reducing costs. 
     
With developments in the Internet and Web-based technologies, distinctions between traditional markets and the global electronic marketplace-such as business capital size, among others-are gradually being narrowed down. The name of the game is strategic positioning, the ability of a company to determine emerging opportunities and utilize the necessary human capital skills (such as intellectual resources) to make the most of these opportunities through an e-business strategy that is simple, workable and practicable within the context of a global information milieu and new economic environment. With its effect of leveling the playing field, e-commerce coupled with the appropriate strategy and policy approach enables small and medium scale enterprises to compete with large and capital-rich businesses.
     
On another plane, developing countries are given increased access to the global marketplace, where they compete with and complement the more developed economies. Most, if not all, developing countries are already participating in e-commerce, either as sellers or buyers. However, to facilitate e-commerce growth in these countries, the relatively underdeveloped information infrastructure must be improved.

Among the areas for policy interventions are:


1. High Internet access costs, including connection service fees, communication fees and hosting charges for websites with sufficient bandwidth.
1. Limited availability of credit cards and a nationwide credit card system;
1. Underdeveloped transportation infrastructure resulting in slow and uncertain delivery of goods and services;
1. Network security problems and insufficient security safeguards;
1. Lack of skilled human resources and key technologies (i.e., inadequate professional IT workforce);
1. Content restriction on national security and other public policy grounds, which greatly affect business in the field of information services, such as the media and entertainment sectors;
1. Cross-border issues, such as the recognition of transactions under laws of other ASEAN member-countries, certification services, improvement of delivery methods and customs facilitation; and
1. The relatively low cost of labor, which implies that a shift to a comparatively capital intensive solution (including investments on the improvement of the physical and network infrastructure) is not apparent.



     It is recognized that in the Information Age, Internet commerce is a powerful tool in the economic growth of developing countries. While there are indications of ecommerce patronage among large firms in developing countries, there seems to be little and negligible use of the Internet for commerce among small and medium sized firms. E-commerce promises better business for SMEs and sustainable economic development for developing countries. However, this is premised on strong political will and good governance, as well as on a responsible and supportive private sector within an effective policy framework. This primer seeks to provide policy guidelines toward this end.
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I. CONCEPTS AND DEFINITIONS

[bookmark: ecommerce]
What is E-commerce?
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Electronic commerce or e-commerce refers to a wide range of online business activities for products and services.1 It also pertains to “any form of business transaction in which the parties 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 involving 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, transform, and redefine relationships for value creation between or among organizations, and between organizations and individuals.

In its simplest sense, “commerce” is an act of trade between two parties:
• Where the exchange is negotiated under a set of mutually acceptable conditions, so that both    parties emerge satisfied with the result
• Where the exchange may depend on whether the two parties are prepared to trust one another
More complex transactions such as share dealings need to be supported by rules, procedures and fail-safe mechanisms, which provide trading partners with assurance and recovery methods when trust breaks down. 
Adding an “e” to commerce introduces another layer of complexity by transferring all the interactions, rules, procedures and fail-safes into a virtual word. On the internet the provision of trust becomes the keystone of any successful trading model because without trust, no-one will trade.
Most E-Commerce vendors are simply offering the customer another access point to the physical commercial model. The same trading activities need to happen:
•     An offer by the vendor;
•     Acceptance by the customer;
•     An exchange of money and goods or services.
Everything else is padding to attract the customer and facilitate the purchase. Trading on the Internet requires:
•     An organization providing an on-line service accessed via the Internet
•   Clients (consumers or other organizations) connecting to the service using devices such as computers, mobile telephones or interactive televisions
•     The exchange of transactions that relate to the purchase and provision of goods and services.
Guiding Principle
•    A critical asset that must be protected.
•     Restricted to authorized personnel for authorized use.  Information   Security is:
•     A cornerstone of maintaining public trust.
•      A business issue, not a technology issue.
•      Risk-based and cost-effective.
•     Aligned with organizational priorities, industry prudent practices, and government requirements.
•     Directed by policy but implemented by business owners.
•     Everyone’s business.
[bookmark: ecommercetransaction]Ecommerce Transactions
Ecommerce transactions typically have four phases:
1 Information Provision
Providing pre-sales  information on products and services. Typically, this may include on-line catalogues, price lists and product specifications. Information can be tailored to individual needs and previous purchasing history.
2 Agreements
               Agreeing the terms of the purchase. These may include price, discount, and method of payment and delivery requirements. This phase should result (either explicitly or implicitly) in a clearly understood contract between buyer and seller.
3 Settlements
              Fulfilling the terms of the contract. These could include exchange of payment and receipt and arranging delivery logistics. For electronic goods (e.g. documents, music, software), delivery itself may also take place on-line.
4 After-sales
              Providing post-sales support. This could include technical support such as electronic conferencing, new product information and product upgrades (e.g. for software). It can be used to maintain continuous contact with customers and feed back into the information phase.
In practice, only some of these phases may take place electronically. For example, many organizations provide web sites that hold product information and also provide on-line after-sales support. However, purchase, payment and delivery of goods may take place through traditional channels.
Is e-commerce the same as 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/organizations and individuals).
In e-business, on the other hand, ICT is used to enhance one’s business. It includes any process that a business organization (either a for-profit, governmental or non-profit entity) conducts over a computer-mediated network. A more comprehensive definition of e-business is: “The transformation of an organization’s processes to deliver additional customer value through the application of technologies, philosophies and computing paradigm of the new economy.”
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Three primary processes are enhanced in E-business:

