Chapter 6 – E-Business and E-Commerce
E-commerce: is the process of buying, selling, transferring or exchanging products, services or information through computer networks, including the internet.
E-business (a broader concept than e-commerce): In addition to buying and selling, it also refers to servicing customers, collaborating with business partners, and performing electronic transactions within an organization.
Pure Vs. Partial EC
- Electronic commerce can take several forms depending on the degree of digitization involved (how much work is digitized compared to physical work)
- Purely physical organizations are “bricks and mortar organizations”
- Pure EC means all dimensions are digital, so companies engaged only in EC are considered virtual organizations (example, buying a software from a website – everything is online)
- Partial EC means a mix of digital and physical dimensions (clicks and mortar organizations). Their primary business is done physically, but they also have e-commerce activities. (Amazon)
Types of E-commerce (is conducted between and among various parties)
1) Business to consumer (B2C): In B2C, the sellers are organizations and buyers are individuals
2) Business to business (B2B): In B2B, both the sellers and the buyers are business organizations. Most e-commerce is of this type.
3) Consumer to consumer (C2C): In C2C, the individual sells products to other individuals. The major ways are conducted on the internet are auctions and classified ads. Ex. EBay, craigslist. This is increasing in many countries due to the fact that it attracts international customers *.
4) Business to employee (B2E): In B2E, an organization uses EC internally to provide information and services to its employees (ex. It lets them manage benefits, take training classes, sells products at a discounted price from electronic corporate stores)
5) E-government: is the use of internet technology to deliver info and public services to citizens. It could be either G2C EC (Government to citizen) or G2B EC (Government to business). Advantages: efficient way to conduct transactions to citizens and businesses makes government more efficient and effective (in delivery of public services). An example of this is electronic benefits transfer (government can directly transfer money to bank accounts).
6) Mobile Commerce (m-commerce): refers to e-commerce that is conducted entirely in a wireless environment (using cell phones to shop on the internet).
* Google has made e-commerce better as it allows customers to access much more specific and relevant search results. This way they have more options to buy from, increasing competition.


Major E-commerce Mechanisms (businesses and customers use these for buying and selling)
· Electronic catalogues: It was printed on paper for generations, but now available on CD and internet. It consists of product database, directory/search capabilities and a presentation function. They are the backbone of most e-commerce sites.
· Electronic auctions: it is auctions in the internet - helps in generating more revenue for seller. Also, buyers can bargain for better price, and doesn’t need to travel to buy product.
- Forward auctions: seller places items and buyers bid continuously for them (EBay)
- Reverse auctions: one buyer, usually an organization, wants to buy product or service. Buyer posts request for quotation, and supplier studies it and bids for it. In contrast to forward auctions, lowest price bidder wins the auction – Reverse auctions are used for large purchases by government and large corporations as it provides savings for buyer.
· Electronic storefront: is a website on the internet that represents a single store (future shop). E-mall is a collection of individual shops under one internet address – B2C
· Electronic marketplace: a central, virtual market space on the web where many buyers and many sellers can conduct e-commerce/business activities – associated with B2B
Benefits and Limitations of E-commerce
Benefits
Benefits to organizations
- Makes national and international markets more accessible
- Lowering costs of processing, distributing, and retrieving information
Benefits to customers
- Access a vast number of products and services around the clock (24/7/365)
Benefits to Society
- Ability to easily and conveniently deliver information, services and products to people in cities, rural areas and developing countries
Limitations (slowed the growth and acceptance)
Technological Limitations
- Lack of universally accepted security standards
- Insufficient telecommunications bandwidth
- Expensive accessibility
Non-technological Limitations
- Perception that EC is unsecure
- Unresolved legal issues
- Lacks a critical mass of sellers and buyers


