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1.0 LEARNING OBJECTIVES

After remding this chapier shudents anll Be able fo: § )
*  Know the nature and concept of e<ommerce
#  Discuss the origin, need and factors of ecommerce
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*  Learn to analyze the resources and drivers of e-commerce
* Differentiate between ecommence and e-business
¢ ldentify the advantages, disadvantages and lmitations of e-commence
¢  Understand the reasons for transacting e-commerce on-line
* Discuss Internet as an electronic commerce enabler
Understand the electronic commerce business models

L1 INTRODUCTION

Tum,mmnmmhm;nmdm:iﬂmﬂﬂwwm
mwtﬁm.llhmh@dmdwbﬁwmwumuwﬁmm
retailing, and it claims a significant share in this text also,

The reason behind this lies in the fact that e<ommerce technology is different and more
pmuﬁdihnnmynfﬂuaﬂurmdunbgmwnhummﬂwpﬂlmm.muﬂmm
mhdmmmmlﬁmm:hhmm.hwwhmmmm
wﬂltupellrzlltmmmyhmymynhhmmdmﬁahﬂwrhedumm:imd
Internet-habituated consumers, and Hmkuumﬁnn&mmmmmmﬁalfwe-uﬂm
mmwh'-m,hthd\u:fm:upduﬂmhﬂhhphmnpﬁﬂy.

EmuhumuluﬂmwhkhhucbmpdﬂwwayinuH:hhﬁrmbuymduﬂ
products and services. It is associaled with buying and selling of information. products and
services over computer communication networks. In fact, it has transformed the way in which
the organisations operate. Emmmmﬁﬂﬂmmw
Data Interchange (EDI), Electronic Mail. Electronic Bulletin Boards (EBB), Electronic Fund Transfer
(EFT), and other network-based technologies. It not only automates manual processes and paper
mm-&ﬁpmﬁﬁmhmmhnﬁmyMcmWrﬂw
the way they operate.

What is E-Commerce

Thmmtmu‘hduﬁudnhﬁlmﬁmmmmmmﬂmdmd
value between two entities,

T

Intermel), Phone based

Besmess Focued Commmr Facaed

Fig. 1. Types of Commerce
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This definition is straight forward and easy 1o understand. I "e* for “electranic® |s added Notes
to- this definition, the definition of e<ommence could be derived as, “trading of goods, services,
information, or anything else of value between two entities over the Internet.” The various types
of commerce have been defined below in the Fig 1

Traditionally, business has been conducted in physical buildings, now often it is referred
to as brick-and-mortar market places. When the market place is electronic, business transactions
occur across a ilecommunications network where buyers, sellers snd others involved in business
transactions such os emplovees that process transactions-rarely see or know each other and may
be physically located anywhere in the world. This process of buying and selling of products
and services across a telecommunication network s often called eloctronic comimerce) and the
siectronic marketplace is sometimes called e-marketplace.

In other words, E<commerce refers to any form of business transaction in which the
buyers and sellers interact electronically using telecommunication networks rather than through
physical contact or exchange. It ks & new way of conducting, managing. and executing busines
transactions using computer and telecommunication networks. It requires the integration of
Net with telecommunications, audio/video technologies, computing hardware and software,
and business models. It could mwan selling in cyberspace, electronic shopping, electronic data
interchange. and even home banking.

1.2 NEED OF ELECTRONIC COMMERCE

Electronic commerce, commonly known a8 ecommerce, is the buving and selling of product
or service over electronic systems such as the Internet and other computer networks. Elesctronic
commerce draws on such technologies as electronic funds transfer. supply chain management.
Internet marketing, online transaction processing, Electronic Data Interchange (EDI), inventory
management systems, and automated data collection systems.

The need for e<ommerce emerged from the felt need o make better use of 1T esources
in order to improve customer interaction, business processes. F<ommerce and e-business are
not solely the Internet, websites or dot com companies. It is about a new business concept that
incorporates all previous business management and economic concepis

As such, e-business and ecommerce impact on many areas of bustness and disciplines of

1. Marketing

Issues of online advertising, marketing strategies. consumer's behavior and cultures. One of the
areas in which it impacts particularly is direct marketing. In the past this was mainly door-to-
door, home parties and mail order using catalogues or leaflets

This moved to telemarketing and TV selling with the advances In telephone and television
technology and finally developed into e-marketing spawning .¢-CRM data mining and the like
by creating new channels for direct sales and promotion,

2. Computer Sciences

Development of different network and computing technologles and languages to support

Sell-instructional Materiol 183
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ecommierce and e-business, for example linking front and back office legacy systems with the
web based technology

3. Finance and Accounting

On-line banking. bsus of transaction costs; sccounting and auditing implications where intangible
assets and human capital must be tangibly valued in an increasingly knowledge based economy.

4. Economics

The impact of e<ommerce on local and global economies, understanding the concept of a digital
and knowledge-based economy and how: this fits into ecanomic theory

5. Production and Operations Management:

The impact of ondine processing has led to reduced cvele times It lakes seconds 10 deliver
digitived products and services electronically; similarly the time for processing orders can be
reduced by more than 90 per cent from days o minutes,

Production systets are integrated with finance marketing and other funchional systems as
well as with business partners and customers,

6. Production and Operations Management:

Moving from mass production to demand driven, mass customization customer pull rather than
the manufacturer push of the past. Web based Enterprise Resource Planning systems (ERP) can
also be used to forward orders directly to designess and/or production foor within secorids,
thus cutting production cycle times by up to 50 per cent, especially when manufacturing plants,
engineers and designers are located in different coumiries.

In sub-assemibler companies. where a product is assembled from a number of different
components sourced from 4 number of manufacturers. communication, collaborstion and
coordination are critical ©0 electronic bidding can vield cheaper components and having flexible
and adaptable procurement systems allows fast changes at a minimum cost so inventories can
be mindmized and money saved,

7. Management Information Systems

Analysis, design and implementation of E-business systems within an organtzation: issues of
mntegration of frontend and back-end systems,

8. Human Resource Management:

Issues of on-line recruiting, home working and Lintra- pruners’ working on a project by project
basin replacing permanent employees,

9. Business Law and Ethics:

The different legal and ethical issucs that have arisen as a result of a global virtual market
hnmmmpﬂiﬂuhupﬁmydmmmfmmﬁm,mdlepmyu&hmml:mm
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1.3 ORIGIN AND EVOLUTION OF E-COMMERCE

The concept began evolving during the late 1970s and early 1980s, when companies started
using electronic messaging technologies electronic data interchange (EDI) and electronic mail by
business interactions.

Later, electronic messaging was also used tn streamline business processes by reducing
paperwork and increasing automation. Business exchanges traditionally conducted with the paper,
such ax cheques, purchase arders, and shipping documents, being conducied electronically. Use
ol elecitonic data inferchange to send/receive business documents (such as purchase ordere) in
 standardized electronic form to/from thetr supplicrs started gaining popularity, combined with
jusit-in-time (JIT) manufactuning, EDI suppliers to deliver raw materials and components directly
to shop fioor, resulting in saving in imventory, warehousing, and handling costs. Electronic mail
does much the same for unstructured organizational boundaries,

Electronie funds transfer (EFT) belween banks over secure: private network system like
SWIFT changed financial markits. A number of EFT variants are available today, induding the
debit card. By the beginning of 19904, eloctronic messaging technologles became an integral part
of werk flow on collaborative computing. The collaborative computing {also ealled Group Ware)
focused primarily on taking existing non-electronic methods and grafting them onto an electronic
platform for improved business process efficiency,

Mid 1980 witnessed the emergence of a completely different type of commuerce technology
of on-line services that provided a new form of social interaction such as newsgroups: Virtual
communities started emerging, each focusing on different subject for interaction, with the declining
cost of Internet access, global interactions became more frequent,

Perhaps, the most significant boost to e-<commerce came from the advent of the World
Wide Web in the 19%0s This was an easy-to-use environment for information publishing and
dissemination. The use of World Wide Web for publishing business information has changed
the entire concepl of Intermnet. Now cyber space ls percelved as a markel place, thanks o World
Wide Web [WWW). Thus, evolution of e-commerce along with innovation of 1T has been divided
into various phases which are termed as:

* Electronic Data Processing (EDP) era |n 19551974
* Management Information System (MI1S) era in 1975194
*  [Internet and E-business era in 19952020 and more.

The Web has made e-commerce an economical method of dolng business and enabled more
divirse buniness activities ondine. Winston states "to put the state of Internet in penipective, one
can say that the curment state of Internet in many ways is like the wild west of the nineteenth
century lawless, untamed, uncivilized but full of potential®.

Defining E-Commerce
Electronic Commuerce (EC) can be defined i several ways
»  Ecommerce means the ability to conduct business electrondcally, or over the Internet.

* Ecommerce means managing business tramsactions using networking and electronic
means.

Seif-instructional Material |1 S
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*  E<ommerce is a platform for selling products and services via Internet.

- E{mm&ﬁmﬂymd]ﬁxmdmmmwﬂ:;m
organizations and individuals, that are based upon the clectronic processing and
transmisston of data, including test, sound. and visual images.

it also refers to the effects that the electronic exchange of commercial information may

have on the institutions and processes that support and govern commercial activities These
n'hdeuymmmhmndﬂumuuﬁnmuﬂmmh.hgﬂmw
frameworks, fnancial staternent agroements and taxation, among many others,

E-commerce deals with

v
Online buying/selling of

] l 1

PRODUCT SERVICES ADVERTISING SPACE
y
* Shopping & Investing ¢ Authentication
*  Entertainment * Search
* E-books * Logistics
* Gaming * Payment

Fig 1 Dwfining E-Commence
E-commerce i part of an evolving approach to business that could eventually involve the
application of information and communication technologies to the product and distribution of
poads and services on a global scale,

Some elrments of E-commiérce are 'non-transactional-geared to the provision of Introduction
to Ecommerce 15 information about products and services, the delivery of information based
(intangible) products lo customers and the support of supply chains The complete process,
however, is transactional-geared directly to processes of trade in goods and services.

Electranic commerce encompasses a broad range of activities. It includes electronic trading
of physical goods and services and of electronic material. The ambit of e<ommerce inchudes
ndvmﬂngmdprmuumdgmdniMaaumﬁdhﬁmmmmhﬂmhmm
Mnhmwmmmd“ﬁ%mmﬁlq&-%hadaﬂmmm
mdﬂmmwmumm@j{mmawmh
way in which companies do business.

14 FACTORS AFFECTINNG ELECTRONIC COMMERCE

There are many external environmental factors that can affect e-business. It is common for
managers to assess each of these factors closely, The aim is always to take better decisions for
the firm's progress. Some commen factors are political, economic. social  and technological
(known as PEST analysis)



Introduction 1o Electronic Commerce
1. Political Factors Notes

It inchudes the role of government legislation, inftiatives and funding to support the use and
development of e-commerce and information technology. Several aspects of government policy
can affect e-commerce business. All forms must follow the law, Managers muost find how upeoming
legiskations can aftect thair activities. The government’s role in developing countries is an important
one as it facilitates the essential requirements for the development of E-commeroe such o
providi ng robust secure on-line payment optlons, ensuring a solid ICT infrastructure, providing
educational programs and bullding up awareness using  different means such as media and
education institutions.

2 Economic Factors

It includes the general wealth and commercial health of the nation and the elements that
contribute to il Feonomic efficlency mesults in the reduction of communications costs, low cost
technological infrastructure, speedier and more evonomic electronic tramactions with suppliers.
lower global in formation sharing and advertising costs, and cheaper customer service
alternatives.  Economic integration is eittier external or internal

External integration refers 1o the electronic networking of corporations, suppliers, customens !
clients, and independent contractors Into one community communicating i a virtual enviromment
(with the Internet as medium). Internal integration, on the other hand, is the networking of
the various departments with in a corporation, and of busines operations and processes. This
allows critical business information to be stored in a digital form that can be retrieved instantly
and transmitted clectronically. Internal indegration s beit exvemplified by corporale intranets
Among the companies with efficient corporate intranets are Procter and Gamble, [BM.
Nestle and Intel,

3. Social Factors

An understated factor that has promoted the use of e<ommerce is the migration of people living
in Tural areas to urban settlements. Throughout the world, people are migrating to urban cities
in order to get better education, health, jobs and business opportunities. They work relentlessly
in order 1o have better earning and meet ends. Such people try to give much of their time 10
work and there are, thus, left with very little time to spend on shopping. In an attempt to save
their time. they resort 1o online shops and place orders ranging from common grocery ltems to
home appliances, Many firms are offering their product by keeping in view the specific needs
of such customers.

The development of ICTs has made matters simpler and people can save their time by
shopping from online stores. Moss in has predicted before time that good infrastructure of ICT
in cities will helps their resadents in doing online shopping. Firms also use this infrastracture
to their advantage. On the other hand. people and SMEs working in the cities enjoy access to
indernet and better roads facilities.

On the contrary, rural areas of countries are usually less developed due to lack of good
roads and telecommunication infrastructure] and they have less acoess to computers and internet.
This halts the growth of entrepreneur SMES in rural areas. Due to urbanization, industries usually
form clusters in urban areas and cities They are concentrated in a particular area to obtained

Seff-instructional Material 11 7
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pevlogical benefits from it or proximity to buyers and suppliers. These clusters are important fur
econoinic activities in a particular region as buvers take advantage of low transportation cost for
being closer to firms. Therefore, urbanization is an ursung factor increasing the use of exommerce.

Economic Factors

Many studios have concluded that e-commerce is particularly less popular in developing countric:
People in developed comntries are more inclined to shop through online means. A major region i
the ecomvomic progress and higher per capita income. According 1o Information Economy Report
2015, the top 10 countries with highest B2C revenue are those who enjoy higher GOP and GN!
In the same report. it is highlighted that largest internet retail companies in US, Burope, Ass
and Latin America for 2012-13 are based in US, UK. Germany, China, Brazil and France. This
shows that an active evonomy will provide more business opportunities to its nabonals. Aleo,
economic and financial factors decide whether venture capitalists have enough resources o start
online business;

Contrary to this, poor economy and lack of financial resources in developing countries have
adversely affectod spread of eonmunerce. Lack of ability 1o generate constant streams of funds
From their own resoarces or wiackholder is a big reason in fallure of e-business firms. Furthesmore,
there exists a substantial difference in the business models for e<ommerce between developing
and developed countries. All these factors lead us o assume that level of income in a country
will ¢nicourage fis buyers and firme o venture into online asiness,

The economic efficiencies offered by ecommerce have been one of the primary driving
forces in its growth. These economic efficencies include:

(a} Low mfrastructure cost,

{b) Riduced transactions cost, and

fc) Low cost of sharing information, advertising, and business interactions.

The economics may be internal as well as external. Application of ecommerce for integrating
mlvrnal business processes has the potential of growing internal econamiss. The external econormibes
may flow from networking information system of suppliers. customers and other business ussociates
in order to facilitate business interactions and promote cooperation.

Technological Factors

The canvergence of Information Technology and Communication technology has opened a new
mnge of opportunities i the development and delivery of new products and sorvices, Multimedia
technologies and quicker transmission of information in different forms and formats without ary
loss of quality has ope.d new avenues for improving both the content and delivery of goods
and services

These technological drvelopments have transformied the business scenarlo, pasticulasly, in
industries such as communication. pablishing, entertainment, elc., bringing them closer o each
other and converging them u. « [un in which their separate identities are difficult to recognize,
It may be polnted out that these are not only the industries that have been influenced, Almos:
all the industries have experienced the change, though in some industries the change is not
profound as in others.
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The Technological factors included infrastructure of [CT, Mobile Phome and Virtual Social | Notes
Networlk. Dats of Infrastructure of 17 and Use of Vidual Social Network was obtained from
Global Information Technology Report for Year 2014, This report s publishod by World Economic
Foram, and # ranks countries on the basts of Network Readiness Index which s an aggregated
score of four sub-indices,

For Infrastructure of KT, Readiness sub-indes was used. This sub-lndex &5 based on theee
pillars which are infrastrschan, affondability and skills. Similarly, use of Virtual Social Network
under the pillar of individual usage of ICT was used as a measure of social media usage. The
measure of mobile phone usage was adopted from. the Mobile cellular subscriptions (per 100
people). Data of this variable was obtained from World Bank site.

Marketing and Customer Interaction Factor

E<omneerce infrastrocture can also be used to provide marketing channels, to cater to niche markets
and to improve post sales customer service by coeating new channels of customer interaction
in greater detail. The increasing competition is making it imperative o employ techaologies for
low cost customer prospocting, ectiblishing and maintaining closer relationship with customer
and improved brand loyalty. Thus, need for low cost methods of customers interaction i« an
important factor fuelling growth of ecommerce,

15 FEATURES OF ELECTRONICS COMMERCE

E-commerce i characterized by a wide range of buasiness operations and mansactions, including |

1. Ubiquity

E-commerce 15 widesprend, that ks it is avaulable everywhene always. It sets free market from
being restricted to a plivsical spoace and makes it possible 1o dbop from computer (such as deskiop,
laptop). The result is called a market space.

For consumiers, ubiquity culs transaction costs for ixploring produicts ina markel, Consumens
can acquire any Information whenever and wherever ey 'wanl, regandless of their location. It is
no knger nicessary that buyer spend time and money for traveling o a marked. In all, it saves
the cognitive energy reedid to transect in & market space.

2. Global Reach

E-«commerce technologies enable a business to easily neach across geographic boundaries around
the earth far more conveniently and effectively as compared 1o traditonal commerce. Globally,
compankes are acquiring greater profits and business results by expanding their business with
e-commerce solutions. As a result, the potential markel size for ecommerce merchants is
approvimately equal to size of online population,

3. Universal Standards

Universal Standards are standards shared by all the nations around world. These are tochnical
standards of Internet for conducting e-<commerce. It gives all the ability to connect at the same

Self-Instructionol Material §§9



Notes Tevel” and it provides network externalities that will benefil everyone. Universal technical
standards lower entry costs and minimal search costs.