0. Production processes, which include procurement, ordering and replenishment of stocks; processing of payments electronic links with suppliers; and production control processes, among others;

0. Customer-focused processes, which include promotional and marketing efforts selling over the Internet, processing of customers’ purchase orders and payments, and customer support, among others; and

0. Internal management processes, which include employee services, training, internal information-sharing, video-conferencing, and recruiting. Electronic applications enhance information flow between production and sales forces to improve sales force productivity. Workgroup communications and electronic publishing of internal business information are likewise made more efficient.


Key drivers of e-business
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Is the Internet economy synonymous with e-commerce and e-business?

The Internet economy is a broader concept than e-commerce and e-business. It includes e-commerce and e-business. 

The Internet economy pertains to all economic activities using electronic networks as a medium for commerce or those activities involved in both building the networks linked to the Internet and the purchase of application services7 such as the provision of enabling hardware and software and network equipment for Web-based/ online retail and shopping malls (or “e-malls”). It is made up of three major segments: physical (ICT) infrastructure, business infrastructure, and commerce.
The CREC (Center for Research and Electronic Commerce) at the University of Texas has developed a conceptual framework for how the Internet economy works. The framework shows four layers of the Internet economy-the three mentioned above and a fourth called intermediaries (see Table 1)
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	Traditional commerce perhaps started before recorded history when our ancestors first decided to specialize their everyday activities. Instead of each family unit having to grow crops, search for food, and make tools, families developed skills in one of these areas and traded some of their production for other needs. It started with bartering, which eventually gave way to the use of currency, making transactions easier to settle. However, the basic mechanisms of trade were the same. Somebody created a product or provided a service, which somebody else found valuable, and therefore was willing to 'pay' for it in exchange. Thus, commerce, or doing business, is a negotiated exchange of valuable products or services between at least two parties and includes all activities that each of the parties undertakes to complete the commercial transaction. Any commercial transaction can be examined from either the buyer's or the seller's viewpoint. These two sides of a commercial transaction are shown in the diagram given below.

	
	
	(a) 
	Buyer's Side of Traditional Commerce 

	 
	 

	
	Identify specific buying need 


Search for products or services that will satisfy the specific need 
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Select a vendor
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Negotiate a purchase transaction, including delivery, logistics, inspection, testing and acceptance 
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Receive product/ service and make payment 
[image: ]

Perform regular product maintenance and make warranty claims.

	 
	 

	(b) 
	Seller's Side of Traditional Commerce 

	 
	 

	
	
Conduct market research to identify customer needs 
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Create product or service that will meet customers' needs 
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Advertise and promote product or service 
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Negotiate a sale transaction including delivery logistics, inspection, testing, and acceptance 
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Dispatch goods and invoice customer 
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Receive and process customer payments 
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Provide after-sale support, maintenance, and warranty services.
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Electronic Commerce (E-commerce)

	
	 

	
	It can be loosely defined as 'doing business electronically'. More rigorously, e-commerce is buying and selling over digital media. It includes electronic trading of physical goods and of intangibles such as information. This encompasses all the trading steps such as online marketing, ordering, payment, and support for delivery. It includes the electronic provision of services, such as after-sales support, as well as electronic support for collaboration between companies, such a collaborative design. A further definition of e-commerce is provided by the European Union website; which defines 'Electronic commerce as a general concept covering any form of business transactions of information exchange executed using information and communication technology, between companies, between companies and their customers, or between companies and public administrations. Electronic commerce includes electronic trading of goods, services and electronic material'. Some people use the term Internet commerce to mean electronic commerce that specifically uses the Internet as its data transmission medium. E-commerce did not just happen in the last five years. Automobile companies and supermarkets in the western countries have been doing e-commerce for many years; their e-commerce technology is called electronic data interchange (EDI). Airline seats have also been sold using e-commerce systems; and the French have also been using e-commerce since 1983, but they do it in French with a system called Télétel. How do you know which products can be sold more effectively using traditional commerce, and which using electronic commerce? Products that buyers prefer to touch, smell, or examine closely are difficult to sell using e-commerce. For example, customers might be reluctant to buy high fashion garments and perishable food products, if they cannot examine the products closely before agreeing to purchase them. Retail merchants may have long traditional commerce experience in creating store environments that help convince customers to buy. This combination of store design, layout, and product display knowledge is called merchandising. Many salespersons have developed skills that allow them to identify customer needs and find products or services that meet those needs. The art of merchandising and personal selling can be difficult to practice over an electronic link. However, branded merchandise and products, such as books or music CDs, can be easily sold using e-commerce. Customers are willing to order a book title without examining the specific copy they will receive, because one copy of a new book is identical to other copies of the same book, and because the customer is not concerned about its other qualities such as freshness, or smell. Furthermore, e-commerce also offers the advantage of providing the ability to offer a wider selection of book titles than even the largest physical bookstore; which outweighs the advantage of a traditional bookstore, such as the customer's ability to browse the book.
[bookmark: types]