6.2 Business to consumer (B2C) Electronic Commerce
- B2B is much larger than B2C by volume, but B2C is more complex as it involves a large number of buyers making millions of diverse transactions with small number of sellers everyday.
- A good example of this is Amazon.com (maintain each transactions quickly and efficiently)
Two basic mechanisms for customers to access companies on the web:
E-tailing is the direct sale of products and services through electronic storefronts or electronic malls, usually designed around an electronic format and/or auctions.
1) Electronic storefronts: website that represents a single store, buyers can place order here. Examples are Future Shop, Chapter, Canadian tire
2) Electronic malls (cybermall): is a collection of individual shops under a single internet address. It has thousands of vendors. Two types: referral malls, where you cannot buy anything, but you are transferred to a participating storefront. The second type you can purchase. 
Benefits of buying online (e-commerce) 
- you can buy from home or anywhere, anytime, even in holidays
- variety of products, sometimes at a lower price.
- it has detailed supplementary information
- customers can locate and compare products and prices
- customers can find thousands of sellers 
Online Service Industries
- In addition to purchasing products over the web, customers can also access online services
- Even though selling over the internet reduces vendor’s expenses; they still have to deliver physically. But, service items (buying tickets) can be delivered entirely through e-commerce.
- Intermediaries (they provide information and perform value-added services like consulting) could be eliminated as e-marketplaces and portals are providing information. This process is called disintermediation. But, the web helps employees with value-added services (when there is a lot of participants like job searches, and when the information to be exchanged is complex).
Cyberbanking (e-banking): conducting banking activities from anywhere using internet. It has capabilities from paying bills to applying for a loan. It is convenient and saves time.
Online Securities trading – people are now using internet from securities trading (easier)
Online job market – internet offers a lot of jobs for people and companies searching
Travel services – internet is good for plan, explore and arrange any trip economically (cheap)



Issues in e-tailing
1) Channel conflict: the problems a clicks and mortal company faces with their regular distributors when they sell directly to customers online. It could alienate the distributors. It has forced some companies to avoid direct online sales (example, Ford)
- it can arise in areas such as pricing of products and services and resource allocation (for example, how much to spend on advertising).
- Another potential conflict involves logistics services provided by the offline activities to the online activities (for example, how should a company handle returned items bought online?)
- As companies have separated their “click” from “bricks” – causing an increase in expenses and reduce synergy between the two channels. So, they are now multichannelling and integrating both offline and online together.
2) Order fulfillment: When companies sell directly to customers, they have to: quickly find the products to be shipped, pack them, arrange for delivery, collect money from customers and handle returns of unwanted and defective products.
- It could be difficult to accomplish these tasks (efficiently and effectively) as it needs to be done quickly, and with good care. Also, they must provide all related customer services.
- This occurs the most in holiday seasons as there is late deliveries, delivering wrong items, high delivery costs, and compensation to unhappy customers.
- Taking order is the easy part, and delivering is the hard part. B2B is less complicated with fewer, but larger transactions.
Online Advertising (getting the word out to prospective customers)
- As direct advertising can be annoying, internet advertising makes it media-rich, dynamic and interactive. It improves traditional advertising in number of ways:
1) it can be updated anytime with low cost (current info)
2) can reach buyers all over the world
3) these ads are cheaper than other sources of ads (radio, TV, newspaper)
But, it is difficult to measure the effectiveness of internet ads.