4. Interactivity

Ecommerce technologies permits two-way communication between customer and sellers which
makes it inferactive. It proves as significant feature of e-commerce technology over the commercial
traditional technologies of the 20th century.

5. Information Density

Information density means total amount and quality of information available over Internet to
all market buyers and seflers. Internet vastly increases information density. Information density
offers better quality information to consumer and merchants. E<ommerce technologies increase
accuracy and timeliness of information. For example, flipkartcom store has variety of products
with prices.

6. Richness

Richness refers to the complexity and content of a message. Richness means all commercial

activity and experience, conducted through a variety of messages. For example, text, pictures,
videos, sound, links, SMS (Short Message Services) ek

7 Pemsonalisation

E-commerce technology offers personalisation. Personalisation means designing marketing messages
according to particular individuals by customising it as per customer personal details like name,
interests, and past purchases record. Products or services can be modified or altered according
to the user's cholce or past buying record.

1.6 E-BUSINESS

E-business can be defined as the use of Internet lechnologies to Internetwork and empower
hﬂmmmmmmﬁmmmmmﬂﬂnam
and with its customers, suppliers and other business stakeholders.

These days businesses are using electronic medium to distribute information and provide
customer support. These activities are not termed as *commeerce” activities but “business” activitios.
Thus, e-business includes ecommerce along with other applications such as:

* Re-engineer internal business processes. :
. lmplmnmt&cmmmuymmwﬂhﬁm‘rnﬂmmuﬂmqplm
¢ TPromote enterprise collabualio: among business teams and work groups.

10 W Self-instructional Material
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1.7 RESOURCES REQUIRED FOR SUCCESSFUL Mﬂmmﬁﬂﬂﬂ
OF E-COMMERCE.

The following resources should be available for success implementation of e-commerce:

(i) A product or service to be purchased [ sold

() A place to sell the product or service, In o-commwrce, a website displays the producl/
service and serves as the place.

{iif} A means of getting people to visit the: Website Le., Hardware, Network mirastructure
and syslem softwarne.

[iv} A mwans of accepting orders-normally an on-line form of some sort.

(¥} A way to accept money-normally a merchant account handling eredit card payments.
This plece requines a secure ordering page and & connection to s bank. Alternatively the
company may use more traditional billing techniques, either on-line or through thee mail,

(vi) A fulfillment capacity to deliver products to customess, In the case of software and
information, however, fulfiliment can occur over the Web through a download mechanism.

(vil} A wiy o accept returns

(vilijA way o handle warranty claims, if requined.

(ix} A way to provide customer service often through email, on-line form, ctc.

MNotes

1.8 ADVANTAGES OF E-COMMERCE

Internet is a large system of Interconnected computer networks that spans the globe. The benefits

of comducting buasiness o the Internet are sdmmarioed brlow:

1. Facilitates the globalisation of business: E-commerce facilitates the globalisation of
business by providing some economical access to distant markets and by supporting
new opportunities for firms to increase economies of scale and scope by distributing
their production and distribution assets miermationally. All the advantages of e-com-
merce for business entities can be summarized in one Statement: ecommeroe can in-
crease sales and decrease cost. Advertising done well on the Web can get éven a small
firm's promotional message 1o potential custome s in every country in the World,
E-<commerce can be used to reach narrow market segments that ane widely seattered
geographically. An e-business can receive onders from just about any country in the
world, World Wide Web (www) is an ideal mechanism for proyiding relevant infor-
mation to the public globally
It allows the orgamizations an opportunity publicizing their products and services at
minimal cost. By information on routinely asked questions on the home for putting:
pages, organisations can substantially reduce cosis by reducing the number of cus-
tomer service representatives. Also customers can place orders through the Internet
once security issues are worked out. The www holds the potential to increase the
market share and helps in expanding into new markets by virtue of its global reach.
Moteover, easy access to information through the Internet gives the opportunity 1o
compare the costs and characteristics of products and services.

2 Provides increased purchasing opportunities for the buyer: Just a5 e<commerce in-

creases sales opportunities for the seller, it increases purchasing opportunities for the
buver. Businesses can use e-commerce in their purchasing processes to identify new

Seif-instructional Material  Ji 11
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10.

suppliers. Negotiating price and delivery terms is easier in ecommerce. because the
Web can provide competitive bid information very efficiently. E-commerce increases
the speed and accuracy with which businesses can exchange information, which re-
duces costs on both sides of the transactions,

Moreover, exommerce provides buyers with a wider range of cholces than tradition-
al ecommerce, because they can consider many different products and services from
a wider variety of sellers. This wide variety is available to evaluate 24 hours a day,
every day, Some products can even be delivered via the Internet, which reduoces the
time buyers must wait to begin enjoving their purchases.

Lower staffing costs: As in ecommerce the selling and tendering process is on-line,
the amount of interaction with staff is minimized. A well-designed e-commerce site
allows the issues to resolve without the need for intervention by staff.

Reduced response times: In traditional commerce, sales and tenders often take o long
time from the “just looking” to the buying stage. In e<commerce, the interaction with
the system takes place in almost real time and therefore. allows the customer or bidder
to respond more quickly and reduces the lag time between discussion and purchase.
Low-cost advertising medium: Companies may use Internet o

{a) Advertise and create awanmess for their products.

(b) Promote and offer special deals that generate demand for their products.

{c) Provide detailed information about their products.

(1) Inform and influence the customer's chodee,

(¢) Build brand loyalty by offering immediate and convenient service after the sale.

Low barriers to entry: Home pages give equal footing to small organizations with
large international firms. Small and large firms have alike opportunity to be on WWW
and conduct business on the Internet.

Perceived image enhancer: Mere presence on WWW enhances the image of the or-
ganization and they are perceived as laggards in employing state-of-the-art technolo-
gles.

Market-based expansion: An e<ommerce can open its critical information systems to
entirely new group of users, which may include employees, customers, suppliers, and
business partners, who did not have timely access to them.

Increased profits: With e-comimerce, companies reach more and different customers
and gain exposure in new markets not covered by existing physical channels. Since
the Internet is both a sales and a distribution channel, companies can sometimes influ-
ence their existing customer relationship to offer new products and services

Increased customer service and loyalty: E-<commerce enables a company to be open
for business whenever a costomer needs it. This results in increased customer service

and loyalty.
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1.2 LIMITATIONS OF E-COMMERCE

The drawbacks of eonducting businiss on the Internet are summarized below:

L Security: When an organization uses the Intemnet to engage in e-commerce, it expos-
es Itself to security risk. A security threat Is defined as "a cicumstance, condition or
event with the potential to cause economic hardship to data, dendal of service and /
or fraud, waste and abuse * These secunity risks can be grouped into three general
calegories:

*  Client/ server rsks

* Data transfer and transaction risk and Virus risk.

While conducting business on the Internet, there Is always a security risk of the possi-
bility of the organization's data or their customers' data being intercepted by an eaves
dropper as the data raverses Internet chanmels.

2 High start-up costs: The various components of costs involved with e<ommernce are -
{a) Connection: Connection costs to the Internet (Le., direct link or connection provider).

(b) Hardware /software: This includes cost of sophisticated computer, modem. rout-
ey, elc.

() Set up: This includes employes work hours involved in the processes of setting up
the systems,

id) Maintenance: This includes costs involved in training of emplovees and mainte-
nance of Web-pages.

3. Legal issues: Legal issucs are significant impediment to conducting business on the
Inlernet. It i almost uncertain to ascertain the legal Bssues that will start to pop up as
business on Internet progresses Legal issues may also arise if customer-sensitive data
fall into the hands of strangers. Though encryption is one viable alternative, however,
it is also fraught with legal issues, too. Firstly, encryption is considered as a govern-
ment contraband and secomdly, encrypled data the are’not allowed to cross national
boundaries.

4 Training and maintenance: Organisations require trained qualified staff to initiate,
update and maintain the Internet facilities and Web pages. Some of the issues involved

* with training and maintenance can be handled by out sourcing certain functions and
services, This would alleviale the need for the organizations to have adequate Internet
server configuration backup and 24 hour support environment.

5 Lack of skilled personnel: Another drawback of the Internet for ecommerce s the
difficulty in finding skilled WWW developers. content providers and knowledgeable
professionals to manage and maintain customer on-line, Moreover, the turnover of
skilled personnel is very high. Therefore, the issue of finding and retaining personnel
is very critical,

6. Uncertainty and lack of information: Most of the companies see the Internet as a
marketing tool and & « media for advertisement. For a company which has never
used any electronic means of communication with its customers, the Internet is an un-
known mode  Measures of how effective it is as the conduct of commerce are under-
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Notes mined and sometimes uncertain. The possibility to reach the company’s target market
through the Internet is unknown

7.  Loss of contact with customers: As a result of the impersonal nature of the Internet,
the shopping experience can be one where the customer does not feel they have re-
celved sufficient personal attention.

8. Some business processes may never lend themselves to e-commerce: Many items
such as perishable food and high-cost items such as jewellery and antiques may be
impossible to adequately inspect from a remote location, regardless of technologies
that are devised in the future.

9. Cultural and legal impediments to e-commerce: Some customers are still somewhat
fearful of sending their credit card numbers over the Intermet. Moreover, many cus-
tomers are simply resistant to change and are uncomfortable viewing merchandise on
a computer screen rather than in person. The legal environment in which e<commernce
is conducted is full of unclear and conflicting laws.

10, Costs and benefits of e<commerce are hard to identify: Businesses often calculate
the return on investment numbers before committing to any new technology. This
has been difficult to do for investments in e<commaerce, bocause the costs and benefits
have been hard to identify. Costs, which are a function of technology, can change con-
siderably during even short-lived e<ommerce implementation projects, because the
underlying technologies are changing so rapidly.

11. Political structures of the world have not kept up with internel technology: Doing
business internationally presents a number of challenges such as currency conver-
sions, tariffs, import and export restrictions, local business customs, and the laws of
each country in which the trading partner resides can each make international e-com.
merce difficult.

1.10 THE MYTHS OF E-COMMERCE

The overall growth ol e-business has been dramatic and will continue to be fusled by business-
to-business activity, E-business offers the opportunity for business to establish new competitive
standards by expanding distribution channels, integrating external and internal processes, and
wifering a cost-effective method of providing products and services. The Internet provides on-line
businesses with the ability 1o reach a global audience and to operate with & minimal infrastrocture,
reducing overhend, and economies providing greater of scale, while providing customens and
businesses with a broad selection, incréased pricing power, and unparalleled commerce. There ks
still a lot of confusion regarding what e-commerce can do and what it cannot do. The following
are somi of the myths which need (o addressed,

1. Anything can be sold successfully on the internet: Generally, there is a feeling that
anything and everything can be sold on the Internet but this is not true. The customers
may not feel comfortable in buying certain products-such as clothing, and jewellery,
etc-without touching, feeling, or otherwise oxperiencing them. Bulky products like
furniture have relatively high transportation costs and this may increase its price sub-
stantially. This high transportation cost may also make the sales returns as non-fea-
sible. Moreover, there are many services which require face-to-face interaction: e g,
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_ health care and education. Though theoretically these services can be and are being Notes
sold on Internet. but Internet cannot make face-to-face interaction productive for a
large section of the population,

E-businesses are very profitable: It is very difficult to recall a smgle e-business that
has actually made a profit (yet!). Even the longest established, such as Amazon.com
have not made any profit, although many e-businesses have grabbed a large share of
their particular markets. The reason for this is that they are so capital intensive-they
require a great deal of financial mvestment (not just up front but continuing invest-
mentl, and take many years to set up a reliable customer base which is large enough
0 emsure expansion.

Any individual can set up an e-business from hisher home and take on the large
companies on equal footing: This may have been true in the initial days of the World
Wide Web, but the large companies quickly caught on to the fact that the Internet was
good for business; rapidly moved in and took over. But nowadays, to be a successful
Internet company, one needs to have a fundamentally original idea. Though in theo-
ry, size is not important for on-line forms. But in practice, size continues to be critical
to on-line firms, Customers prefer (o buy from large sized firms. Size does matters.
Size, in most cases, means brand power, trust, and consumer confidence. But the In-
ternet has not changed the way 1o eamn creditability. Creditability can only be eamed
through sctual performance. Internet has provided the same platform to both small
and big businesses for exchanging Information only.

Setting up a web site is easy: This is both true and false. An e-business can always
be set up which should run without any human intervention. But actually all systems
develop teething troubles. Internet server required to host the site may breakdown
and this would need repairing, Generally, an on-line business needs a team of main-
tenance people to keep it up and running. An e-business may prompt others to set up
a similar business, which may be better than the original e-business. Customers find
it 30 easy to move their custom from one e-business to another. One has to keep alert
all the time to ensure that his/her business ic better than anyone else on the market,
Putting up a Web site may be easy but to make it effective. scalable, and sucressful
may nob be that easy. Building a Web infrastructure can be a serfous matter. Higher
costs arc accumulated in follow-up investments including :

Redesign

Additional hardware support

Expanded warehouse needs

Integrated mventory conirol

Increased customer call crnter capacity,

E-commerce is cheap as compared to purchase of a mainframe or with a full blown
enterprise resource planning implementation: Hut for a number of reasons, a full
scale on-line commerce effort is nevier a low-cost proposition. Business-oriented com-
merce server software, such as micresoft site server commerce edition, may start as
low as Rs 5000, But coinpanies spend an average of Rs. 750,000 jusi for the hase line
technology, according to Gartner Group survey of 100 commerce sites. Then there are
marketing costs and other non-IT infrastructure investments
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Everyone is doing it: This is true and just about every company has a Web site. But
brochure ware is not commerce. With a few notable exceptions, most old-line man-
ufactures have yet to move into E-commerce-and may not for a quite a while as they
may need the retirement of an entire generation of purchasing and sales staff mem-
bers. E-commerce is not an overnight thing. There are some massive penetration barri-
ers that will not fall for decades. Many companies may not find e-commerce as strate-
pic-Web site can become the foundation for a successful e-business only if it s created
with target audience in mind.

Internet gives small companies instant access to global markets: Access to global
markets is different from leveraging global markets, Large companies have a huge
advantage in overseas markets if they leverage their brands on-line. Internet provides
# low barrier to doing e-commerce, but a very high barrier to becoming one of the
hdh'@chimﬂehlhunﬂuhmmmmm&i&hrgumppﬁus
and customers. So e-<commerce is actually causing some companies to reduce their
ﬂmnbuuhuppﬂmmdhuyhumﬂmtnmﬂpuhdmpmiulnunkrmgﬂﬁm
discounts and better services.

E-commerce removes middlemen: They provide an instant global sales channel to
all producers of goods and services. In theory, Web provides a way to producers to
sell directly to consumers without utilizing the services of distributors, resellers, and
other middiemen. Bul because of the actions of producers, distributors and the rise of
many new intermediaries on the Web, have given rise to a new class of intermediaries.
E<ommerce players are using the Web to enhance their existing distribution chan-
nels, not circumvent them. Successful e-<commerce players make most of their sales to
resellers and not to customers.

E-commerce does not need mass marketing;: But mass marketing is also a necessity
for e-commerce players. Customization and personalization may be fine for customer
retention but not s good for customer acquisition. Customer acquisition still requines
mass marketing.

You can always find the best price on-line: Smart buyers now that the best prices are
in stores, They cruise on-line to find out what things cost and they use this informa-
tion to bargain the price with the local retailers.

Internet is a revolutionary advertising forum: There are ore exciting ad media than
those three inches sirips that blink at while individuals search for prices of things.
Web advertising has not replaced all other forms of advertising.

Making money on the web is easy; It takes time and investment up front. A study
group indicated that Web retailers invested 65% of their revenues in marketing and
advertising, compared to their off-line counterparts, who invested just 4% .

Privacy is not an important issue on the web: Many sites offer visitors "frechiss” in
exchange for information. Privacy issues are a highly debatable Web topic. Businesses
Hmeuﬂlpﬂvﬁyluhﬂmtm&ermuplﬂdnshmﬂmelhq
intend to use the information they collect.
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14. The most important part of any ecommerce effort is The entrepreneurs who tech- Notes
nology: The entrepreneurs who are proving to be the most successful in ecommerce
are those who know how their industries work inside and out' and then build an
e-commerce site around that knowledge.

15, On the web, customer service is not as impaortant as il is in a traditional retai] store:
Sites that are slow to load. difficult to navigale, or confusing to custamers will not be
revisited. Commeon Web site complaints are:

®  Not taking credit cards

e Not looking professional

*  Having no posted return policy

*  Not having an easy o find and use checkout.

16. E<commerce will cause brick-and-mortar retail stores to disappear: Some products
simply lend themselves better to typical storefront formats. To remain competitive, a
company should offer both deliveries by mail or pickup from a store location.

1.11 KEY SUCCESS FACTORS IN E-COMMERCE

Several factors have a role in the success of any ecommerce venture. They may include:

1. Providing value to customens: This can be achieved by offering a product or prod-
uct-line that attracts potential customers at a competitive price, as in non-electronic
COTITRETOE

2 Providing service and performance: These goals may be achieved by offering a re-
sponsive, user-friendly purchasing experience.

3. Providing an attractive website: The tasteful use of colour, graphics, animation, pho-
tographs, fonts, and white-space percentage may aid sucoess in this respect.

4. Providing an incentive for customers to buy and to return: Sales promotions fo this
end can involve coupons, special offers, and discounts. Cross-linked Websites and
advertising affiliate programs can also help,

5. Providing personal attention: Personalized Web sites, purchase suggestions, and per-
sonalized special offers may go some of the way to substituting for the face-to-face
human interactions found at a traditional point of sale.

6. Providing a sense of community: Chat room, discussion boards, soliciting customers
input, loyalty schemes, and affinity programs can help in this respect.

7.  Providing reliability and security: Parallel servers, hardware redundancy, latl-safe
technology, information encryption, and firewalls can enhance this requirement.