Different types of e-commerce

The major different types of e-commerce are: business-to-business (B2B); business to-consumer (B2C); business-to-government (B2G); consumer-to-consumer (C2C); and mobile commerce (m-commerce).
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B2B e-commerce

B2B e-commerce is simply defined as e-commerce between companies. This is the type of e-commerce that deals with relationships between and among businesses. About 80% of e-commerce is of this type, and most experts predict that B2B ecommerce will continue to grow faster than the B2C segment. The B2B market has two primary components:

E-frastructure and E-markets

· E-frastructure is the architecture of B2B, primarily consisting of the following:

1. logistics - transportation, warehousing and distribution (e.g., Procter and Gamble);
1. application service providers - deployment, hosting and management of packaged software from a central facility (e.g., Oracle and Link share);outsourcing of functions in the process of e-commerce, such as Web- hosting, security and customer care solutions (e.g., outsourcing providers such as e Share, Net Sales, I XL Enterprises and Universal Access);
1. auction solutions software for the operation and maintenance of real-time auctions in the Internet (e.g. Moa Technologies and Open Site
1. Technologies);
1. content management software for the facilitation of Web site content management and delivery (e.g., Interwoven and ProcureNet); and
1. Web-based commerce enablers (e.g., Commerce One, a browser-based, XML enabled purchasing automation software).

· E-markets are simply defined as Web sites where buyers and sellers interact with each other and conduct transactions. The more common B2B examples and best practice models are IBM, Hewlett Packard (HP), Cisco and Dell. Cisco, for instance, receives over 90% of its product orders over the Internet. Most B2B applications are in the areas of supplier management (especially purchase order processing), inventory management (i.e., managing order-ship-bill cycles), distribution management (especially in the transmission of shipping documents), channel management (i.e., information dissemination on changes in operational conditions), and payment management (e.g., electronic payment systems or EPS).




Benefits of B2B E-Commerce in Developing Markets

The impact of B2B markets on the economy of developing countries is evident in the following:

Transaction costs. There are three cost areas that are significantly reduced through the conduct of B2B e-commerce. First is the reduction of search costs, as buyers need not go through multiple intermediaries to search for information about suppliers, products and prices as in a traditional supply chain. In terms of effort, time and money spent, the Internet is a more efficient information channel than its traditional counterpart. In B2B markets, buyers and sellers are gathered together into a single online trading community, reducing search costs even further. Second is the reduction in the costs of processing transactions (e.g. invoices, purchase orders and payment schemes), as B2B allows for the automation of transaction processes and therefore, the quick implementation of the same compared to other channels (such as the telephone and fax). Efficiency in trading processes and transactions is also enhanced through the B2B e-market’s ability to process sales through online auctions. Third, online processing improves inventory management and logistics.

Disintermediation. Through B2B e-markets, suppliers are able to interact and transact directly with buyers, thereby eliminating intermediaries and distributors. However, new forms of intermediaries are emerging. For instance, e-markets themselves can be considered as intermediaries because they come between suppliers and customers in the supply chain.

Transparency in pricing. Among the more evident benefits of e-markets is the increase in price transparency. The gathering of a large number of buyers and sellers in a single e-market reveals market price information and transaction processing to participants. The Internet allows for the publication of information on a single purchase or transaction, making the information readily accessible and available to all members of the e-market. Increased price transparency has the effect of pulling down price differentials in the market. In this context, buyers are provided much more time to compare prices and make better buying decisions. Moreover, B2B e-markets expand borders for dynamic and negotiated pricing wherein multiple buyers and sellers collectively participate in price-setting and two-way auctions. In such environments, prices can be set through automatic matching of bids and offers. In the marketplace, the requirements of both buyers and sellers are thus aggregated to reach competitive prices, which are lower than those resulting from individual actions.