Advertising methods:
· Banners: these are electronic billboards containing short text or graphical message. They may contain video clips and sound. When clicked, they direct to advertiser’s website. Advantage – they can be customized to the target audience. 
Disadvantage – they have limited info due to their small size, and are sometimes ignored.
· Pop-up: could appear in front or underneath the browser (drawback: popup blockers)
· E-mail: low cost, provides better and quicker response rate. 
Spamming is a problem where there is distribution of ads without permission of receiver. It has gotten over time, and are drawbacks to e-mail services. Two responses to spamming are:
- Permission marketing: asking consumer to give permission for online ads and e-mails. For example, users can subscribe to Air Canada to get e-mails on low fares and discounts.
- Viral Marketing: refers to online “word of mouth” marketing. The idea behind it is to have people forward messages to friends, to “check it out”. This allows companies to build brand awareness at a minimal cost.
- Lastly, for successful online business, web design (website has to look appealing), and web analytics is important tools (collect and analyze data to better understand customers).
6.3 Business to Business (B2B) E-Commerce
- In B2B, buyers and sellers are organizations and it makes up 85% of EC volume.
There are several business models for B2B applications:
· Sell-side marketplaces: in this mode, organizations attempt to sell their products or services to other organizations electronically from their own private e-marketplace website and/or from a third party website. It is similar to B2C model in which buyer is expected to come to seller’s site and purchase (forward auction)
- it allows customization for each large buyer
- seller uses to increase sales, reduce selling, and advertising expenditures, increase delivery speed and reduce administrative costs.
· Buy-side marketplaces: model in which organizations attempt to buy needed products or services from other organizations electronically (reverse auction)
- the goal is to reduce both the costs of items purchased and the administrative expenses involved in purchasing them. EC can shorten purchasing cycle time.
- Purchasing by electronic support is referred to as e-procurement (uses reverse auctions, in group purchasing). In group purchasing, multiple buyers combine their orders so that they constitute a large volume and therefore attract more seller attention.
· Electronic Exchanges: Private exchange has one buyer and many sellers, and public exchange has many sellers and many buyers. B2B public exchanges are often the initial point for contacts between business partners. Some electronic exchanges are for direct material (inputs to the manufacturing process, safety glass for car company), and indirect material (items needed for maintenance, repairs and operations - MRO, ex. office supplies). There are 3 basic types of public exchanges:
1) Vertical exchanges: connect buyers and sellers in a given industry
2) Horizontal exchanges: connect buyers and sellers across many industries and used mainly for MRO materials.
3) Functional exchanges: services such as temporary help or extra office space are traded on an “as needed” basis.

lectronic Payments
Electronic payment systems: enable you to pay for goods and services electronically, rather than the traditional method such as writing a cheque or using cash.
- Traditional systems are not effective for EC, especially B2B
- not everyone accepts or has credit cards or cheques
- not fully secure to use telephone or mail to arrange payment especially for long distance
For all these reasons, we use:
· Electronic cheques: similar to regular cheques and mostly used in B2B. Customer needs a chequeing account, and use e-cheques by e-mailing it to buyer which can be cashed out.
· Electronic credit and debit cards: allow customers to charge online payment to their credit card account (buying a product from Amazon.com using credit cards) – B2C
· Purchasing Cards: B2B equivalent of electronic credit cards
· Electronic cash (4 types):
- Stored value money cards: store fixed amount of prepaid money on a card (library card)
- Smart Cards: contain a chip with info, can be used as a credit/debit card or a stored value money card. Advanced smart cards can help customers transfer funds, pay bills, and purchase items from vending machines/TV (ex. VISA Cash Card – gas stations)
- Person to person payments: form of cash that enables two individuals or an individual and a business to transfer funds without using a credit card (paying over the internet)
- Digital Wallets (e-wallets): software mechanisms that provide security measures, combined with convenience, to EC purchasing (ex. Credit card info saves in website).

6.5 Ethical and legal issues in E-business 
Ethical Issues (privacy and job loss)
- personal information is with sellers
- jobs such as brokers and agents (intermediaries) are being replaced with the use of the web
Legal Issues (for e-commerce)
- As buyers and sellers don’t know each other, there could be dishonest people (fraud/crimes)
4 legal issues are:
1) Fraud on the internet (stock promoters falsify positive rumours of the company)
2) Domain names: competition over domain names (companies website address). Cybersquatting is using already used domain names to profit.
3) Taxes and other fees: provinces have different taxes, so people argue for cheaper
4) Copyright: copying material from websites without permission is a violation of this law