8. Owning the customer’s total experience: E-tailers foster this by treating any contacts
with a customer as part of a iotal experience, an experience thus becomes synony-
mous with the brand.

9.  Steamlining business processes: The various processes involved in a business can be
steamlined possibly through re-engineering and information technologies.
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Letting customers help themselves: Provision of 2 self-serve site, easy to use without
assistance, can help in this respect.
Htlﬁngmduﬁnh}obm&uﬂunmmmmm?mmugh
ample comparative information and good search facilities Provision of component
information and safety-and -health comments may assist e-tailers to define the cus-
tomers’ job,

Constructing a commercially sound business model: This is the most important fac-
tor leading lo the success of any ecommerce venture. Many of the dotcoms have
gone bust because they did not give due importance to this aspect.

Engineering an electronic value chain: An electronic value chain is one that focuses
on “limited” number of core competencies the opposite of one - stop shop, (Electronic
stores can either appear specialist or generalist if properly programmed).

Accepting technology changes: Operating on or near the cutting edge of technology
and staying there as technology changes. (But the fundamentals of commerce remain
indifferent to technology).

Continual updation: Setting up an organisation of sufficlent alterness and agility to
respond quickly to any changes in the economic, soclal, and physical environment.

1.12 PROBLEMS OF E-COMMERCE

L
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include the following

Failure to understand customers: [t is very difficult for ecommerce goods and service
provider to understand the customers behaviour in terms of when they buy and how
they buy. Even a product with a sound value proposition can fail if producers and
retailers do not understand customer habits, expectations, and motivations, E-com-
merce could potentially mitigate this potential problem with proactive and focused
marketing research, just as traditional retailers may do.

Failure to consider the competitive situation: Many e-tailers may have the capabil-
ity to construct a viable business model, but lack the will 1o compete with reputed
e-tailers such as Amazon.com.

Inability to predict environmental reaction: Environmental reactions include What
will competitors do? Will they introduce competitive brands or competitive Web
sites? Will they supplement their service offerings? Will they try to sabotage a com-
petitor's site? Will price wars break out? What will the government do? into compet-
itors, Research industries and markets mitigate some of these consequences just as in
non-electronic commerce.

Overestimation of resource competence: It is very difficult to estimate the staff, soft-

ware, and processes required to handle the proposed strategy, Many e-tailers have
failed to develop employee and management skills. These issues may call for thor-

ough resource planning and employee training.
Failure to coordinate; In case the existing reporting and control relationships are not
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sufficient. one can move towards a flat, accountable, and flexible organisational struc- |. Notes
ture, which may or may ald coordination.

6 hﬂmmnhutn-mhtmwmmmhuﬂmrm!hhnhuwm|
gamn sufficient corporate resources to accomplish a task. It may help to get top man-
agement involved right from the start of the project.

7. Failure to obtain employee commitment: If the planners do not explain their strabegy
well to employees, or fall to give the whole picture of the project to their employees,
the training and setting up incentives for employess to embrace the strategy may as-
sist

8. Underestimation of time requirements: Setting up an e-commerce venture can take
considerable time and money, and failure to understand the timing and sequencing of
tasks can lead to significant cost overruns: Basic project planning. critical path, critical
chain, or PERT analysis may mitigate such failings. Profitability may have to wait for
thie achievement of markiet share.

9. Failure to follow a plan: Poor follow-through after the initial planning, and suffi-
cient tracking of progress against a plan can result in problems. This problem can be
penalties for negative variances, rewards for positive variances, etc.

1.13 INTERNET AS AN ELECTRONIC COMMERCE ENABLER

E-commeroe enabler is a company that provides end-to-end solution for brands to do e-commerce
customer service management, supply chain management & fulfillment. In a simple way,
ecommerce enabler helps brands (o sucoess their online selling through ecommerce platforms
& other online channels. Start from digital strategy & execution, platform optimization, onder |
processing & fuliifllment. also delivering products through 3PL. pariners are common requined
for an enabler. Enabler engages closely with the marketplace and other eCommerce platforms,
but it is not a marketplace. The global brands like Microsoft, Samsung: Reckitt Benckiser enjoy
the functions of an enabler and marks a distinctive growth in the market of Southeast Asia.

As the world is growing digital, everything ts moving fast with new technologies evolving,
Therefore, depending just on the eCommerce platform for vour business will push you behind
freem others.
around the clock. [L even gets more complex when eCommerce mamages several websites and
marketplace shop-in-shup
Brief History: Growth of Internet
Internet is the most well-known and important component of the Information superhighway
network infrastructure. Internet began around 1965, when US Department of Defence financed
the design of a computer. The forerunner of the Internet, ARPANET in 1970's was used by a
umall number of rescarchers for the US Department of Defence. Therefore, history of Internet
¢an be traced to a military ressarch network where ARPANET was sponsored by the Advanced
Research Project Agency (ARPA). Basically it was based on simple packet switching protocal.
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Notes The arpanet had many objectives, which are still relevant today, these are:
*  The network would follow the growth path and modularity,

* The network would not break down if one or more compubers or cannections in the
network fail

* The network would continue to function i changes occur at hardware or softwire
platforom.

* The network ahould be able to reroute the data and manage traffic awtomatically around
non-functioning parts of the network.

* The network should be able to link not only work station but also networks of computing.

New uses for the Internet

E-mail was born in 1972 when a researcher wrote a program that could send and receive message
over the network. This new imethod of communicating became widely used very quickly. Many of
muemm&@muﬂmmmlmtummnwmmmmh
on these networks. Malling list was also generated, so that any message could be forwarded to
the user who had subscribed 1o the list. In 1979, a group of students and performirs started with
User's News Network kmown as Usenet.

Usenet allows anyone who connects 1o the network to read and post articles on various
subjects. Usenet survives on the Internet today with thousands of different lopics known ac
newsgroups. Between 1979 & 1959 the network applications wene improved. generated and tested
by an increasing number of users

As personal computers explosion in 1980 helped more people to become comfartable with
computers, more affordable and powerful feature helped the people ko build their own networks.

hhlﬂhﬂﬁﬂ;msﬂmﬁﬁmiﬁuﬂhl%lﬂwmm
mhwmmwm-m_mlmmmmmmnum
with a transmission speed of several gigabytes per second.

During 1992-1993, the Information highway propellisd. By this time, the Internet involvement
was greatly in commercialization and privatization, and a step towards removing Government
subsidies to reglonal network and dismantling the barriers imposed by usage policies. The network
extended far beyond the nesearch community and today it supports commercial transactions and
also pwvidumﬁwfmﬁmifmmrhlwninﬂm,

Mhﬂhﬂtmpﬂhdmmm.mthmmuhgmnﬂmdwm,
which motivated the world of network infrastructure, New Technological advancement such
as VLSI, PCa Workstations, LANS robust protocols, routers and user friendly software found
an enormous market place that motivated individual initistive to experiment with networking,

Mﬂummmkmhrnlmnﬂn!dm;ﬁdmpm:nd,lhum
massive bottom up infrastructure sprouted. Winston states “that the current state of Internet is
like the wild west lawless, untamed, uncivilised but full of pobential®

NSFNET backbone beginning in 1995 sparked 2 massive restructuring almed at shaping the
hﬁnﬂhﬁahnnmdmpmduc&nbdhhﬂmmwhﬂumdndmmpdky
mmmmuﬂpmqmunmmmdmﬂrmmwmm
agericies to use Inlernel. The new policies allowed many commercial uses of Internet, To serve
hmm:wMuwﬁuﬂdbﬂnm&rvkwﬁnﬂdn{Eﬂlnﬂwhh&q
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of computing. consumer usage is the most popular application on the Net. ISP is a business that Notes
supplies Internet connectivity services 1o individuals, businesses and other organizations. '

Limits to Growth

At the end of 1990s, Internet use has become global However, the extent of acces varies widely.
Despite its complex problems, the Internet has proven o adapt at evolution, The factors that
eould impede the growth of Inkemet include the possibility of an ultimate traffic jam creating
a requirement to stop and redesign the subesystem of Internet, Undoubtedly tralfic will grow
exponertially as we experience more and more multimedia integration: with conventional traffic
types (Although TP version & is expected to resolve the addressing problem).

Although, US Government has declared the Internet a duty-free zone, but one can anticipate
that the LIS Government and ils state and foreign counterparts will ultimately try to tix traffic
and transactions on the Internet. This may have a jcing effect on the growth of the commencial
applications on the Internet. Moreover, charging on dial-up acoess to the Internet is also considered
to be a positive factor to limit the growth of Internel. It is a common practice for Website to
collect information from clients surfing the Website through the use of cookies. Thus, privacy
continues to be a thomy problem on the Internet as cookies aggravate the problem of protecting
privacy. I5Ps have also not adopted standard privacy policies.

Vent Cert predicted that in 50 years there will be universal connectivity with people and
devices that will use 128 bits of I Version & address spoce. He predicied that users will enjoy
giga bit data rate while traffic will move over o 10-100 Gbps backbones and that the Internet
will enjov 4 bandwidth of 38THz To accommodate growth in traffic. the capacity of the NSF
NET backbone has already increased three times, making the current capacity approximately 540
times larger than the original ane.

Nature and Dynamics of the Internet

Internet was originally developed as a tool for scientists to send and receive messages, This is
the way many of us use the Internet today at negligible cost. From the business perspective
companies are now managing their business with the help of Internet. Moreover e-commerce
evolved due to the rise of the Internet and ity dynamic nature. Nature of Internet possess following
characteristics, these ane
*  User-friendly and commercially popular technology: Today Internet is the faster growing,
* Al time available: Make the information available on-line. anvwhere to anvone. 24 hours
aday, 7 dayi a week.
* Improves efficiency of operation: The sharing and integration of information heips i
decislon making and efficiency of operation for everyone,
» Complex network: Intemet is huge set of networks connected Together, Le. more than
100 separate Internet networks meet b exchange data st the Network Acoess Point (NAF).
* Dynamic in nature: The Internet is changing. New applications and access technologies
keep changing The new version of Intemet s Internet 2 There are many different
organtzations currently working on the next generation of the Internet.
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Notes * Internet covers globe: Internet is accessed by people across the globe.

* Wider application accessibility: The Internet offers access to data, graphics, sound,
soltware and text through a vardety of services and tools for communicaion and data
exchange.

Structure of Internel

The Internet is hierarchical in structure. Al the top there are very large (ISP) Intemet Service
Providers such as VBNL DSL. These national ISPs connect together and exchange data at Network
Aveess Point (NAP)

As you know from history of Internel, in the early 1990, Internet was primarily run by
National Science Foundation (NSF-US). The four main NAP were established by NSF in US
to connect national level ISPs. Since Internet work was growing exponentlally, NSF stopped
funding the Internet. The companies involved in running NAP began charging for connections
the national 1SPs. Therefore presently, many international commercial companies are running
various NAPS in various countries,

In the hierarchy of Internet, local ISP rely en regional 15Ps and regional 15Ps on national
ISP to transmit their messages in other countries (see Fig. 3). The local 1SPs are responsible
for providing connectivity to the individuals. Due to exponential growth of ISPy, another form
of NAP emerged-Metropolitan Area Exchange (MAE). MAEs are responsible to link regional
I5Ps, whose networks are connected in major citles. As they (MAE) act as NAP and work at
metropolitan level. thus they are considered to be smaller version of NAP In order to provide
backup connection, in case one Intermet connection fails, regional and local 1SPs usually have
several connections into national and other regional 1SPs. This way Internet work maintains its
eificiency because they are not dependent on one higher level 1S,

Backbone NSF

High-band width fiber optics

1

NAP

[

MAE

1

Regional 5P

|

University User Level Corporate
Fig. % Basic Internet Architecture
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Business Models: B2C, B2B, C3C
World Wide Web (WWW) Notes

World Wide Web [ WWW refers 1o a software that runs on computers that are connected to the
Insberiel. It allows it user to retrieve the information that it organizes and stores in mulbimedia
form, Webpege s a document on WWW that can include text, pictures. audio and video.

WWW or just Web is most popular method of accessing the Internet services and its
Information located on different servers, it residies on the top of the Internet, Web is an integrator
of Intermet applications with multimedia. Web is popular because of the use of hypertext concept.
In 1990 Tim Bermer Lee a programmer wrote 4 program called a hypertext editor. The principal
Web tools is the browser, a program that uses the HITP to retrieve information (or surfing)
from a Website containing Web pages from bitp servers World-Wide, Hypertext provides a new
wnydmgumdrﬂmﬂnfwwmummﬂwm.wﬁhﬂﬂ:nﬂwmmwmﬂn
information. An effectively designed hypertext facilitates the user to locate the desired information
as fast as possible, as Internet is an ocean of information. This is possible due to series of links
pmmnwmmhmcmm-mmummmmﬂyh
anywhere on the Internet. basically to provide more information about linked jtem. The linked
item i simply clicked with the mouse to make the connection possible. The first page is called
& Home Page which contains a sequence of linked pages. The key concepts in the wuorking of
Web are summarized below:

e Hypertext refers to a fext that is linked together in a complex, non sequential associations

in which user can browse through related topics.

e HTTP (Hyper Text Transfer Protocol): The protocol used to carry nequests from a browser
10 & weeb server and 1o retrieve pages from Web servers back to the requesting browser,

o Universal Resource Locator is a string of characters that points to specific piece of
information anywhere on the Web

* URL consists of (i) Web protocol; (if) the name of the Web server; (i} the directory on the
server and (iv)file within the directory

s  Examphe; hitp// www, mywpagwhﬁamfhmwum

4 3 &
Protocol  Domain Name directory name  File

& Hyper Text Markup Language (HTML): HTML is a tag-based notation language used to
create and format documents that can be interpreted and rendered by an Internet Browser.
1t allows the creator of the Web page to specify how text will be displayed and how to link
to other Web pages, files and Internet Services.

o XML Extensibie Markup Language (XML} XML isalanguage proposed by W3C that allows
Web developers and designen to create customized ways that offer greater fexdbility in
arganizing and presenting information (than in older HTML version)

* Web client: Web client is a user PC attached to Internet that is capable of making HTTP
requests and displaying HTML pages.

o Web browser: Web browser is a software that lets a user view Web pages and access files
and software related to those documents It also has added feature, such as c-mail, news
group.
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Notes Internet Service Provider (15P)
Internet Service Provider (ISP) is an onganization that maintainy ote of more gateway computers
and provides Intemnet access facility to other users by allowing them to connect their computers

to its own gateway computer(s) by using a modemn. ISP provides a variety of services, some of
which are:

* Links consumers and business to the Internet (e, BSNL, MTNL VSNL, Airtel Tata
Indicom, «ic).

®  Monitors and maintains cusiomers” Web sites.

* Network management and system integration.

= Backbone access services for other 15Ps e g. PS| and UUNET.

* Payment systems for On-line purchases.

These days ISPs olfer unlimuted access for as low as Rs 500 per month. ISPs also offer many
free services which may include the following:

= Hotlists which inform the user what is popular and what is not.

& Comibes that lucus on endertatnment events,

& Software archives thai lisi the latesi free software available,

* Waeather services providing free weather forecasts anywhere in the world.
* Magazines and broadcasting stations that constantly update the news.

* Searches that helfp in locating items and subjects on the Intemet.

* Dictionaries that include thesauruses and “fact’ books on all subjects.

= Govi. services that publicize what is available from them.

Stability And Reliability Of The Web

Web is a network of computers across the globe, interconnected together on the Internet and
using the concept of hyper text to link Intemet sites and information on the Internet. Hypertext

transport protocol (HTTF) is a protocol that allows transfer of many documents on the World
Wide Web. This is the familiar hitp// seen at the beginning of many URLS

No one single agency or company owns the Internet. Each company on the Internet owns iis
own network. The links between these companies and Internet are owned by 159%,

Internet society is the organization that coordinates Internet functions. [t does not operate any
of the millions of networks that make up the Internet; rather it works with I5Ps by providing
information to prospective users. The association’s Internet Architecture Board consists of vanous
work groups that focus on TCT/'P and other protocols, The various committees of the Internet
society also handle technical bsuce and day-to-day operational aspects of the Internet.

Web resides everywhere and no-where at the same time. It cannot cease functioning by itself.
Since it Is based on the Internet, it stavility is as good as that of the Internet. The refiability of
the Web primarily depends on the qrality of service provider's equipment. The reliability of the
Web is affected by the number of phone lines, bandwidth or the intermediate computers.
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1.14 ELECTRONIC COMMERCE BUSINESS MODELS

Value Proposition

The term “valae propesition” is thooght to have first appeared in a McKinsey & Co, industry
research paper in 1988, defining it as. "as "a clear, simple staterment of the benefits, both tangible
and intangible. that the company will provide, along with the approximate price it will charge
each customer segment for those benelfis

A value proposition refiers 1o the value a company promises to deliver to customers should
they choose to buy their product. A value proposition is part of a company's overall marketing
strategy. The value proposition provides a declarstion of intent or a statement that introduces a
company's brand to consumers by telling them what the company stands for, how it operates,
and why it diserves thelr business,

A value proposition can be presented as o business or marketing statesnent thatl a company

uses to summarize why @ consumer should buy a product or use a service. This statement, if
worded compellingly, convinces a potential consumer that one particular product or service
the company offers will add more value or better salve a problem for them than other similar
affermgs will,
A value proposition stands as a promise by a company to a customer or market segment. The
proposition is an easy-to-understand reason why a customer showld buy a product or ssrvice from
that particular business. A value proposition should clearly explain how s product fills 4 need,
communicate the spocifics of s added benefit, and state the reason why it's betier than smilar
products on the market. The ideal value propesition Is to-the-point and sppeals to a customer's
strongest decision-making drivers.

Components of a Value Proposition

Value proposition communicates the number one reason why a product or service i best suited
for a customer segment. Thenfore, it should always be displayed prominently on'a company’s
website and in other consumer touch points. It also must be intuitive. so that & customer can
read or hear the valie proposition and understand the dellvered value without needing further
explanation.