Economies of scale and network effects. The rapid growth of B2B e-markets creates traditional supply-side cost-based economies of scale. Furthermore, the bringing together of a significant number of buyers and sellers provides the demand-side economies of scale or network effects. Each additional incremental participant in the e-market creates value for all participants in the demand side. More participants form a critical mass, which is key in attracting more users to an e-market.


B2C e-commerce

Business-to-consumer e-commerce, or commerce between companies and consumers, involves customers gathering information; purchasing physical goods (i.e., tangibles such as books or consumer products) or information goods (or goods of electronic material or digitized content, such as software, or e-books); and, for information goods, receiving products over an electronic network.
It is the second largest and the earliest form of e-commerce. Its origins can be traced to online retailing (or e-tailing).13 Thus, the more common B2C business models are the online retailing companies such as Amazon.com, Drugstore.com, Beyond.com, Barnes and Noble and ToysRus. Other B2C examples involving information goods are E-Trade and Travelocity.

The more common applications of this type of e-commerce are in the areas of purchasing products and information, and personal finance management, which pertains to the management of personal investments and finances with the use of online banking tools .

B2C e-commerce reduces transactions costs (particularly search costs) by increasing consumer access to information and allowing consumers to find the most competitive price for a product or service. B2C e-commerce also reduces market entry barriers since the cost of putting up and maintaining a Web site is much cheaper than installing a “brick-and-mortar” structure for a firm. In the case of information goods, B2C e-commerce is even more attractive because it saves firms from factoring in the additional cost of a physical distribution network. Moreover, for countries with a growing and robust Internet population, delivering information goods becomes increasingly feasible.


B2G e-commerce

Business-to-government e-commerce or B2G is generally defined as commerce between companies and the public sector. It refers to the use of the Internet for public procurement, licensing procedures, and other government-related operations. This kind of e-commerce has two features: first, the public sector assumes a pilot/leading role in establishing e-commerce; and second, it is assumed that the public sector has the greatest need for making its procurement system more effective.

Web-based purchasing policies increase the transparency of the procurement process (and reduce the risk of irregularities). To date, however, the size of the B2G ecommerce market as a component of total e-commerce is insignificant, as government e-procurement systems remain undeveloped.

C2C e-commerce
Consumer-to-consumer e-commerce or C2C is simply commerce between private individuals or consumers. This type of e-commerce is characterized by the growth of electronic marketplaces and online auctions, particularly in vertical industries where firms/businesses can bid for what they want from among multiple suppliers.16 It perhaps has the greatest potential for developing new markets.

This type of e-commerce comes in at least three forms:

● auctions facilitated at a portal, such as eBay, which allows online real-time bidding on items being sold     in the Web;
● peer-to-peer systems, such as the Napster model (a protocol for sharing files
between users used by chat forums similar to IRC) and other file exchange and
later money exchange models; and

● classified ads at portal sites such as Excite Classifieds and eWanted (an interactive,
online marketplace where buyers and sellers can negotiate and which
features “Buyer Leads & Want Ads”).


Consumer-to-business (C2B) transactions involve reverse auctions, which empower the consumer to drive transactions. A concrete example of this when competing airlines gives a traveler best travel and ticket offers in response to the traveler’s post that she wants to fly from New York to San Francisco.There is little information on the relative size of global C2C e-commerce. However, C2C figures of popular C2C sites such as eBay and Napster indicate that this market is quite large. These sites produce millions of dollars in sales every day.
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Components of a typical successful E-commerce transaction loop

	
	

	
	E-commerce does not refer merely to a firm putting up a Web site for the purpose of selling goods to buyers over the Internet. For e-commerce to be a competitive alternative to traditional commercial transactions and for a firm to maximize the benefits of e-commerce, a number of technical as well as enabling issues have to be considered. A typical e-commerce transaction loop involves the following major players and corresponding requisites:

 The Seller should have the following components:
1. A corporate Web site with e-commerce capabilities (e.g., a secure transaction server);
1.  A corporate intranet so that orders are processed in an efficient manner; and
1.  IT-literate employees to manage the information flows and maintain the e-commerce system.

Transaction partners include:
1.  Banking institutions that offer transaction clearing services (e.g., processing credit card payments and electronic fund transfers);
1.  National and international freight companies to enable the movement of physical goods within, around       and out of the country. For business-to-consumer transactions, the system must offer a means for cost-efficient transport of small packages (such that purchasing books over the Internet, for example, is not prohibitively more expensive than buying from a local store); and
1. Authentication authority that serves as a trusted third party to ensure the integrity and security of transactions.