Value propositions that stand out tend to make use of a particular structure, A successful
value proposition typically has 2 strong, clear headline that communicates the delivered benefit
to the corsumer. The headline should be a single memoralile sentence, phrase, or even a tagline.
It frequently incorporates catchy slogans that become part of successful advertising campaigns3

Often a subbeadiine will be provided undemneath the main headline, expanding on the

explanation of the delivered value and giving a specific example of why the product or service
is supertor 1o others the consumer has in mind. The subheading can be a short paragraph and
is typically between two and three sentemces Tong, The subhoading is o way 1o highlight the
kev features or benefits of the products and often benefits from the inclusion of bullet points or
another means of highlighting standout details.

This kind of structure allows consumers to scan the value proposition quickly and pick up
on product features. Added visuals increase the ease of communication between business and
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Notes consumer. In order to craft a strong value proposition, compamnies will often comdoct market
research to determine which messages resonate the best with their customers,

Special Considerations

Value propositions can follow different formuits ss long as they are unique to the company and
to the consummers the company services. All effective value propositions are ensy o understand
and demonstrate specific results for & customer using a product or service. They differentiate a
product or service from any competition, avold overused marketing buzrwords. and communicate
value within a short amount of time.

For & value proposition to effectively tum a prospect into & paying customer, it should
clearly identify whe the customens are, what their main problerns are, &nd how the company’s
product or service i the ideal solution to help them solve their problem.d

Purpose of a Value Proposition v

A value proposition (s meant to convince stakeholders, westors, of customers that a company
of {ts products /services are worthwhile. If the value proposition b weak or uncanvincing i may
be difficult to attract investinenl and consumer demansd,

An employee value propasibon (EVP) applies to the job market Here, a company that is
hiring will try to frame itself as a good place to work, offering not only monetary compensation
but also a range of benefits, perks, and a productive environment. In returm the job candidate
will peed fo convince the hiring company that they have the appropriate skills, experience.
demeanor, and ambition (o succeed.

1,15 REVENUE MODEL

A tevenue model is a part of the bukiness model that explains different mischanisma of income
generation and ity sources. A business starls with an idea of how to generate value for 3 customer.
So, If W's a person looking for a table, we can produce a table, market It ship it, recelve payment
for it — and, that's our business model, The total amount of money sarmed, in other words
revenue, is the coal that keeps our train running. Depending on the business model’s complexity,
revenue will cover manufacturing, distribution, marketing, and other costs, until we get profit

But profit doesn’t kieep the business allve, rovenue does. Besides a stmple transactional logic,
there are many ways we can generale rovenue, cover our own expenses, distnbute products, and
w0 on. That's even ruer for software companies.

Web distribution and the nature of software creates various possibilities to monetize code,
Think of licensed /ireemium apps. service subscriptions, and others, All of Hwse represent a
cortain mechanism that specifies how business generates revenue. The structure of it bs called a
revenue model.

For those exploring the basics of business strategy planning, we'll elaborate on the definition
of the revenue model, and the cormlation Letween business models and revenue streams. We'll
also analyze different types of nvenue models and look at some examples to scrutinkee the pros
and cons of each approach, Finally, we'll reflect on how to choose ar develop a model for your
business.
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Revenue model basics - Notes

To avoid any misinterpretations, let's quickly define the main terms that relate to forming a
business strategy. A business model (BM) is a broad term outlining everything concemning the
main aspects of the business. all of which are contained in the snswers to the following questions.

*  What value will we create?

*  How will we defiver it?

*  How will we bring in revenue?

* How will we earn profit?

There are numerous forms of business models that can't be classified in a single list because
each part is highly individual to the industry, tyvpe of product/service, audience, or profilability,
Business models are often depicted strategically on a business model canvas. This is a compound
representation of all the key elements of a BM.

So. in & nutshell, the BM describes how a business will work from the standpoint of value
generation. To describe how the company generalis income, revenue models are used

116 TYPES OF BUSINESS MODELS

in the previous Chapter we discussed the different types of Interneét business models on the

basis of mature of buyer and seller — B2B, C2C. B2C, C2B ete. These various business models
can be classified in two wave

{il Puore business models: That operate only On:line e.g. ¢Bay, Amazon.com, They have

only an On-fine presence and wse the capabilities of Internet to create a new business.

{#i} Brick and clicks models: That operate both On-line and in a physical space. These '

businesses combine a physical presence with an One-line presence. These business
models use the Internet to supplement their existing businesses,

The Bricks-and-Clicks-Business Model

Bricks-and-clicks business models operate both  On-line and in a physical space, This is the
business model that has successfully integrated its online cybert-world existence with its offline
real-world extstence. For example, an online appliance store that allows customers to schedule
repair visits at its website would be an example of bricks-and-clicks application, These businesses
combine irhymlptmwhiﬂimpﬂhwptm,m?wﬂnhmmw&ﬁ:
existing businesses. This can be accomplished in one of the following ways
s By partnership. or
* By ownership, or
* By treating the Intermet as one channel to reach the constmens and then integrating it with
existing channels,
The bricks-and-clicks business model is particularly useful in the retail industry. The
advantages of bricks-and-clicks mode! in retail industry are:
(i) Some prodiocts cannot be sold exclusively on Infernet. At times consumers desire to bry
on a product, or touch, or feel a product befare buying. The examples of such products
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(i)

include fruits and vegetables, dresses. or fumiture ete. In bricks-and-clicks business
models, consumers may visit the physical space 1o experience the product and order it
there. In these cases, consumen may use the Internet to locate the stores and keep track
of their orders. Moreover, such businesses may use the Internet to inform the customers
regarding the availability of products based on the basis of buying pattern of consumers
through e-mail

In pure business models. delivering of product, at times, becomes a very cumbersome
process. This i because the consumers may not be available all the times at home o
receive the delivery of products ordered, In all such cases, the pure business models
may enter into a partnership with physical stores for delivering the products whereby
consumers can place orders On-line, where as the ftems ordered may be picked up by
consumers from these phynical stores.

(iii) Many a timen, the pure business models offer the option to consumers o retum the

goods ordered by them Oreline incase they do not like the products. Tn such cases. it
may be difficult and expensive o manage the salies returns particularly when the goods
are bulky, In all such cases, the pure business models may enter inte & parinership with
physical local stores whereby comnsunwers may retum all such products to thess local
stores and In turn these local stores may sell all these retumed itemns to other consumers
in the slore,

fiv) Bricks-and-clicks business models combine a physical presence with Online presence.

The physical presence provides the power of face to-face selling whereby salesmen can
help the consumers by answering product-related queries, providing feedback about the
suitability of a product, and suggesting alternative products which can serve the purpose
of consumers. This may help the On-line retailers o establish better relations with their
COnFmers.

Table 1: Differences between Bricks and Mortar and E-commerce

Features Bricks and Mortar E-commerce

An on-line business requires

It requires marketplace. Generally,
it/ s preferred to set up stores
whene there s litthe competition
for customers, and the location s
convenient for the customers and
also for'the owners. For example,
store might choose a mall location
to gain access to all the traffic that
flows through

marketspace, it ls important that
the Website ks highly visible and

easily found. Placement of links
to the web. site is an important
determinant of traffic for an ¢
commierce store. For example, an
ecommerce store could choose
to Jocate itself in a virtual mall,
such as Yahoo ihopping to gain
access to all the traffic that fows
through the mall.
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Type of items, stao of ikema, and the
number of customers mflvence the
sip of the store. Stores expecting
hedvy traffic need 1o choose o
location with adeguate parking
and entrances and walkways
large enough to accommodate
such traffic.

Stew of ecommernce store is also
influgnced by pradocts and
customers. E-stores expecting
heavy traftic need enough
bandwidth. processing power,
and data storage capacity to
provide the proper service o
thelr custormers. Performance of
ccommerce stores i affected by
the bandwidth capacity.

Greal attention is paid to the
stare Layout and custimer service.
Stores with elaborate arrangement
and customer service may be able
o charge a premium Customier
servioe often defines a customer's
evpennor and s 4 leading drver
of customer pelention.

A well-planned user interface
which i easy 1o mavigate, and
pleasing to the store's customers s
crucial to successful Web selling
Customier service needs are mos?
often addressed over the Web
with internet applications such as
ermall, chat, or discussion groups.
A Web Site which s organised
effectively and comprehensively
can be an excellent method for
distributing static iformation to
COHMMLTIATS

Payvment Mode

Cash, bank cheques, traveller
cheques, credil card, debit cand,
Le physical funds.

As such, an electronic medium
prohibits the use of cash and
encourages ansactions that do
not require physical funds but
instead involve data transfer
E-businesses are forced to pay
higher credit card fees.

The security required is the
physical security of cash,
Inventory, and customer data,
Security technologies include
covert camoras, alarms and

security taps, and securify guards.

Significant technological
expetience s reguired o secure
an ecommerce site. The scale of
crimes that can be committed
against an online store are far
larger. Secunty technologics

include passwords, encryption,
screendng roulers, proxy servers.
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Notes
Muostly dynamic and customized
Pricing Mostly fixed pricing md}'
Product Standard product Customized product
Catalague Physical catalogue (inflexible) | Digital catalogue
Target One to many selling Many to many seiling
Supply/demand driven | Supply (seller) driven Demand (buyer) driven
Organisation Hierarchical organisation Networked organisation
Expansion Tend to expand horizontally Tend to expand vertically
Web customers often demand
The customer typically has very | increased information about
litkle information about order | their purchases, such as order
Fulfilment status except a range of dates | status and delivery tracking.
within which the order is likely | E-businesses have to co-ordmate
o arrive. the activities of many different
parties to ensure proper delivery.

Supply Chain Management (SCM)

SCM is the process of strategically managing flows of goods, services and knowledge, along
with relationships within and among organisations, to achieve or support enterprise objectives

Rapid Demand
Fulfillment
Chain Planning & Execution

Businesa Value Goals —-—

Provide Customer

*  What they want?

¢  How they want?

*  When they want?

*  Without extra expenses

Ciustomer Value Goals il

Fig. 4 Objectives of Supply Chain Management
Supply Chain Management {SCM) is the process of planning. implementing, and controlling
the operation of the supply cahin with the purpose to satisfy customer requirement as efficiently
as possible, It Is & network of facililes and distribution optlons that performs the functions
of procurement of materials, transformation of these materials into intermediate and finished
products, and the distribution of these finished products to customers. Supply chains exist in
both service and manufacturing organisations, although the complexity of the chan may vary
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greatly from industry to industry and firm to frm. The objectives ufSEanpmmdhﬂp- Notes
with the help of Fig. 4 .

Thus, SCM is the oversight of materials, information, and finances as they move in a process
from supplier to manufacturer to wholesaler to retailer to consumer, SCM involves coordinating
and inlegrating these flows both within and among companies. The ultimate goal of any 5CM s
to reduce inventory (with the assumption that products are available when needed). SCM flows
can be divided into three main flows:

L. The product flow: It includes the movement of goods from a supplier to a customer,
as well as any customer returns or service needs,

2. The information flow: It involves transmitting orders and updating the status of de-
fivery.

3. The financial flow: It consists of credit terms, payment schedules, and consignment
and title ownership agreements.

Supply chain management spans all movement and storage of raw materials, work-in-process
inventory, and finished goods from point-of-origin to point-of<consumption, In essence. it integrates
supply and demand management within and across companies: Supply chain management is a
cross-functional approach to managing the movenwnt of raw materials into an organisation and
movement of finished goods out of the organisation toward the end-consumer.

Traditionally, marketing, distribution, planning. manufacturing and the purchasing
organisations along the supply chain operated independently. These organisations have their
own objectives and these are often conflicting. Marketing's objective of high customer service
and maximum sales conflict with manufacturing and distribution goals. Many manufacturing
operations are designed to maximise throughput and lower costs with little consideration for
the impact on inventory levels and distribution capabilities.

Procurement of raw materials
based on collaborative demand

planning

Production of goods with ¥

* Web Technology : E“ 1 SCM
* Pecision Support Svstem

*  Data Warehousing

Distribution is Web based
Coustomer Service

Fig. & E-Commerce Enabled SCM
Purchasing contracts are often negotiated with very little information beyond historical
buying patterns. The result of these factors is that there is not a single, integrated plan for the
organisation-there were 05 many plans as businesses. Clearly, there 1= a need for 3 mechanism
through which these diffurent functions can be integrated together Sapply chain management
is a strategy through which such an integration can be achieved
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MNotes The followlng are the five basic components of SCM:

1. Plan: This is the strategy portion of SCM. A strategy i needed for managing all the
resources that go toward meeting customer demand for product or service. A big
plece of planning ie developing a set of metrics to monitor the supply chain so that it
is efficient, costs and delivers high quality, and value to customers.

2, Source: Supplicrs are selected to deliver the products and services which are required
te create the product. A set of pricing, delivery and payment processes is developed
with the suppliers and metrics for menitoring and improving the relationships s cre-
atedd. Processes for managing the inventory of goods and services received from sup-
pliers (including shipments receiving, verifying and transferring 1o manufacturing
facilities and authorising supplier pavments) is put together.

3. Make: This is the manufacturing step, Activities necessary for production, resting.
packaging and preparation for delivery are scheduled. As the most metric-intensive
portion of the supply chain. quality levels, production sutput and worker productiv-
ity is being measured.

4. Delivery: This is the logistics step. The receipt of orders from customers is co-ordi-
nated, network of warehouses is developed, carriers are picked 1o get products o
customers, and an involcing system is set up to receive payments.

5. Return: This is the problem part of the supply chain. A network is created for recetv-
ing defective and excess products back from customers and supporting customers
wha have problems with delivered products.

SCM is the management of the entire value alded chain from supplier 1o manufacture rght

through to the retaller and the final customoer .

SCM has three primary goals
*  Reduce Inventory,
*  Ihcrease transaction spesd by exchanging data in roal time,

* Increase sales by implementing customer requirement more efficiently,

Supply Chain Management is all about fulfilling customer needs and it covers all aspects of
o business; From the stage of raw material o the end user, each and every nspect of the eyele s
covered by the management system-be it sourcing, product design, production planning, order
processing, inventory management. transportation and warshousing, and customer service. This
complex sequence of steps used (o be very difficult to manage efficiently and in the days when
organization have to fight hard to maintain their bottom-line, optimiting these steps has become
a necessity, '

EXAMFLE:
While you enter a store to buy a certain matesial, the sequence of steps that has browght the

material can be observed: on the material, you will find a price tag with all the details of its date
of manufacture, date of expiry, lot number, etc.

The shop that you have entered has carefully placed it on the shelf after procuring it from
a distributor and noting all these details for billing. The store also maintains an inventory of this
material and hundreds of similar materials that are available in the store and along with this a
minimum stock level and a reorder level
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All other products in the store, have been sourced from a distributer who sourced it from e
manufacturer. The manufacturer had procured the raw materials required for the production
from one or many of his suppliers. In this chain a third-party transport and warehousing
infrastructure was utilized to ship the material from the manufscturer 1o the distributor and
from the distributor (o that store

Once purchase is complete, the point-of-sale terminal this information which in the store
updates resubts at various places-the stock level comes down and revenue increases. The information
of decrease in stock level should reach the distributor who has 1o neplenish the stock before it
becomes zero and the distributor is also 1o be paid his due amount. This chain is again pushed
backwards to the lowest level of the supplies who has to supply the raw material in time. So,
there tx a comstant flow of money and material between these establishments in order to satisiy
the meeds of the customer.

The Supply Chain Management manages the flow between different stages 1o maximize
productivity and minimize overstocking: In this value sided chain, different companies involved,
and the system used by thise companies shotld be able to talk to cach other and anderstand dach
other's requirernent. A SCM system is a combination of many applications-demand, inventory
and transportation planning-covering the stages of the supply chain.

As of now, product variety has increassd and also demand for customired products. This
has increased demand uncertainity, and thus making it difficult to forecast demand, which has
shorten lile cycle of products-this has made supply chain management an integral part of woday s
business

1.17 CATEGORIES OF E-=COMMERCE

E-commerce can be classified into four major categiories according to the type of buyers and seller
i the transaction. This has been shown in Fig 6.

BUYER

COUSTOM-
ER

BUSINESS

BUSINESS B2B B2C

CONSUMER| C2B c2c

Fig 6 Classification of E-commerce by Type of Buyer & Seller
1. Business-to-consumer {Internet): B2C is selling of goods and Services to a customer
and the transaction takes place through Internet. E<commerce may be termed as a tool
that provides a way to sell goods using Web-based technologies. In this model, sellers
sell products and services directly to customers. eg. Amazon.com. BIC e-business
models include virtual malls, which are Web sites that host many on-line transactions.
B2C e-commurce refers to the buying and selling of goods via the Web retailens lo Web
customers. This really is the same thing as BZB e-commerce with one major difference.
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With B2B implementations, the parties are "Trusted Business Partners” who have an
established business relationship.

However, with B2C e<commerce, the retailer is often selling to unknown, untrust-
ed strangers. Therefore, extra effort must be macle to capture customer and payment
information. Further, this data is typically verified before orders are fulfilled. In this
respect, B2C is a tougher solution to provide than B2B.

Business-to-business (Intranet and extranet): B2B is a commercial transaction be-
tween two or more businesses. Although B2C is the most familiar form of e-business,
transactions between and within businesses account for a large share of commercial
activity, Business activities within a company are increasingly transacted on-line
via the company Intranet. An Intranet uses Internet technology to allow employees
to view and use internal Web sites that are not accessible to the autside world. B2
E-<commerce primarily refers to supply chain technology. which is by far the largest
and most successful e<commerve technology employed today.

Consumer-to-business: The C2B model, also called "reverse auction” or “demand col-
lection model.” enables buyers to name their own prices, often binding, for a specific
good or service generating demand. The Web site collects the “demand bids® and then
offers the bids to the participating sellers. Examples of this model are : Reverse Auc-
tion.com (travel, autos, consumer electronlcs) and priceline.com (travel, telephone.
mortgages).

Raw Material Suppliers A

Consumer

Fig. 7: Relation Between B2B and B2C Models
Consumer-to-consumer: With C2C e-business model, consumers sell directly to oth-
er consumers via on-line classified ads and auctions, or by selling personal services
and expertise on-line. C2C E-commerce allows unknown. untrusted parties to sell
goods and services to one another, Consumer-to-consumer model facilitates plain and
simple commerce between consumers. In this model, revenue streams are typically
matching buyers with sellers and vice versa,

The most famous C2C company is e-bay, the world's largest personal on-line trading
cominunity, which-for a small fee-allows consumers to offer their goods directly to
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other consumers in auction format To accommaodate this activity, several technologies Notes

have emerged. Firstly, e-bay allows all sellers and buyers to rate one another. In this
manner, future prospective purchaser may see that a particular seller has sold to more
than 5000 customers-all of whom rate the seller as excellent. In another example. a
prospective purchaser may see a seller who has previously sold only 5 times and all 5
have raled the seller poarly. This type of information is helpful. Another technology
that has emerged to support C2C activities is that of payment intermediary. A good
example of payment intermediary is Pay Fal. Instead of purchasing items directly
from an unknown, untrusted seller, the buyer can instvad send the money to Pay Pal
From there, Pay Pal notifies the seller that they will hold the money for them until the

goods have been shipped and accepted by the buyer.
Table 2: Comparison Between B2C and B2B Feature B2C B2B

Feature

1. Type of Relationship

Consumer-lo-Business
Consumer uses PC browser
to order products via the

Business-to-Business A
Representative of a business uses
company’s Web browser to order

products or to inquire via another

W | business (e, suppliers) Website,
3 o et | Gt raw material or unfinished
L product.
3, Level of Trust May not be trusted partners. | Trusted partners,
a. Macing orders
N a. Online procurement
By b. Tracking order sttus
¢. Fulfilling orders

4. Flow of Information

d. Browsing of merchani's
catalag
& Sending feedback or e-mail

. Executing payments

d Managing promotions, returms,
catalog information e. Fulfilling
arders

messages

Undirectional relationship | Mutual agreement among
5. Natare of control by the

Not very focussed, eg., a BIC | More focused than B2C eg, An
ﬁl ' % xd website can sell various types | automubile company buys only

B of gilt items motor parts not alrcrall parts.

7. Sales complexity Not very comphex Complex supply chain
8 T of Network based Imtranet or Extranet (based on

Internet)
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Table ¥ Summary of E-business Transaction Models Model
Model Description Examples

Sells products or services | amazoncom, sutobytel.com,
directly to consumer, exdipts.com, pots com

Sells products or services o
olher buninesses or brings
BIB multiple buvers and sellers
together in a central market et
place

Consumerns sell directly to other
CIRTITHTS

Consumers fis price on their

2B own. which businesses accept | priceline.com
or decline

metalsite com, verticaliet com,

ehay.com, Inforocket com

1.18 COMPETITIVE ENVIRONMENT

A competitive environment is a system where different businesses compete with each other by
using various marketing channels, promotional strategics, pricing methads, etc. This sysiem has
regulations within it that companies phould (ollow

How Does a Competitive Environment Affect Businesses?

Your competitors can directly affect your business and the decisions you make. Let's imagine
two anline clothing stores that pose a threst to each other In terms of business development and
profit. One of them decides to conduct a flash sale before Christmas and provide thiir customers
with 40% off sitewide. The other store will also need to come up with a great offer to attract
leads and customers, raise sales, sell unpopular products and, as a result, gain revenue.

Similarly, if one colfee company brings vut a new prodluct to the market, their competitor will
need to consider growth hacking. Thus, competition can be beneficial as it motivatos companies
to get better and improve their produocts,

A competitive environment also has a positive effect on customers. Businesses often offer
high-quality goods at an affordable price to win the attention of consumers. Besides, companies
have to bring oul their products theough imnovations. However, competition can sometimes
complicate he existence of a business. Let's take two companies within one locstion, for example. If
one of them sets low prices and discounts, it will be difficult for the second company fo compete

Now that you know how a compétitive environmen! infloences your business and customers,
its timp o proceed (o the types of competition that define the relations between and among
sellers and customer s,

Types of Competitive Environment
It's essential to understand what types of competifive environments there are to assess the
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onomic emvironment in busingss. You should kngw how companies and maskets funetion s Notes
that you can analyze industry and market news, polioy chunges, and legislation in the futun: I
Let's distinguish the main types of competitive environments and review sach of them in detail

Pure competition. In a perfectly competitive environment, many small companies produce
similar products. and many consumers buy them. These manuiacturers sre small, and thus they
can't influence the price, defined by supply and product demand. For example, when a farmer
brings dairy products to the local market, this person can't change the market price and agrees
with the going one.

Monopalistic competition. Ity this environment, many manufacturers produce different
products, although they might serve the sime purpose, Customers can distinguish the products
because of the differences in quality, features, etc. Businesses actively use advertising to promote
thetr products and convinee consumers that they are not like other products and have better
quality. Companies in monopolistic competition are price makerd, which means that they can
influence the product price. However, to justity the price increase of their products, they should
offer something exclusive to be unlike other businesses, for example, tmprove the guality of
their goods

Oligopoly. In this market model, there's a small number of businesses. usually two or more
Its considered stable as compantes don't compete but collude to obtain high market retums.
Firms set and keep prices high together or under the leadership of one particular company. In
an oligopoly, profit margins are higher than in a more competitive environment, However, the
main problem of this market structure is that businesses often face a prisoner's dilomma, an
incentive to chiat and act in their interests al the expense of other companies.

Monopoly. There's one company that produces o unique product. This manufacturer doesn't
face any competition, and the product doesn’t have any substitutes. Also. 4 monopolist decides
on the product's price and sets barmiers for new companies to enter the market.

Perfect competition, monopolistic competition, oligopoly. and monopely are the four main
market structures you should be aware of when entering the market. Now it's time lo move o

the competitive environment analysis. -

Competitive Environment Analysis

To develop a groat marketing strategy, vou need to understand your competitors and their tactics,
At this point, you need a competitive analysis framework to reach your business opponents, Lot's
discuss several most populsr frameworks.

» SWOT Analysis. You can assess the external and internal factors that influence your
company. This framework belps vou identify competitive advantage, compare your
opponents’ strong and weak sides on different marketing channels, and define your
further marketing steps.

* Sirategic Group Analvsis. This framework charsclerizes the stralegies of all strong
compelitors in vartous strategle dinenalons. It allovws you to ideniify your competiton'
positions in the computitive environment and the factors that bring your business a profit.
It also enables you to identify the key aspects of success and assess your position among
competilors.
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Notes * Porter's Five Forces. The basis of this framewark lies in exploring the competitive market
forces in the industry and helping define the industry’s strengths and weaknesses. It
involves five clements: new entrants, buyers. suppliers, substitutes, and competitive
rivalry. These five influence the level of competition in vour industry.

* Growth-Share Matrix. By using this framework, you can decide which products are worth
investing in according (o their competitiveness and atiractiveness within the markel. It's
particularly useful for large companies since it helps them define their product portfolies
and decide which products are worth continuing to tnvest in and which are no bonger
warth i,

* Perceptual Mapping. This framework allows you ko nee the position of vour prodoct agalnst

- the alternstives of your competitors. It enables you to understand how vour customens
perceive your product compared to competitors’ and whether your positioning strategy
matches your target audience. It can also help you find the gaps you need o resolve.

To fully understand different market structures, Jot's walk you through some examples.

Evamples of Competitive Exviromment

Every business plan of even a small firm contains a section about competitive environment
analysis. As you already know from the information above. it includes all the extomal lactors
that influence your business and the product or service you offer.

Let's ke electronics, for example. Samsung is a company founded in South Korea that
specializes in sectronic and smart appliance technology. Their competitors include Apple, Sony,
Huawel, Intel. and many more. which b why Samsung's team tries to create a product that s
better than competitors’ allernatives using innovations that can attract prospects.

Changes in technology or the way customers buy products can influence the types of
competitive environments. For example, Amazon changed products’ distribution and customer
expectations. Intreduced innovations infleenced the number of consumer goods companies
and opened markets for small firms that previously had no opportunity to compete with more
PTOMIMENt cRmpanies.

Your business can find iself in different types of competitive environments. That's why it's
critical to understand the difference between them and be resdy o assess indostry and market
nows, policy changes, and legilation.

Comepetitive Advantage

Competitive advantage refers lo factors that allow a company to produce goods or services
better or more cheaply than its rivals. These factors allow the productive entity to generate more
salus or superior margins compared W s market rivals. Competitive advantages are attributed
to a variety of factors including cost structure, branding, the quality of product offerings, the
dustribution network. intellectunl property. and customier servico. )

Competitive advantages generate greater value for a firm and its shareholders because of
certain strengths or conditions. The more sustainable the competitive advantage. the more difficult
it is for competitors 1 neutralize the advantage. The two main types of competitive advantages
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are comparative sdvantage and differential advantage Notes

Competitive Advantage vs. Comparatioe Advantage

A firm's ability to produce a good or service more efficiently than its competiton, which Jeads
to greater profit margins, creates a comparative advantage. Rational consumers will choose the
cheaper of any two perfect substitutes offered. For example, a car owner will bay gasoline from
a gas stathon that is 5 conis cheaper than other stations in the arva. For imperfect substitutes, like
Pepsi versus Coke, higher margins for the lowesi<cost producers can eventually bring superior |
retums. |

Econoimies of scale, efficient internal systems, and geographic location can also create a
comparative advantage. Comparative advantage does not imply o better product or service,
though. It only shows the firm can offer a product or service of the same value at a lower price.

For example, 8 firm thay manufactures o prodoct in China may have lower labor costs than
a company that manufactures in the US, s it can offer an equal product at a lower price. In the
eondext of [nternational irade economics, opportinity cost determines comparative advantages.

Amazon (AMZN) s an example of a company focused on building and maintaining a
comparative advantage The ecommence platform has a level of scale and efficiency that is
difficult for retail competitors to replicate, allowing it to rise to prominence langely through
price competition

1.19 MARKET STRATEGY

E~ommerce marketing strategies are worth the time and investment. Whether your online retail |
cormpany is just starting up or has reached the point of maintaining & wellestablished customer
base, it's important to stay wp to date with the most current ecommerce marketing trends and
technigues for your business. Therefore, it is crucial to invest in an effective website structure
and veommetce marketing srategy.

The first step in setting up an ecommerce website is creating the content for it. Creating high-quality

and original content will st you up for success because it will resonate with vour customers in
a way that makes them want to interact with you, purchase from you, and maintain a following,

Be creative, Be original
Promoting orginal content &= a grest way to make a statement, strike a compelling idea, and
make a mark on the user's mind. There s a fine line between content that engages users and
content that delers them.

Wiy tot takie an exira step, put in a little effort, and create something that will be genuinely
compelling? It's an ecommerce marketing strategy with lasting effect. One or two well-written
pages can drive revenue for years to come.
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MNotes What showld wou wwrite?
First, add informative confent lo your primary site pages - your homepage, about, policies
(warranties, shipping etc.) at the bare mindmum.

Theen it's important o populate your online store's product content. Start with individual

prodocts, pricoitizing by your best sellens or highest eamers, and write unique descriptions.
Dan't just drop in the manufacturer's bollerplate language. Explain what it is, why it's better,
and its key features.

Look also to category pages. These also pose great SEQ opportunity (more on that below).
Here's where you can explain a tvpe of product (e.g. men's athletic shoes) and provide paths 1o
ather products. to belp the user find what they're looking for. FAQs are often handy on category
pages to answer questions related to the segment (eg. “how to choose men’s athlotic shoes ™),

Mow;, it's time to get proactive,

Spawning from your ecotmerce company’s authority (e.g. shovs), publish blog posts that
will attract mew audiences wihile informing and engaging existing fans,

Add rich contemt to vour website, too - in ecommerce, product demo or explainer videns
are a supremo fit

i you're coming up shorl of idess, ask your customers. Use a user feadback tool oftering
pop-up chat interactions to ask. for example..,

*  What are you looking for?

*  What do you want to leam more about?

*  Whalt questions do vou have?

*  What brought vou here today?

Your goal is to zero in on content topics that your audience cares about = because they
tell you so. More on content beyond core “money pages” below as we talk content marketing.
2 Optimize your ecommerce websile's layout

After launching or redesigning your ecommerce site, it's important to test your website's lavout,
language, and placement of conversion elements. When customers visit your website, you want
to make sure it's easy and simpile to check out, that they foel naturally inclined 1o purchase your
products. and that s abundantly clear how to do =0,

You should test the language displayed on your landing and product pages, the language
in your conversion elements, and even the strategic placement of kcons and clements You can

use various usability besting methods for this.

" One really nifty tool is alousefiow’s heatmap software that reveals valuable patterns in customes
behavior on your website. Coe of their most popular heatmaps, the movement heatmap, reveals
the most attractive parts of your website — based on visitor movement data to your website.

3. Content marketing

PFroper ecommerce content marketing can attract more positive attention, interaction, and
sustainable conversions in a way no other marketing method can. By creating and promating
original content, you are ensuring that your audience is receiving new iformation that matters
to them on a continual basis. -
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Content for your website like mentioned above. includes home page, category pages, Notes
product pages, and the like. Content marketing on the other hand is content specifically geared |
to attract customers and is promoted 1o get thede attention,

Braimstorm with vour team to create a list of the differen types of content you wish o
create. This can be blog posts, videos, and newsletters. Also. make sure you are utifizing vour
marketing budget by consuliing with experts, vutsourcing work when nevessary. Invest in high-
quality software, subseriptions. employees, and training for vour toam

4. Social media marketing

Social media ecommerce marketing i 4 very powerful tool, It allows veu to communicate with
vour industry, customyens, and market in a personal, public way, You can utilize social medis to
genesate engagement and inleraction, boost traffic to your website, and develop a larger base
of customers.

Utilizing different social media platforms for different purposes also creates a rich presence
for your company that diversifies your abilities and efforts. This will ultimately belp vou cater
to your customers’ needs in a way thal grows your business ovir time

Mamntaining & solid tone and personality of your company through social media is very
impartant because consistency i what will create trust within your audience. In order 1o develop
and maintain brand recognition and authority, make sure yvour outreach efforts are unified by
ensuring vour team s on the same page with vour company’s communication style.

Just as important as being present and enjuged on social s monitoring this chanmel's
performance. To do so, youTl want o use vour web analviics tool to, .

Monitor the performance of the social refermal journey on-site with a funnel optimization tool.
Review user session recordings to understand why custaimers abandoned the journey, what
compelled them to convert. and what caught thelr interest along the way.

Bonus tipe Jook at the full on-site journieys of vour converted customers and consider how 1o
adjust your pre-defined funnel to better meet these needs. You may have forgotien to consider
4 customer’s affinity for visiting your reviews page. and can identify this &= a key conversion-
fourney touchpoint,
* Analioo the behavide of the distinct social segment via beatmaps. How deep do they
scroll? What sections get the most interest? whare are they compelled to chick? Use this to
inform campaign and strategy tweaks.

& Ask the audience for user feedback via pop-up chat tools at key moments in their joumey,
such as when they stay on a page for long enough or have exit intent.

®  Run thedugh your forms with 4 finetoothed comb via form analysis tool. You may find
that social auditmees are more or less inclined to give up information, and can adjust vour
form fields to st them.

5. Email marketing

* One of the most effective forms of reaching out 1 your customer base bs through email
marketing. Although you have ko be very careful about the content within your emails and
wh is included in your outreach, the reason email marketing has been around for so long
is because it works,
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Notes * In order to reach your audience most effectively, provide useful content within your
emails. Make them as personal as you can, offer valuable promotions, and use it as an
opportunity to socialize

*  Open up about what your business is domng, any events vou are attending, new features or
products, and be transparent about your company. You want to refate 1o your customers
on a Jevel that gauges their interest and keeps them engaging with vour emails.

*  Ag always, make sure you are monitoring the analytics of your email marketing efforts,
and any ecommerce marketing stralegy elements, for that matter. Remember to follow
emiil design best practices to serve up & satisfying message and experience.

6. Search engine optimization (SEO) for ecommerce

One of the most important and manual methods of improving an ecommence website is making
stire it's optimized for search engines. With today's Search Engine Optimization (SEO) standards,
it's now more important than ever o make sure your website is constantly updated with rich
and relevant content, promotes a good user experience (UX), and is optimized to be as error-
Iree as possible.

The content within your webaite should be rich, reliabie, and provide information to the public
that is useful and relevant to what they'me looking for. For example, if you have an ecommerce
store selling camping supplies, it's wise o provide detailed product infermation and possibly
even host sections of your website that offer generous amounts of content that elaborates on the
topics of camping. supplics, or related subjects.

Using keywords within your content in a genulne way will also flag your website as a
matching result in search engines when users are looking for something specific. Search engine
optimization i one of the lowes|-cost, highest ROl ecommerce marketing strategies yvou can deplov.

7. Pay-per-click advertising (PPC for w].

There are three basic elemenis to any pay-per-click marketing campaign: the ad, the offer, and the
landing page. All three must be in good harmony and synchronization if you want to maintain
the interest of the lad. The landing page most be a continuation of your ad, delivering what
was promised as the reward of cdicking on the ad, in order to take the visitor through vour
convesion funnel.

It must also be customized for keywords to appear somewhere near the top of search engine
results, Likely, these kevwords will play Into the rest of yvour ecommeroe marketing strategies, too

Keep the landing page free of distractions and unnecessary bells and whistles. Also, keep
in mind that your landing page Is the most appropriate place to boast your product benefits to
the customer,

8. Optimize for mobile

It is absolutely crucial to make sure your website s responsive to any user layout. Mobile users
are starting to dominate the sea of internet use, especially in ecommerce. and it's important o
accommodate thitr needs 1o provide a good user experience (UX) for everyone
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9. Target wearable and VR Notes

Targeting wearable and Virtual Reality (VR) technology i a trending technbque that grabs users
in 4 new and exciting way. People are still getting used to this technology, and are not yel
overwhelmed by or habitusted to adverticoments

Your target audience for these mediums will be very refined, as these users are the part of
the population that carries the latest technology at the palm of their hands at all times, keeps up
to date with trends, and doesn’t mind dropping some extra cash for items they desire.