Consumers (in a business-to-consumer transaction) who:
1. Form a critical mass of the population with access to the Internet and disposable income enabling widespread use of credit cards; and
1. Possess a mindset for purchasing goods over the Internet rather than by physically inspecting items.

Firms/Businesses (in a business-to-business transaction) that together form a critical mass of companies (especially within supply chains) with Internet access and the capability to place and take orders over the Internet.

Government, to establish:
1. A legal framework governing e-commerce transactions (including electronic documents, signatures, and the like); and
1. Legal institutions that would enforce the legal framework (i.e., laws and regulations) and protect consumers and businesses from fraud, among others. And finally, the Internet, the successful use of which depends on the following:
1.  A robust and reliable Internet infrastructure; and
1. A pricing structure that doesn’t penalize consumers for spending time on and buying goods over the Internet (e.g., a flat monthly charge for both ISP access and local phone calls).

For e-commerce to grow, the above requisites and factors have to be in place. The least developed factor is an impediment to the increased uptake of e-commerce as a whole. For instance, a country with an excellent Internet infrastructure will not have high e-commerce figures if banks do not offer support and fulfillment services to e-commerce transactions. In countries that have significant e-commerce figures, a positive feedback loop reinforces each of these factors.







BARRIERS TO E-COMMERCE

There are also barriers to the growth and development of e-commerce. Numerous reports and surveys identify the different kinds of barriers, and many of them focus on security as being one of the largest inhibitors to and problems for e-commerce. CommerceNet20 (a non-profit consortium of business, technology, academic and government leaders who develop and implement e-commerce technology and business practice) conducts an annual time series survey of visitors to the Commerce Net website, to identify the barriers to e-commerce. Different nations are at different stages of development of e-commerce and as such the issues that are relevant to one nation may not be relevant to another. Similarly, the issues that are relevant to the type of organisation also differ. For example, large organisations have different needs and infrastructures to SMEs. The study of 1,000 visitors divides the findings into the perspectives of three different types of organisation: large B-to-B organisations; SME B-to-B enterprises; and B-to-C retailers. The study also divides the results into US and non-US based. This is particularly useful because the USA is at a more advanced stage in the e-commerce adoption lifecycle than the majority of other nations and so can be used as a predictor of things to come or as a warning to prevent followers experiencing similar pitfalls and problems. The findings summarized in Figure 1.6 show that barriers to ecommerce can be seen as being relevant both to the macro-environment and the micro-environment level of the firm itself. Overall, all three kinds of organizations have similar barriers but with different emphases. Internet infrastructure deals with issues such as availability and quality of the Internet in terms of speed and reliability. This barrier is of particular concern to SMEs and B-to-C organizations, since their business relies more on general consumers, and so the ease with which the general public can connect to the Internet has a direct impact on their Web-based business. Technology infrastructure deals with issues of standardization of systems and applications, which is a particular concern for larger organizations who want to implement solutions such as value chain integration and e-supply chain management. Security in its broadest term is one of the most significant barriers to e-commerce both within the organization and external to it. Identified as Security and Encryption; Trust and Risk; User Authentication and Lack of Public Key Infrastructure; Fraud and Risk of Loss it relates to the development of a broader security infrastructure and it also relates to the kinds of measures organisations can take to improve security. Although security is a major concern for all types of organisations, it is a dominant concern for companies in the B-to-C e-commerce retail sector, since it reflects the concerns and perceptions of users and potential customers that are conducting financial transactions on-line. The commercial infrastructure relates to issues such as international trade agreements, taxation laws and other legal agreements that facilitate all kinds of on-line trading and so is a barrier relevant to all types of organisations.At the level of the organisation itself, there are many barriers to e-commerce that relate to issues of organisational structure and culture. These are most significant for large organisations that have to deal with change management issues. For example, there is a sense that much work still needs to be done to design the right organisational structure and corporate culture that will promote and be able to maximise the benefits of widespread e-commerce applications. Additionally, there is a perception that business partners face similar organisational and technological problems, which raises the barrier further. Another significant issue was found to be the lack of qualified personnel to implement in-house and third-party e-commerce systems. For SMEs, this is a particularly strong concern because internally they do not have sufficient resources to attract and maintain their own support staff to develop a sophisticated technology infrastructure. With regards to third parties, the qualified personnel tended to work for larger organisations, which were more concerned about serving the more lucrative larger clients than SMEs. One respondent noted that, ‘small firms get lots of vague and general exhortations to go “online” but find it very difficult to get reliable, well informed advice and also to get honest, effective support from a Web services provider.
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	Another major barrier to the development of e-commerce was a lack of proven business models. This is a reflection of the instability of the whole dot com phenomenon, and the poor performance of the dot coms on the world’s stock exchanges in late 1999 and early 2000 after the dizzy heights to which dot com companies rose in 1998–9. A financially successful business model has yet to emerge into the business world’s limelight as the model to follow. Interoperability of systems is identified as one of the major barriers for large US-based B-to-B corporations. This refers specifically to implementation and compatibility problems of integrating new e-commerce applications with existing legacy systems and resources within organisations. This problem also extends to interacting with systems of business partners and stakeholders. The fact that the USA is ahead in the adoption lifecycle of E-commerce suggests that these issues will become more prevalent in other nations that are further behind in the lifecycle. Thus there is a need for standards to be introduced to overcome issue of incompatibility and interoperability. For SMEs that have fewer legacy systems, the issues are more a matter of interoperability with partner systems. Many of the top barriers recognized by respondents in 2000 were also top concerns in 1999, especially security. This illustrates a consistency and reliability of the measures being taken by the survey and also underlines the fact that they are not being addressed adequately. The two major changes were increased concern over lack of business models and lack of qualified personnel. This reflects the downturn in the fortunes of the dot coms and also illustrates the increasing skills shortages problems to deal with the increasing IT implementation and maintenance problems.