Although creating campaigns that are designed for these technologies can be expensive,
the right approach can be worth the initial investment because a filtered audience is more likely
0 convert

This lan't ane fo those ecommerce marketing strategies that will work for every business,
either. Be sure wearable and VR tech are familiar o your audience before making the investment
Enter another opportunity to gauge cusiomer reception by using a survey tool.

10, Humanize and personalize

Consumers have become the power plaver in the ecommerce industry. Which means your business
needs to stand out in a unique way. Because of this 4t's more important than ever to customise
your user experience (LX) to cater to the needs of your audience. This s just as much a crucial
part of your ecommerce markeling stralegies as it is & total brand strategy.

11. Retargeting

Customers who have already shown an interest in your website ane more likely to make a later
purchase. Retargeting is a technique that tracks customers who have visited your webikite and
displays ads o them while they're browsing the internet with the intent of getting them back
on your website. When these visitors enter vour website again, they are far more likely to make

a pirchase

00000

PROSPECT RETURNS TO YOUR SITE
To effectively manage » retargeting campaign, make sure your ads are as specific as possible.
Was the customer looking at a specific product? Make sure the ads displayed to them are ads of
that specific product and link to the page of the product. Just like with Search Engine Optimization
(SEQ) and Pay Per Click (PPC) marketing. it's important to display the information the user is
looking for the. instant they click on vour ad.

It they click on an ad for hiking ! cots and are redirected to the hame page of your camping
website, they aren’t going to be thrilled. But. if they are ditected to the exact hiking boots they

Self-instructional Material 11 43




Electronic Commernce

were considering. or even had added to their cart, before leaving your website, they will be
much more fikely to continue with a purchiase.

Although retargeting is getting more difficult due to the demise of third-party tracking
cookies, there's still opportunity to be chased,

1.20 ORGANISATIONAL DEVELOPMENT

E-Commerce is & growing and dynamic field It is of special concem for the IT students, As
e-commerce continues to develop, organizations have adopted it wchnological advancements in
order 1o keep a strategic advantage in the business environment E-Commerce for Organizational
Development and Competitive Advantage provides insight on the challenges related to the
management aspects of ecommerce and its influene over organizational development. With
the growing applications of electronic commerce technologies, this reference source is vital for
educators, researchers. and managers interested in the advantages of this field.

1.21 MANAGEMENT TEAM

An effective team is just as critical 10 a successful online business as are your website, products
and technology. It should form a key part of your Strategy & Planning. The ecommerce team
misst be commitied, energised and incentivised as the supply for ecommerce type skills is still
relatively limited compared to the required demand.

A great ecommerce team never seitles. the team needs 1o have a desire (o drive to the next
level, know what that level is, and break through their goals, achieving more through the right
incentives and bonus packages. In the case of most anline start-ups or high growth businesses, the
tunction of building and maintaining the ecommerce site or platform will usually be outsourced
to a licensed, hosted or full service provider: saving both time and money. This is the case with
the IRP. )

The IRP removes the headache associated with creating a technical solution and allows for
a focus on business growth and planning. If the solution also requires stock control and tll /
EPOS bolt-ons, this will cut down on system intogration and overlap, saving you time and money

Outsourcing an ecommence platform significantly reduces the overall cost of the [T project.
Research shows that in-house development costs 7.6% of total revenue whereas the fgure is 35%
If the IT functions are outsourced. The key benefits of the IRP to your leam anc

*  No requirement to recruit & train in-house software development & database teams.

* No overbeads for installation, setup. configuration, maintenance and backups of the
SCTVETS,

»  Nooverheads for hosting and ongoing development and upgrades of the website / system
¢ Nooverheads for SSL Certificates and DNS Configuration.
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*  Nooverhesds for the creation and maintenance of a PCI Level 1 security compliant system,
*  The IRI" resnoves barriers to growth and reduces your toam size.

Roles and Functions

A key benefil of the IRP & that it sllows you to maintain & focus on your business, without
woerylng about producing the lechnolopy for success. This bs core to creating a team with energy
and geiting results.

The next step is to creste the team that can help grow your business in the most efficient
and effective way. A starl-up or growing online business must include the following roles and
functions 10 maximise the scommerce opportunity.

The Ecommerce Manager & vital in online retailing. They should take overall responsibility
for the online revenue generated for the TRP and the costs associated, with a key focus an the
CPAS of traffic channeds,

The Ecommence Manager should act & the connection point for the whole ecommerce team
and have a deep knowlede of all aspects of online markets and how online revenue is generated.

The Ecommerce Manager's key functions an: setting and delivering the ecommerce strategy,
maximising a5 many areas of the [RP as possible and focusing on traffic generation, conversion
and custamer retention,

Chrganlsing your ecommerce operations around the central strategy

The functional ateas of an ecommerce bram can be closely based around the Traffic,
Conversion & Retntion methodology Introduced in Ecommerce Fundamentals They include
the follewing (note that. depending on the organisational size, the Ecommerce Manager should
idenlly be involved with all funciions and help set the overall online strategy and plans of action
-Hillm;nﬂmrmmh[hhmrcrf!pmmbiﬁhnldplllhrﬂchm}r

COMVERSION

* Tralfic - Ecommene Manager. Sales & Marketing, Design.

®  Conversion - Ecommerce Manager, Sales & Marketing. Detign, Product & Content Admin.

* Retention - Ecommerce Manager, Salss & Marketing, Order Processing & Fulfilment,
Customer Services, Product & Content Admin, .

Depending on organisational ~<e the ecommerce, marketing and related functions may be
brought under a wider Director of Fecommerce role or the company's owner / CED,
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Notes The role of an Ecommerce Manager
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Identifying, appointing and confirming an Ecommerce Manager is one of the most
important steps an online business can make.

Ideally this role is separate from the owner(s) of the business and is not directly isvolved
with your shop / retail outlets or any other function or department.

See our separate article The Role of an TRP Ecommerce Manager for an overview of the
Ecommusrce Manager's role and an example job deseription.

Thiere 15 a trend to develop key functions and skills in house. Agencies and Service Partners
may be necessary and indeed critical at times during the growth of vour online business,
bt they will come al a cost

In the quest for profitability, long-term internal investment and | or training in vertical
specialisms such as design and search marketing will provide you with more contral and
opportunity.

There is also a growing emphasis on content and content marketing. One area that is
clearly secking greater investment and activity is content marketing and s creation. This
may involve up-skilling of existing staff as well as new roles,

It throws up some inleresting new challenges around the increasingly blurmed content-
related areas of SEO, PR and Social Media This includes everything from product

descriptions to on-site help and buyer guides, imagery, vcommerce, blogs, Facebook,
Twitter and Instagram,

b

SUMMARY

E<commerce is using the Internet as the foundation for many different types of basiness
processes related to commerce : purchasing, on-line pavment, order fulfillment, supply
chain managemient and customer support, among others.

E-commerce & a revolution which has changed the way in which businesses buy and sell
products and services. It is associaled with buving and selling of information, products
and services over computer communication networks. In fact, it has transformed the way
in which the organisations operale

E-commerce enables paperless exchange of information wsing Electronic Data Interchange
{EDI). Electronic Mail, Electronic Bulletin Boards (EBB), Elsctronic Fund Transfer (EFT),
and other network-based technologies. It not anly automates manual processes and paper
transactions, but alss helps organisations in moving to a fully electronlc environment and
change the way they operate.

Electronic commarce, commonly known as ecommerce, is the buyingand selling of product
or service over electronie systema such as the Internet and other computer networks.

Eectromc commerce draws on such technologwes as electromic funds transfer, supply
chain management, Internet marketing, online transaction processing, Electronic Data
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Interchange (EDI), inventory management systema. and automated data collection sysleits. Notes

* There are many external environmental factors that can affect e-business. It is common ]
for managers to assess each of these factors closely. The aim is always to take better
decisions for the firm's progress. Some common factors are political, economic, social and
technological (known as PEST analysis).

. E-h:ﬂmmhgz&mduiheuunﬂnumﬂadmn{ﬁgiamhummmmdummwﬁ
business processes, ecomimerce, enterprise communication and collaboration within a
company and with its customers, suppliers and other business stakeholders -

¢ Exommerce enabler is a company that provides end-to-end solubion for brands to do
ecommernoe business. Those services include official store management, digital marketing,
creative servioes. customer service management, supply chain management & fulfillment
In a simple way, e«commerce enabler helps brands to sucoess their online selling through
e<commerce platforms & other online channels.

¢ A revenue model is a part of the business model that explains different mechanisms of
income generation and its sources. A business starts with an idea of how to generate value
for & customer,

* 5o ifit's a person looking for a table, we can produce a table, market it ship it, receive
payment for it ~ and. that's our business model The total amount of money earmed, in
other words revenue. is the coal that keeps our train running, Depending on the business
model's complexity, revenue will cover manufacturing, distribution, marketing, and other
conts, untll we get profil,

KEY WORDS

* E<ommerce: E-commerce refers generally to all forms of commercial transactions
invalving hoth arganizations and individuals, that are based upon the electronic processing
and transmission of data, including text, sound, and visual imags.

* Business-to-consumer (Internet): B2C is selling of goods and Services to 4 customer and
the transaction takes place through Internet.

* Customer Interaction: A customer interaction is a communication between a customer
and o company.

* Financial flow: It consists of credit lerms. payment schedules, and consignment and tithe
owniership agreements

4 -

1. What do you understand by the term Ecommerce? How does it differs from - business?
2 What are the different drivers of E-<commerce?
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5 Briefly explain the needs and factor of e-commerce.

6. What are the advantages of transacting business on-line? Explain briefly.

7. What are the limitations of trancacting business on-line? Explain briefly.

B.  What are the concerns business has to understand, while going an-line?

9. What are the key success factors that enhance the growth of e<omme?

10, Describe thnee factors that wiould cause a company to continee dong business in raditional
ways and avoid electronic commerce.

11, Describe birsiness-to-consumer e-business model. What are the advantages of B2C model?
What are the challenges that e-businesses face in implementing B2C initiate?

12 Briefly explain consumir-to-consumr? e-business model.

13, Differentiate between B2B and B2C e-commernce

ﬁ FURTHER READINGS

PT. Joseph. S.].. E-Commerce: An Indian Perspective (5th ed ), Prentice-Hall of India,
2015.
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Commerce: A Managerial Perspective (5 thed.), Pearson, 2008

3. Sarika Gupta and Gaurav Gupta, “E-Commerce”Khanna Book Publication, 2015,

4 Michael Wooldridge, An Introduction to Multi Agent Systems { 2nded.), John Wiley
& Sans, 2009,
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Notes * Study the Business to business midel

*  [Explain the corsumer to consumer business models
*  Know the types of B2B business models

*  Discuss the types of C2C business models

# Describe clectronic payment systems

21 INTRODUCTION

E-commerce comprises of two components Internet and Web. Launching a business on Internet
requires understanding of these two components targeted audience, hardware and soitware
required, tight products and services to offer, ote. A careful Planning & required to satisfy the
customer at optitnum cost with maximum reverue gestation. This chapter primarily focuses on
all the issues starting (rom planning to successful launching On-line business in various steps.

12 BUSINESS TO CONSUMER (B2C)

The term business-to-consumer (B2C) refers to the process of selling products and services
directly between a business and consumers who are the end-users of its products or services.
Most companies that sell directly to consumers can be referred to as B2C compandes.

"
R

Fig 1: B2C Business Model

B2C became immensely popular during the dotcom boom of the late 1990s when it was
mainly used to refer to online retailers who sold products and services to consumens through
the internet.

B2C business-to-consumer scommence, also called retail ecommmerce, is a business model that
' involves sales between online businesses and consumers. B2C ecommerce is one of four major
ecommerce business models, the other three being B2B (bustness-to-business), C2B (consumer-
to-business), and Q2C (consumer-to-consumer),

A popular example of a B2C ecommerce platform is Amazon. Ecommerce sakes happen
almost entirely over the internel, apart from the shipping and delivery processes. so they give
sellers and buyers the comfort and freedom to make transactions at any time and from any place.
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This increased ease of both buying and selling online, ax compared to teaditional sales. has made Notes
B2C ecommerce one of the fastest growing sectors in the global economy and it's estimated to
make around 6.3 trillion USD in global sales by 2024

Business-to-consumer (B2C) is among the most popular and widely known sales models.
Michael Aldrich first utilized the idea of B2C in 1979, who used television as the pritaary medium
0 reach out to consumers:

B2C traditionally referred to mall shopping. eating out at restaurants, pay-per-view movies,
and infomercials. However, the rise of the internet created & whole new B2C business channel
in the form of ecommerce or selling goods and services over the internet.

Although many B2C companies fell victim to the subsequent dotcom bust as investor interest
in the sector dwindled and venture capital funding dried up, B2C leaders such as Amazon and
Priceline survived the shakeout and have since seen tremendous success.

Any business that relies on B2C sales must maintain good relations with their customers
to ensure they return. Unlike business-to-busines (B2B), whose marketing campaigns ace geared
to demonstrate the value of a product or service, companies that rely on B2C usually elicit an
emotional response to their marketing in their customers.

B2C Storefronts vs. Internet Retailers

Traditionally, many manufacturers sold their products to retailers with physical locations. Retallers
made profits on the markup they added to the price paid 1o the manufacturer. But that changed
once the internet came. New businesses arose that promised to sell directly to the consumes, thus
cutting out the middle person —the retailer—and lowering prices. During the bust of the dotcom
boom in the 1990s, businesses fought to secure a web prowence. Many retailers were forced 1o
shut their doors and went out of business.

Decades after the dotcom revolution, B2C companies with a web presence continue 1o
dominate over their traditional brick-and-mortar competitors. Companies such as Amuzon,
Priceline, and eBay are survivars of the carly dotcom booen, They have gone on to expand upon
their early success to become industry disruptors.

2.3 TYPES OF B2C

There ate five popular types of B2C ecommerce businesses:
Direct sellers

Direct sellers are what mont people think of when they they hear B2C ecommence. These are the
online retail stores that either sell products from their own brand or sefl a variety of brands. For
nstance, Zara's online store sells products that specifically come under Zara's brand. Other stores
like Walmart and Costeo sell products from all sorts of brands, but they're still direct sellers.

Online intermediaries are mediators who use their websites o bring businesses and potential
customers together. Online intermediaries do not own any product, service, or brand, and their
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Notes anly job is to form a path between those who sell and those who buy, For example, Etsy allows
individuals and small businesses to sell their artistic products and services on the Etsy website
undor their own individual brands. Customers can then visit the site and make purchases directly
froey the sellers.

Advertisement-based

Advertisement-hased ecommerce sites also do not own any products or services. Insiead. they
sell advertisements for products and services that other businesses own. Over time, as these
sites grow more popular, they start to be referred to as influential websites that promote other
businesses. The Huffington Post and the Guardian are examples of this type of ecommerce model,
where both sites post ads for products and services sold by ofher businesses.

Community-based

| 1n the community-based ecommence model, businesses target online forums that are related to
the products and services they sell, and market their products there For example, Facebook hosts
groups and communities related to specific interests, so businesses can find an appropriate one
in which to pitch what they otfer.

Fee-based

Fee-hased ecommerce sites charge customers to use their websies, becaupe their products or
services can be directly accessed there, Examples include subscription-based entertainment sesvice
sites like Netflix. Amason Prime, and Hulu, or sites that offer articles and stories. like Medium.

How can B2C ecommerce benefit you over a traditional store?

Heach more customess

With a traditional store, vou can expect that most of your customers either live in your area or
have some resson to visit it While you might have customers who don’t visit in person, they
probably won't make up the majority of your business. So your primary audience is limited to
peopie with access to your store.

The “ecommerce” part of B2C ecommerce can overcome this problem. By putting your
business on the internet, vou're making your store available to everyone who's online, regardles
of where they live. This not only mnchisdes potential customers who live in your area, but also
customers across the country and even global customers if you choose to expand internationally.
With ecommerce, your primary sudience becomes everyone who can aceess your online store
and is looking for the products you sell,

Reduce your overhead costs

Every business incurs somee form of overliead costs. With traditional B2C commerce, running the
physical store alone can entail expensive ovéthead costs like rent, employee salaries, property
taxes, maintenance, atility bills (like water, phones, and electricity), and insurance, Bui the business
also has other overhead costs that aven’t related 1o the physical store, like inventory purchases
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and the warehouse space to store them, So the physical store adds cwn mor overhead o the Notes
already expensive process of running a besiness

By swilching to ecommerce. you can significantly reduce your total overhead costs, since
vou will be able to run your store entirely online and won't require & physical store.

Create detailed customer profiies

if you run a traditions! store, you may have a few trusted or favorite customers who place regular
wﬁnwh}w.Wlmmmnmm,ymmuynhﬂykmmwum&.&l
you can help them shop for their usual fems quickly, or you can convinee them 1o try new
products or services that they might be interested in, or you could even reserve highly desirable
procducts fust for them. While these are all good options to offer, you will probably only be able
& o this with customerns you actually know, which means that your other customens may not
gt the smame personalized experence.

A BIC ecommerce store can change this for you, with the help of customer or consumer
profiles. Customer profiles {or customer profiling) is when businesses use an online analytical tool
to gather data about each customer’s individual shopping interests, shopping istory, patierns,
frequency, regions they buy from, age group, occupation, how they learmed about your business,
ind any issues or complaints that they have had in the past

Using this information. you can put together a thorough profile for each customer, which
can help vou offer them all a more customized shopping experience. Additionally, the information
that you collect from each customer can help you pick out common factors amongst all of
your customers. This can further help you identify other potential customers who share fhese
characteristics, and farget them in places you know they will see, like online ads on social media.

BIC ecommerce is essentially an online verston of traditional retall storss. where instead
of walking inio a store to make o purchase, the customer just hus to go online. Processes like
placing and accepting orders and payments take place over the internet. which can make things
casier for you. Besides sumplifying your sales, B2C ecommerce can also help your business i
ways that a traditional stare can’t—like making your store avallable to everyone who's online
regardless of where they live. saving physical overhead costs. and offering all of your buyers a
customized shopping expenience. Leaming about all of thise advantages can help you understand
what running a B2C ecommerce business entails and determine whether your business can really
benefit from it.

B2C in the Digital World

There are typically five types of online B2C business models that most companies use online to
target consumers.

1 Direct sellers. This is the most common model in which people buy goods from
onfine retailers. These may include manufacturers or small businesses ar simply
“online versions of department stores that el products from different manufacturers.

2 Online intermediaries. These are liaisons or go-betweens who dont actually own
produxts or services that put buyers and sellers together. Sites like Expedia, tnivago,
and Etsy fall into this category,

3. Advertising-based B2C. This model uses free content (o get visitors to & website:
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Notes Those visitors, in um, come across digital or online ade. Large volumes of web
traffic are used to sel] advertising which sells goods and services. One example is
media sifes like Hufffost a high-traffic site that mixes advertising with its native
content. =

4 Community-based. Sites like Meta (formerly Facebook), which build online
communities based on shared interests, help marketers and advertisers promote
their products directly to consumens. Websites typically Largel ads based on users'
demographics and geographical location,

5. Fee-based, Direct-to-consumer sites like Netflix charge a fee so consumers can acoess
their content. The site may also offer free but limited content while charging for
mest of it The New York Times and other large newspapers olten use @ fev-basaxd
B2C business model,

=
»
1 ORDER
CUSTOMER B
Fig. 2 B2C Model
B2C Companies and Mobile

Decades after the e-commerce boom, B2C companies are continuing to eye a growing market
miobile purchasing. With smartphone apps and tmaffic growing vear-over-year, B2C companies
hawe shifted attention to mobile users and. capitalized on thin popular technology

Throughout the early 20108, BAC companies were rushing to develop mobile apps, jusi
as they were with websiles decades earlier. In short, sueovss in & B2C model i predicated on
contiruously evolving with consumers' appetiles, opinions, trends, and desines.

Because of the nature of the purchases and relationships between businesses. sales in the
B28 model may take longer than those in the BIC model.

B2C vs. Business-to-Business (B2B)

As mentivned above, the business-to-consumer model differs from the business-to-business (B26)
model. While consumers buy products for their personal use, businesses buy products to use for
their companies. Large purchases, such as capital equipment, generally require approval from
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dmwtnhﬂdupimmpnnyanhmahuﬂn‘mmﬁuiﬂgmwnnmﬂmﬁnﬂuﬂ Notes
that of the average consumer

Unlike the B2C business model. pricing structures tend to be different i the B2B model,
With B2C, consumers often pay the same price for the same products. However, pricos are not
mﬁhm.hmsmﬂtummwiu;nmwmm.

qummmmﬂmmmemﬂmwym
a term that referred to companies with consumers as their end-users. This stands in contrast
to buniness-to-business (B2B), or companies whose primary clients are other businesses. B3¢
mmmnﬁsmmmhlmmwpmdﬂhrﬂrmmﬂm.mmmﬂmﬂr
Facebook). and Walmart are some examples of B2C companies.

2.4 BUSINESS TO BUSINESS (B2B) BUSINESS MODELS

!!ﬁﬁm-bbuinmfﬂzﬂmdﬂhammrptudmmywmnmmmdnm

how it is functioning, and mkhqam&ﬁvuympnyhmah@mmndﬂ'hﬂpﬂﬁud
ith see and turnover,

Fig 3 Business-to-business (B2B) model

Mostly, business models consist of a few basic things, such as the design and details of the
products or services, followed by methods of selling anid finding the target sudience for the same
and concluding with how the consumers will pay and the company will benefit out of the same.

B2B is also called B4o-B, 1= a form of transaction between businesses, such as one involving
a manufacturer and wholesaler, or a wholesaler and a relailer, Businéssto-business refers o
business that is conducted between companics. rather than between a company and individual
COnsumeT. Bummlmnmmmmwmmmmﬂmdm
to-government (B20) transacthons.

Business-to-busiruss {ransactions are common in a typical supply chain, as companies
puuhumnmnbuﬂthmhunﬂmmthrmmﬂwmmm
processes. Finished products can then be sold to individuals via business-to-consumer transactions.

In the context of communication, business-to-basiness refers to methods by which emplovees
from different companies can connect with one another, such as through social media This type
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Nates of communication between the employees of two 0t more companies is cailed B2B communication

B2B E-Comumernce

Late in 2018, Forrester said the B2B ecommerce market fopped $1.134 trillion—above the $9%4
billion it had projected for 2016 i a torecast released in 2017, That's roughly 125 of the total &
trillion in total US B2B sales for the year. They expect this percentage to climb to 17% by 2023,
The interned provides a robust environment in' which businesses can find out about produces and
services and lay the groundwork for fature business-to-business transactions.

Company websites allow interested parties to learn about a business's products and servipss
and initiate contact. Online product and supply exchange websites allow businesses 1o search
for products and services and mitiate procorement through e-procurement interisces. Specialized
online directotles providing fnfosmntion about particular ndustries, companies and the products
and servioes they provide also facilitate BB transactions.

Example of Business-to-Business (B2B)

Busimess-to-business transuctions and large corporate accounis are commenplace. for firms o
manufacturing. Semsung, focexangple, is one of Apple’s largest suppliers in the production of the
iPhone. Apple also holdy BZB relationships with firms like Iniel, Parusonic and setmconductor
producer Micron Technology.

B2B transactions are also the backbone of the automobile industry. Many viehbele component:
are manufactured independently, and aulo manufacturers purchase these parts 1o assembl
attomobiles. Tiees, batteries, electronies, hoses and door locks, for example, are wsually msnufactured
by vartous companies and sold directly to automobile manufacturers, ;

With the rise of technology, B2B models have become extremely common and we often
comi across phrases like B2B services and B2B sales. It maindy refers 1o transactions or business
activities between two companies. It involves one company selling products or providing services
1o another company. In simpler language, a company is another company’s consumir.

The model is significantly different from Business-to-customens or B2C models. If yoa own
a comypany that sells products or services to another business, then it has a B28 model.

Service providers also engage in B28 transactions. Compamies specializing in property

managemen!, housekeeping, amd industrial dleanup, for example, often sell these services exchsively
10 other busingsaes. rather than individoal consumen.

2.5 TYPES OF B2b,

Like every other business types. 8 B2B business can also be classified into a lew categories. Each
company s supported by B2 providers or suppliers as well as pariners. Various types of B2
business models work in sev—! cevtons such s payroll and tax, research and development
webpage designing and SEO services. call centers, human resource and recrultment. marketing
and advertising cic As you can see. it has a wide mnge of coverage.
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Wikl the help of the intermet, 2 B2B business can easily approach other cormpanhes aut there, Notes
They can explain their products/services and the benefits of using thems through enline platforms,
In most of these models, both parties have negotiating power to some extent.

S0 here are a few types of BIB models

Customer-Centric Model

Mﬁawpunfmﬂthnrdmh-pmﬂmhﬂmtypewhﬂhmhnquw!
uﬂumd&rtheuhhuhmphu.ﬁhpwdmhlpmdﬁupﬁhjmtup&ﬂm
customers in hand to do profitable business from them again in the future,

Here customers are the main priority and they have a significant influence an the business
operations a< well as the brands that engage with them. ¥

The best example to cite this is Amazon and Flipkart. Both the leading eCommence
mm..wwmwmmmmmamhm
years of rellable service and value offered to every customer which has gained such o level of

i |

PLATFORM |

O

Buyer Centric Model

This mode! is mainly used among the big corporate companies as they have a higher rate of
purchases
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Here the buyer sets a portal where the sellers and providers quote their ways. The sellers
approach the buyer with different quotations and various bribing wards to make them understand
the benefits they are eligible for providing Then in the final stage. it is the buyer's call o choose
the most sulied company reganding its specifications and budget.

The best example that can be cited for this type of business is Walmart, Walmart has it
business all across the globe and influences a lot of suppliers based on the locations. Thus Walmart
has to set up standards of supplies and the suppliers abide by it. Generally, bidding is placed
among suppliers of the local region and the highest bidder gots to supply for the organization.

Intermediary Centric Model

Intermediary centric is a B2B type of model where buyers and sellers get together at a common
shared platform to complete the transaction. [t establishes a shared common platform to attract
buyers and sellers,

At every complete transaction, intermediary would get its share of the commission. This s
enut of the popular B2B models, which provides a common platform for both the sellers and buyers
to interact and transact with one another. This common platform is formed by intermediaries

In return, the intermediaries get thelr falr share as commission from the parties that are
involved. Many times the buyers miss out on the relevant products that are available in the
digital market. A third marketplace is not only a great additional platform but also helps in
driving out many important businesses.

For instance, eBay and OLX bring you a platform where you can connect over with potential
buyers for your product or service. You agree to the terms of the commission that these third-
party vendors would charge. For every transaction maide or sale that happened, the intermadiate
elrms a certain som of money.

Now let's focus on sorme real-world examples so that you get a clear idea about B2B businesses.
B2B Models that Can Help in Connecting with Your Trading Partrers
The direct connection B2B model
This model putlines the process in which your business s connectesd directly to all your trading
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partners for transferring olectrone documents amongst them. The IT organtzation connected with Notes
your bosiness is considered to be responisible for all sorts of business-related tasks like translation,
tracking of all documents. assisting technical support, and mapping. Once the community grows
undier this maodel. the Immediate privrity goes onto continual manitoring of communications and
managing trade partner calls o resolve thelr sues quickly.

Network B2B model

The inception of this model came into the picture when the direct model resulted in multiple
compleaties. Thereby, the companies decided to execute exclusively via a B2B Service Provider,
which was known to be a Value-Added Network [VAN), before the invention of the inlernet,
Under this madel. a single connection was established to the Service Provider who used protocols
like ASZ, SFTP. FTIPS, FTP over VPN, RosettaNet. Similarly, the trading partners connected with
the Service Provider by choosing the respective connectivity protocol that was most desirable as
per the company's requirements

Hybrid B2B model

The conjoined combination including the direct and network models gave birth to this particular
model. In a motive to save on the Service Provider transaction fees, businesses will get in touch
directly with their trading partners with whom they have the maximum volume of transactions
through the medium of the internel. Dofng this, the business is constantly benefitted from the
Service Provider for the couse of trading with a huge number of lower-volume trading partners.

Managed B2B model

This medel s a platiorm where the company outsources its entire B2B process requirements o
an outside service provider and benefits by lowering the resource needs. This also cuts down
the additional costs and complications of the process. The model works on a systemn that lets the
Service Provider recefve the business documents through a direct medium of your ERP system.
It is then responsible for activities ke mapping, translation, data centre operations, technical
support, and docament tracking. The Service Provider will deliver the ready documents to your
trading partners directly or through the network.

So this was again another kind of subdivision when it comes to B2B businesses.

Advantayes of B2B Business Models
Now let us explain the benefits of this type of business. There are lots of advantages when it
comes o these kinds of B2B businesses,

Here are some of them. Please take 2 look,

B2B businesses witness more stability, Unlike B2C models, where customers can easily
jump from one provider 1o another, business predictability is much better in B28 models. The
relationship between two business houses buyver and seller) evolve with time. BXB companies
can casily plan their revenue budget- accurately.

Collaboration in the distribution channels have to lead 1o higher customer lovalty and that
is a plus point for businesses in this field Businesses relying on other businesses for products
and services aré not fickle like the custoiners we get to witness in B2C models. Both the parties
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Notes have mutual understanding and the bayer relies on the seller for consistency in product or service
quality, dependability, value. etc.
*  Morvover, the selling cycle is shorter as well

* Owverall B2B business models belp in reducing overall expenses as well. This can be
primarily attributable to advanced supply-chain management, lower chances of errers and
undue expenditure,

& Another pro feature of this model is that |t depends on factual data for streamlining the
entire process. The caloulation of sales is much casier this way,

* From the buyer's point of view, they can get their products at a cheaper rate through online
aucthons, It is easier for them as they get so many estimates withoul even having to leave

i the office, There are so many types of B2B business models, which are highly benobicial.

s  However, it is true that despite all the above-mentioned advantages, there are some cons
such as smaller customer pool, etc, But with the right plan, you can even overcome the

SAIT.

B2B Ecommerce

Now when we have mentioned the benefits of the B2B business model, ket us provide some
further indcermation on B28 for e<ommaer e

BIB E-commerce, which has witnessed a sturdy growth graph over the past few vears.
has the potential to provide optimum efficiency, which s very much required for a business 1o
flourish. The buyer can get highly benefived from the improved quality of services as well &
top-notch customer sorvices.

Secondly, with B2B for ecommerce, there is better brand awareness. [ts job is (o spread the
word about your business and it does the same with smant planming and execution, Your target
audience would have a detatled iden about your company and its goals, products. and services.
long term plan, etc. It is noedless o say, that companien are highly benefiting from Ecommeroe
Revenue models as it is driving their sales volome. Entrepreneurs can enjoy meatier profits with
this one.

Ohigandzations can also evaluate their marketing campaigns, ROE, product mis, customes sales
effectivencss, and invertory turns through this, Bayers can enjoy the customer-centric experience
through B28 ecommernce and thus, the demand for the same never goes down,

A company’s sales team will gain traction from the launch of an ecommerce platform as
it will increase its visibility to customer orders, history, etc. It should alse be noted that this
facilitates business with multi-site capability.

Now wie hope that now you know about the bype of B2B models and the advantages. To
know more about the same. kindly follow this blog section as we come up with new topics
every once in a while,

3 26 CONSUMER TO CONSUMER (C2C) BUSINESS MODELS,

Consumer o consumer (C20) is a business model in which third-party companies facilitate
transactions for products or services between private consumers without a business participating
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o et ol of the sale Today, mosi C2C business s conducied vis online companies. Belore Notes
the Intermet, CIC transactions primuarily occured in places ke newspaper classifieds, Hve auctions,
ar garese sales

The goal of a C2C = 1 emable these relationships, helping buvers and sellers locate each
ither, Custormers can benelit from the competition for products and easily find products that
may otherwise be difficull to lecite

Thanks to the infernet, bgger inlermediary companics have fostered more C2C interaction.
The mest prominent eximples of CC include ¢Bay, an online auction site. and Amazon, which
acts as both a B2C and & C2C marketplace. ¢Bay has bern saccesaful since its launch in 1995,
and it has always been o C2C Anyore can sign up and begin selling or buying giving an early
voice to corsumers I the ecommerce revalution

WANT TO BUY PRODUCTS

EECETYES HOMIT

Note: £2€ » alse called C2B2C because the deal @ dene betwesn consumer o 4 consumer
but through a business organization which 18 OLX or eflay or other sites like these.
For example, consurmer | wants o sell a car, so b/ ste can places his/her car on a website
like OLX or eBay, while customer 2 wands 1o buy that car. So, customer 2 can contact
custamer 1 and buys the car from him/her,

C2C represents a market environment where onwe customer purchases goods from another
customer using a third-party business or platiorm o facilitate the transaction. C2C companies are

A 'typo of blshess misdel that emerged with scommarce technology and the sharing sconamy.

27 TYPES OF Q2C

There are many ecommerce platforms that help individual buyvers seanch for desired ltems
and give sellers a place with 4 built-ln mudimnce of potential buyets. Most C2C platforms make
monay by charging sellers a small fev to list their item or @ small commission on the final sale.
Examples of C2C platforms mchude:
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Auction platforms: Online auction sites let sellers list their goods at a minimum price
and then allow multiple buyers to bid on the item until there’s a winner. Bidding can
potentially drive up the price higher than if sellers listed the item at a set price, and bidders
can potentially find a good deal if there aren't many other interested bidders.

Exchange of goods platforms: There's a number of online platforms that conmect buyvers
and sellers looking to exchange physical goods —from used fumiture to artwork and
anything in-between. Many of these platforms exist in both website and app form and
even let you scarch by geographic location so you can perform the transaction in person,
Exchange of services platforms: You can also use online C2C sites to buy and sell services
such as hiring a dog trainer, a website designer, or a handyperson, or renting someone’s
home for vacation.

TPayment platforms: C2C online payment platforms exist to list goods and services for sale
and to facilitate payment for C2C sales on other platforms. These platforms may make
money by charging users a small fee to transfer carnings into their own bank accounes.

Advantages of a C2C Business Model

Eliminating a business from a sales transaction provides certain benefits to both buvers
and sellers.

Higher margins and lower prices. Eliminating the middleman (whaolesalors and retallers)
from the transaction lets sellers eam higher marging on their salis and buyers find lower
prices.

A larger selection of goods and services. The C2C model 15 ideal for those dealing in rare
vollectibles or second-hand items that would be difficult to find from traditional busineses

Convenlence for both parties, The C2C model removes many of the barrbers that prevent
consumers from using other business models. For example, the costs associatod il
starting a traditional small business are too high for many sellers, and some sellers don
even want to sell as their primary source of income, For buyers, it can be a hassle to find
reasonably priced goods and services at brick-and-mortar stores. C2C platforms eliminate
these inconveniences and make it simple to conduct business from your own home.

Disadvantages of a C2C Business Model

While buyers and sellers enjov many freedoms that come with C2C sales iransactions,
there are pome downsides to the model,

There's less quality control. Since C2C platforms don't produce and sell goods, the
platforms may not be able o regulate the quality of the products on their sites.

Payment isn't always easy. Not all C2C platforms have built-in credit card payment
systems, so payment may need to occur through cash or a separate payment platform,
which might charge a transler fee.