	
	

	
	

	
	

	 
	
	 

	 
	
	 

	 
	
	















[bookmark: _Toc250214769][bookmark: ecomm]E-commerce advantages and disadvantages
E-commerce provides many new ways for businesses and consumers to communicate and conduct business. There are a number of advantages and disadvantages of conducting business in this manner. 
[bookmark: _Toc250214770][bookmark: advan]E-commerce advantages 
Some advantages that can be achieved from e-commerce include: 
1. Being able to conduct business 24 x 7 x 365 . E-commerce systems can operate all day every day. Your physical storefront does not need to be open in order for customers and suppliers to be doing business with you electronically. 
1. Access the global marketplace . The Internet spans the world, and it is possible to do business with any business or person who is connected to the Internet. Simple local businesses such as specialist record stores are able to market and sell their offerings internationally using e-commerce. This global opportunity is assisted by the fact that, unlike traditional communications methods, users are not charged according to the distance over which they are communicating. 
1. Speed. Electronic communications allow messages to traverse the world almost instantaneously. There is no need to wait weeks for a catalogue to arrive by post: that communications delay is not a part of the Internet / e-commerce world. 
1. Marketspace. The market in which web-based businesses operate is the global market. It may not be evident to them, but many businesses are already facing international competition from web-enabled businesses. 
1. Opportunity to reduce costs. The Internet makes it very easy to 'shop around' for products and services that may be cheaper or more effective than we might otherwise settle for. It is sometimes possible to, through some online research, identify original manufacturers for some goods - thereby bypassing wholesalers and achieving a cheaper price. 
1. Computer platform-independent . 'Many, if not most, computers have the ability to communicate via the Internet independent of operating systems and hardware. Customers are not limited by existing hardware systems' (Gascoyne & Ozcubukcu, 1997:87). 
1. Efficient applications development environment - 'In many respects, applications can be more efficiently developed and distributed because the can be built without regard to the customer's or the business partner's technology platform. Application updates do not have to be manually installed on computers. Rather, Internet-related technologies provide this capability inherently through automatic deployment of software updates' (Gascoyne & Ozcubukcu, 1997:87). 
1. Allowing customer self service and 'customer outsourcing'. People can interact with businesses at any hour of the day that it is convenient to them, and because these interactions are initiated by customers, the customers also provide a lot of the data for the transaction that may otherwise need to be entered by business staff. This means that some of the work and costs are effectively shifted to customers; this is referred to as 'customer outsourcing'. 
1. Stepping beyond borders to a global view. Using aspects of e-commerce technology can mean your business can source and use products and services provided by other businesses in other countries. This seems obvious enough to say, but people do not always consider the implications of e-commerce. For example, in many ways it can be easier and cheaper to host and operate some e-commerce activities outside Australia. Further, because many e-commerce transactions involve credit cards, many businesses in Australia need to make arrangements for accepting online payments. However a number of major Australian banks have tended to be unhelpful laggards on this front, charging a lot of money and making it difficult to establish these arrangements - particularly for smaller businesses and/or businesses that don't fit into a traditional-economy understanding of business. In some cases, therefore, it can be easier and cheaper to set up arrangements which bypass this aspect of the Australian banking system. Admittedly, this can create some grey areas for legal and taxation purposes, but these can be dealt with. And yes these circumstances do have implications for Australia's national competitiveness and the competitiveness of our industries and businesses. 
As a further thought, many businesses find it easier to buy and sell in U.S. dollars: it is effectively the major currency of the Internet. In this context, global online customers can find the concept of peculiar and unfamiliar currencies disconcerting. Some businesses find they can achieve higher prices online and in US dollars than they would achieve selling locally or nationally. Given that banks often charge fees for converting currencies, this is another reason to investigate all of your (national and international) options for accepting and making online payments. 
In brief, it is useful to take a global view with regard the potential and organisation of your e-commerce activities, especially if you are targeting global customers. 
1. A new marketing channel. The Internet provides an important new channel to sell to consumers. Peterson et al. (1999) suggest that, as a marketing channel, the Internet has the following characteristics:
1. the ability to inexpensively store vast amounts of information at different virtual locations 
1. the availability of powerful and inexpensive means of searching, organising, and disseminating such information 
1. interactivity and the ability to provide information on demand 
1. the ability to provide perceptual experiences that are far superior to a printed catalogue, although not as rich as personal inspection 
1. the capability to serve as a transaction medium 
1. the ability to serve as a physical distribution medium for certain goods (e.g., software) 
1. relatively low entry and establishment costs for sellers 
1. no other existing marketing channel possesses all of these characteristics. 
Some of these advantages and their surrounding issues are discussed below in further detail. 
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E-commerce disadvantages
Some disadvantages and constraints of e-commerce include the following. 
1. Time for delivery of physical products . It is possible to visit a local music store and walk out with a compact disc, or a bookstore and leave with a book. E-commerce is often used to buy goods that are not available locally from businesses all over the world, meaning that physical goods need to be delivered, which takes time and costs money. In some cases there are ways around this, for example, with electronic files of the music or books being accessed across the Internet, but then these are not physical goods. 
1. Physical product, supplier & delivery uncertainty . When you walk out of a shop with an item, it's yours. You have it; you know what it is, where it is and how it looks. In some respects e-commerce purchases are made on trust. This is because, firstly, not having had physical access to the product, a purchase is made on an expectation of what that product is and its condition. Secondly, because supplying businesses can be conducted across the world, it can be uncertain whether or not they are legitimate businesses and are not just going to take your money. It's pretty hard to knock on their door to complain or seek legal recourse! Thirdly, even if the item is sent, it is easy to start wondering whether or not it will ever arrive. 
1. Perishable goods . Forget about ordering a single gelato ice cream from a shop in Rome! Though specialised or refrigerated transport can be used, goods bought and sold via the Internet tend to be durable and non-perishable: they need to survive the trip from the supplier to the purchasing business or consumer. This shifts the bias for perishable and/or non-durable goods back towards traditional supply chain arrangements, or towards relatively more local e-commerce-based purchases, sales and distribution. In contrast, durable goods can be traded from almost anyone to almost anyone else, sparking competition for lower prices. In some cases this leads to disintermediation in which intermediary people and businesses are bypassed by consumers and by other businesses that are seeking to purchase more directly from manufacturers. 
1. Limited and selected sensory information. The Internet is an effective conduit for visual and auditory information: seeing pictures, hearing sounds and reading text. However it does not allow full scope for our senses: we can see pictures of the flowers, but not smell their fragrance; we can see pictures of a hammer, but not feel its weight or balance. Further, when we pick up and inspect something, we choose what we look at and how we look at it. This is not the case on the Internet. If we were looking at buying a car on the Internet, we would see the pictures the seller had chosen for us to see but not the things we might look for if we were able to see it in person. And, taking into account our other senses, we can't test the car to hear the sound of the engine as it changes gears or sense the smell and feel of the leather seats. There are many ways in which the Internet does not convey the richness of experiences of the world. This lack of sensory information means that people are often much more comfortable buying via the Internet generic goods - things that they have seen or experienced before and about which there is little ambiguity, rather than unique or complex things. 
1. Returning goods. Returning goods online can be an area of difficulty. The uncertainties surrounding the initial payment and delivery of goods can be exacerbated in this process. Will the goods get back to their source? Who pays for the return postage? Will the refund be paid? Will I be left with nothing? How long will it take? Contrast this with the offline experience of returning goods to a shop. 
1. Privacy, security, payment, identity, contract. Many issues arise - privacy of information, security of that information and payment details, whether or not payment details (eg credit card details) will be misused, identity theft, contract, and, whether we have one or not, what laws and legal jurisdiction apply.
1. Defined services & the unexpected . E-commerce is an effective means for managing the transaction of known and established services, that is, things that are everyday. It is not suitable for dealing with the new or unexpected. For example, a transport company used to dealing with simple packages being asked if it can transport a hippopotamus, or a customer asking for a book order to be wrapped in blue and white polka dot paper with a bow. Such requests need human intervention to investigate and resolve. 
1. Personal service . Although some human interaction can be facilitated via the web, e-commerce can not provide the richness of interaction provided by personal service. For most businesses, e-commerce methods provide the equivalent of an information-rich counter attendant rather than a salesperson. This also means that feedback about how people react to product and service offerings also tends to be more granular or perhaps lost using e-commerce approaches. If your only feedback is that people are (or are not) buying your products or services online, this is inadequate for evaluating how to change or improve your e-commerce strategies and/or product and service offerings. Successful business use of e-commerce typically involves strategies for gaining and applying customer feedback. This helps businesses to understand, anticipate and meet changing online customer needs and preferences, which is critical because of the comparatively rapid rate of ongoing Internet-based change. 
1. Size and number of transactions. E-commerce is most often conducted using credit card facilities for payments, and as a result very small and very large transactions tend not to be conducted online. The size of transactions is also impacted by the economics of transporting physical goods. For example, any benefits or conveniences of buying a box of pens online from a US-based business tend to be eclipsed by the cost of having to pay for them to be delivered to you in Australia. The delivery costs also mean that buying individual items from a range of different overseas businesses is significantly more expensive than buying all of the goods from one overseas business because the goods can be packaged and shipped together. 
Reflecting some of the comments above, the following chart (Figure 1.6) shows some of the complaints made by Australian e-consumers.
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Figure 1 Reasons for consumer complaints (Australia 2002) (EGEC, November 2003:11)




CONCLUSION

Electronic commerce is a new form of marketing with a predicted explosive growth over the next few years. The technology underlying the market is quite complex, and will become more so as new payment methods and Web technologies come on stream. The marketing approach is also new and different. The key to success is to find innovative ways to use that technology to attract customers and build business.

This paper is intended to give an overview of the most important concepts in electronic commerce. Now is a good time to enter this market at a relatively low cost, to learn how the market works, and be ready to take advantage of new opportunities as they arise.











BIBILOGRAPHY


Print Materials:
Books 

· INFORMATION TECHNOLOGY TRAINING PROGRAMME MODULE-II
· INFORMATION TECHNOLOGY STUDY MATERIAL (IPCC)
· INFORMATION TECHNOLOGY TRAINING PROGRAMME (CD)


Electronic Materials:
Online Databases

· WIKIPEDIA
· CA CLUB INDIA
· WIKIBOOKS



Page 45
A PROJECT REPORT ON E-COMMERCE 
image4.jpeg




image5.emf

image6.emf

image7.png
Internet
Economy
Layer

Types of
Companies

Table 1. Internet Economy Conceptual Frame

Layer 1- intemst | Layer 2- Layer3- Layer 4 - Intemst
Infrastructure: Internet Internet Commerce:
Companies that Applications | Intermediaries: | Companies that
provide the Infrastructure: | Companies sell products or
enabling hardware, | Comparies thatlink - senvices directly
software, and that make commerce to consumers or
networking software buyers and businesses.
equipment for products that | sellers;
Internet and for the | faciliate Web | companies that
World Wide Web transactions; | provide Web

companies content;

that provide companies that

Web provide

development | marketplaces

design and in which &

consulting commerce

services wransactions.
Networking Internet Market Makers | E-Tailers
Hardware/Software | Commerce in Vertical Oniine.
Companies Applications | Industries. Entertainment
Line Acceleration | Web Online Travel and Professional
Hardware Development | Agents. Services
Manufacturers. Software Onine. Manufacturers.
PCand Server Internet Brokerages Seling Online
Manufacturers. Consultants Content Ailines Seling
Internet Backbone | Online Aggregators Online Tickets.
Providers Training Onine Fee/Subscription-
Internet Service Search Advertisers Based
Providers (1SPs) Engine Internet Ad Companies.
Securty Vendors | Software Brokers
Fiber Optics Web-Enabled | Portals/Cantent
Makers Databases Providers

Multimedia

Applications

Adobe STEEL Amazon.com

“Microsoft Travelocily e- Del

“IBM Trade

Oracle Yahoo!

ZDNet





image8.wmf
 


image9.wmf
 


image10.wmf
 


image11.wmf
 


image12.emf

image13.png
W Business-to-Business (528)

W Business-to-Consumer (52€)

= Susiness-to-employes (82¢)

 Business-to-Government /

Administration (826/824)

= Susiness-to-Machines (82M)

B Business-to-Manager (52M)

' Consumer-to-Business (€28)

= Consumer-to-Consumer (C2C)

= Consumer-to-Administration (C24)

B Governmentto-usiness (G23)

B Governmentto-Citizen (G2C)




image14.emf

image15.jpeg
Undiciosed or

frisresimsss
G
e Que ',P 3% Other Violations Failure to Honour
sty Warranty or
Merchandise or hod Guarantee.
posvooty
ook
s
Faeeto o
oo poy
£
[E———
St tnoores | o Ok
potrian o
i - oot Cortat
o e




image1.jpeg




image2.jpeg




image3.jpeg
\g-commerce
® O