There are higher rates of fraud. Without the regulations of traditional business models,
C2C platforms contain more instances of scammers aiming to rip off both buyers and
sellers, Buyers should be wary of sellers who ask for non-traditional payment methads
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and can't give detailed information about their listing. Sellers should always receive full Notes
pavment before transferring thelr ilems.

2.8 PEER TO PEER BUSINESS MODELS

If the intermet has changed the way we communicate, watch TV and listen to music, the same s
so true about the way we do business. Products, services, and business models, which we could
have never thought of before, have been coming out every day. And that is especially giving
rise {0 the peer-to-peer business model. also called P2P.

The peer-to-peer (or P2P) economy is the model where two individuals buy (demand) and
sell (supply) goods directly, in terms of delivering the product or service. The seller is a private
independent individual who produces the merchandive or offers the service themselves.

Buyer and seller don’t need a firm that owns all the means of production and labor 1o
perform the whole production process, On the other hand, they benefit from companies that
operate as intermediary firms, in order to connect both sides.
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Even becouse, although this peer-to-peer concept aims for a direct connection between the
parties, with no middleman, this is not totally practicable. This connection will always have to
be medisted by some source of technology or business.

The Internet has turned this P2 economy into such a viable system, by making transactions
more accessible, quicker, and safer. And the term peer-to-peer has been caught on, indeed, with
Napster.

This file-sharing system, launched in 1999, would allow individuals to share music by

using the internet. Napster changed the whole musical scenario by connecting people who could
exchange music files, for free, The music industry has never recovered from that

But this P2P “movement”™ didn’t come down to that. It actually permitted that millions of
users could connect, making up groups, and collaborating with each other,

This P2P economy bas allowed a wide variety of business models, such as multisided
platforms, marketplaces, or crowdsourang,
Some of the most famous examples of companies based on peer-to-peer business models are:

& Uber, Lyft, Blablacar: rideshare apps, who conmect drivers/car owners and riders

*  Flvert, Freelancer, Upwork, Toptal, Guru platforms who connect freclancers and clients,
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Notes in different areas. such as marketing transtation. graphic design, and programming
* ¢Hay, Amazon, Etsy, Alibaba: sellers list their products for a small fee (or free) and buyers
*  Alrbnb, Tripping HomeToGo: the apps connect people who can earn extra income by
renting underutilized property 1o people who need accommedation
In all of them, one side of the equation provides the service (the car, the space for rental,
the merchandise) while the other side consumes it And the company delivers the platform for
making the match. will all of its structure, mechanism and regulations.

29 M-COMMERCE BUSINESS MODELS

Mobile Commerce, also known as mcommerce, is defined a5 the process of performing business
transactions using handheld mobile devices which are comnected through wireless networks
The business transactions may range from buying and selling goods. making mobile payments,
downloading audio/video contents. plaving online games, using numerous software applications
or getting mobile tickets,

The mobile devices include cellular phones. handheld computers such as palmtops or laptops,
pagers, smartphones and Personal Digital Assistants (FDA). The mobile usem can acorss internaet
through these devices without any wired connection or a computer. Powered with the emerging
technology based on Wireless Application Protocol (WAF), mcommerce employs webready micro
browsers in these mobile devices to surf through the internet anytioe, anvivhere on earth.

WAF-enabled smartphones equipped with Bluetooth technology offer i, o-tmail and phone
capabilities to the user to facilitate business transactions while in transit. Such smartphones are
becoming so popular that most business houses have adopted m-commerce as the more efficient
method of reaching to the customers or communicating with other business partners. The content
diefivery over windless mobile devices has become much faster, safer as well as cheaper. The
reservation of air/rail /bus tickets through mobile devices saves time and offers peace of mind to
numerous passengers. Such services are gradually making m-commerce as the method of choice
for pedforming digital business transactions.

For these reascns, m-commerce bs sometimes refermed to as next generation e-commer e,

Wireless Communication Technology

Mobile commerce is based on wireless communication technology. The wireless commimication
technology has emerged as the new choice of modern corporate world. The wireless networking
has some distinct advantages over traditional wired networking that emplovs co-axlal, twisted
pair o fibre optic tables for physical connection between two or more computing devices. In
wireless networking, the data transfer between computers are facilitated by microwaves, radio
waves of infraned waves,

It eliminates the cumbersome cabling process involving bulky cables with a significant
reduction in labour and material cost as well as development time The wircless networking
technology together with wireless application protocol provides the backbone of mobile commence
applications. In various vertical markets, such as retail, health care. manutacturing and warehousing,
mobile comnerce gained acteptance and provided increased productivity through the usage of
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maobile devices. The mobile handheld devices are used 1o transmit data in real time to centralized Notes
hosts through wiroless networks,

The mebile commerce that employs wirdliess technology, offers sume extra advantage over
the internet based e-commerce. In ecommerce, the mternet provides information anytime of the
day, while m m-commerce, the information s availalle anytime, anywhere, .

In e-commerce. the information is available as long as the user s connected with the
internet, Le. connected with the wired network. I the user i involved with some other activities,
Le travefling or doing some offline job. which forces him)/ber to become disconnected from the

M-commerce removes such uncertainties. Wireless networking allows the wser fo be connected
with thee wiréless internict oven if be/she (s on the move, Thus, in meommernce, it is possible o
stay onifine anywhere on earth and anvtime of the day.

The user can access inforniation instantly even if be/she is engaged in some other activities, such
as travelling or shopping, with the help of the mobile device and the wircless network or internet.
This helps the employees to make spot decisions, the customers o ask questions spontancously
and business owners to perform transactions anytime regardless of their geographical positions.

Scope of Mobile-Commerce

Maobile commerce provides instant connectivity between mobile users irmespective of their
geographical location and time of the day. With enormous growth of wireless and mobile
technology and rapid penetration of mobile phones in developing countries worldwide, the scope
of m-commerce has increased mandfold. With the advent of super fast 3G access technology that!
ensures high speed data transier rates of the order of 20 Mbps, m<ommerce is opening up new
vistas of digital media applications. 3G wechnology, equipped with WiMax and UMTS standards
for high speed mobile broadband intermet comnectivity, supports mobile multimedia application
delivery at far greater bandwidths.

Sa, it s now possible for mobile users 1o watch their favourite TV programmes or download
and view famous mavies in their mobile devices while travelling,

The scope of mobile commerce is all pervasive, and is gradually engulfing all aspects of tives
of modern day citizens, Ranging from mobile banking, mobile browsing and mobile ticketing up
to mobile-marketing, mobile advertising and mobile computing, mobile commerce is gradually
becoming an integral part of both corporate world and common people.

With the prices of mobile phone decreasing exponentially and the number of different
mobile applications incressing enormously, more and mare people will indulge in m-commerce
applications and spon it will become the preferred choice of the digital business world.

Applications of M-Commerce

M-commerce (mobile commerce) is the buying and selling of goods and services through wireless
handheld devices such as smartphones and tablets Downloading MP3 music. playing onfine
games or participating i live video conferencing while in transit have become a reality now.
Apart from such audin/video apphications, SMS-based text messaging finds wide acceptance in
day-to-day business transactions. Whether 1o display product promes, fo announce niw product
launches or to give attractive discounts, SMS have become an effective tool for mobsle marketing
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in giving instant support 1o customers in the event of any kind of product failures or delivery
delays can neither be ignored nor downplayed.

Anather major application area of m-commerce is in the field of micro payments. The mobile
devices are poised to replace the credit cards of the users in near future. The mobile phone will
replace money in the pocket and will provide a low cost, low risk alternative for credit/ debit
rﬂuiwmﬁumnmmmmhudhnmwwhphmmim with
a contact less smart card (that stores credit card information) along with the SIM card, can act
as a digital credit card, which can be used for making pavments.

ImmphynﬂFC{NthHEmmwﬂuﬁmehmﬁogﬂmmndmwnummﬂnm;
receive credit card information from the mobile device to the remaote credit card service providers
without any physical contact.

Multiple credit/ debit card information can be stored in the same mobile device and pavmenis
can be made using either of these with the help of NFC technique. In SMS-based transactional
payments, the mobile phone is used to send a PIN (Personal Identification Number) to a bank
for authorization purpose.

hhhmrﬂduﬁ&:ﬁmdﬂumw&bmﬁ.ﬂummds:mmrmqm
through an SMS from his/her mobile to the bank. The payment is done through an account
hﬂnfuh}rhblnkmdbuﬂvﬂupwumdpﬂuﬁmﬂwhmhhnkmpdm;h
successful completion of the payment. Thus, a completely cashless payment is made using the
mabile phone within 10 to 15 seconds,

Principles of Mobile Commerce

Mobile commerce is based on wireless mobile communication system, which utilises digital cellular
technology. The cellular network consists of a number of cell sites. Each cell site consksts of a
stationary base station {a radio frequency transceiver), an adjacent tower antenna (for transmission
mdmpﬁmdﬂgmh]ud:mmﬂ;nﬂhhumnﬂdupdmpﬁﬂm].&h
teﬂhlnnthdnhﬂn!ndh:hqﬂnﬁunﬂpﬂwﬁumnpmmypumﬂmmhkdwkn
that comes within the geographical range of the cell.

Whenever a mobile device such as a mobile phone or a pager, etc., comes inside a cell, it
starts communicating with the base station using one of the cell frequencies. The - base station
receives the signal from the mobile device and transmits using the tower antenna to a distant
hase station for call delivery. To distinguish signals received from different mobile devices at
the same base station, different access technologies such as Frequency Division Multiple Access
(FOMA), Code Division Multiple Access (COMA) or Time Division Multiple Access (TOMA)
are used. Whenever a mobile user tends to move away from one cell to another adjacent cell,
the cell frequency switching occurs, whereby the old cell frequency is dropped and the mobile
device is automatically allotted a new frequency corresponding to the adjacont base station The
mobile device switches from previous base station frequency to current base station frequency
lndﬁumnmnhﬂtmwiﬂlﬁrwhnsuﬁunmmmﬂmthm-mpmm. This is known
as cell handover.

There are a number of different digital cellular technologies which are used In various
mﬁlrﬂnmmhnﬂuﬁu.ﬁmmmm&wmmwmmﬂm
General Packet Radio Service (GPRS). Enhanced Data Rates lor GSM Evolution (EDGE), Digital
Enhanced Cordless Telecommunications (DECT), etc.
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The geographical location of a base station is fixed, ie. stationary and the frequency Notes
band and location of each base station are registered in the database of a centralized Mobile
Telecommuniration Switching Office (MTS0). So. whenever a mobile device changoes position
from one cell site to another, its geographical location can be easily tracked from MTSO.

Utilizing this fact, mobile commerce offers a number of location-based services. such as
tracking and manitoring of people/vehicles, identifving or discovering nearest ATM machines/
banks/hospitals/ restaurants and local weather / traffic reports. People tracking can help in criminal
investigation where the mobile phone used by a eriminal can be tracked and its location is
identifiedd. The vehicke tracking is utilized in finding out the actual position of the goods to be
delivered and heips in supply chain operation management. The local traffic and weather report
can be generated in a local office and delivered to the mobile phone of a user on requeest. The local
bank/ ATM/ hospital/ restaurant info can also be delivered to a mobile user at & minimal cost.

6. Benefits of Mobile Commerce

The main advantage of mobile commerce is that it provides instant connectivity to the mobile
user, irrespective of his/her grographical location and time of the day. The mobile user can stay
connected with his/her business network and gather information even if he/she Is in transit
and remotely Jocated away from the business installation. The same light weight mobile device
can be used for making business transactions or making enline payments round-the<hock in a
costeffective way.

Highly personalized information can be delivered in the mobile device in an efficient
manner to satisfy numerous needs of a large number of customers. The major benefits of mobile
commeTce are s follows:

Anytime Anywhere

Mobile commerre together with wireless communication technology and wirvhess broadband
internet access. keeps the mobile user connected with the intemet while travelling scross the
globe. The business information is available to the mobile user any time of the day and anywhere
around the globe. This anvtime/anywhere internet access makes business transactions more
flexible and customer communications more efficient. which in tum improves the productivity
of the company and increases customer satisfaction. The valuable market information, stock/
share prices, inventory position, defivery schedule. etc are instantly available at the fingertips.

Handheld devices, such as Blackberry, vte. work on internet mode and allow users to
mﬁwﬁ;mﬁfmmnﬂdmﬂﬂmdmiMMMmdmmtwm&u
updates. The round the clock (24 x 7) internet availability benefits many users to conduct business
transactions from their homes or from any other place while on the move and at any convenient
time Thus m-commmerce offers greater mobility and flexibility to mobile users in performing
business transactions using their handheld mobile devices

210 ELECTRONIC PAYMENT SYSTEMS

An e-payment system is a way of making transactions or paying for goods and services through
electronic methods. The e-payment systems have evolved increasingly over the last decades
due to the growing spread of internet-based banking and shopping, In line with technological
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MNotes developments, the dynamic growth of e-payment systems and payment processing devices occurs.

Due to enline transactions’ security improvement, incredible convenience. and timesaving
features, the percentage of cash-involved transactions continuously decreases.

E<ommerce and m-commence are becoming more sighificant year altes year. Customers gel
accustomed 1o fast, simple. and easy payments. They seek convenience and became impatient
and easily discouraged when any extra effort Is necessary, And what's more important - they
perceive convendence in different manners, Some will choose digital or mobile wallots, some -
credit cards, and the others will look for some niche or local payment methods

For this reason, implementing various e-payment systems is absolutely o must-have. Either
in online or offline stores.

Types of E-payment Systems

Without a doubt, the mont papular &-paveent systems in Burope are electronic wallets and Visa
or Mastercand credit or debit cands.

Apart from thein, Jocal debit or credit cards, bank transfers, mobile apps, mnart cards, Al
based payments. or bitcoin wallets tend to crop up. Keeping your eyes open to e-payment systems
development ks essential from the merchunis’ pesspective. It con creale lmilless posaibilities to
reach new customens and expand your business.

Therefore, let's look at the e payment syslems cutnimens came to ke the most

Elecrronic wallets

Electronic wallet is a type of electronke card which s used for transactions made enline through
@ computer or & smartphone, s gtility s same as 0 credit o deblt card. An E-wallet needs to
be linked with the individual’s bank account o make payments.

E-wallet is a type of pre-paid accoanl in which a user can store his/her money for any
future online transaction. An E-wallet is protected with a password. With the help of an E-wallet,
one can make payments (or groceries, onfine purchases, and Aight tckets, among othem.

f-wallet has mainly two components, software and information. The software component
stores personal information and provides security and encryption of the data. The information
component i 4 database of details provided by the user which incudes their name, shipping
address, payment mithod, amount 1o be paid, eredit or debit card detalls. ete.

Feir solting up an E-willot sceount, thie user needs o install the software on his/her device,
and enter the relevant information required. Aftér shopping online, the E-wallet automatically
fills in the wer's information on the payment form. To activate the E-wallet, the user needs to
enter his password. Once the online payment is made, the consutmer s not required to fill the
arder form on any other website as the information gets stored in the database and s updated
automatically.

In short. an e-wallet is electromic storage where castomers put their credit or debit cands
data which they use afterward without the need 1o hold a physical card at hand,

Mobile wallets or mobile apps

Digital wallet and mobile wallet terme are intberchangeable for some people. Yet it's good to
know that a mobile wallet & a specific category ol the e-wallet payment syitem. The difference
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between them comes down to the device through which the wallet is accessible. Digital wallets Notes
can be used on any device. while mobile wallets - through a mabile application. The most popular
ones ane aylal, Apple Pay, and Google Pay.

Credit or debit cards

Debit and credit cards are both used to pay for goods or services without paving in cash or writing
a check. The difference betweon the two Iy where the maney 1o pay for the purchase comes from

When you use a debit card, the funds for the amotnt of your purchase are taken from yous
checking sccount in almost real ime. When vou use a credit card, the amount will be charged
to your line of credit, meaning you will pay the bill at a later date, which also gives you more
time Lo pay.

Advantages of a debit card
* Inaddition to the converdence if you don’t have cash readily available, debil cards have
sevieral advantages for users,

*  Avoid increasing your debt. Using a debit card insivad of a credit card s a good way 1o
decrvase your chances of getting into debt. This payment methiod should keep you within
vour budget and from spending all of the money in your checking secount. If vou ever
do spend mare than your chiscking sccount allows, vou may be charged an Crerdralt or
Retumn Fee from vour bank,

* Dbt cands give you easy access o your cash, You can use vour debit card to withdraw
cash from ATM machines. Some retail stores will also allow you to get “cash back”
charging more than your initial transaction to your checking account and giving the cash
to you with your receipl,

* Pay now to avoid a Bl later, Since the money from a purchase you make with your debit
cand is taken divectly out of your checking account, you don't have to worry about a bill
coming your way at the end of the month. This also means that you don't have lo worry
about inberest accumudating on that bill, Using a debit card is a great way o control your
spending, just be careful to avoid Overdraft and Return Fees!

* It can often be complicated to decide when it is best to use each card For everyday
purchases. consider using viour debit card because vou will ses the money laken out of
your checking account right away, For biger ibema. such as & rental car or hotel roomn, you
could use your eredit card so that you can save up money by the tithe you have 1o pay.

Advantuges of u credit cand
There are several benefits of having and using a credit cand.

*  Credit cards ghve you extra time to pay for parcheses. At the end of your monthly credit
card cycle, you will receive a bill stating how much vou owe for purchases made in the
‘last 30 days. Depending on when you made the purchase, you have up to a few weeks to
pay vour credit card bill. Technically, vou are onlv required to pay the minimum fee cach
month biit this could lead to future debt.

*  Forexample. if vou spend §1,000 in a month but only pay your monthly minimum payment
of 815 and vou spend again next month. vou are likely to fall inte 2 debt trap. Each month
that vou don't pav off the entire bill, there will be 3 certain amount charged for interest by
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the credit card company. A helpful tip is to pay off as much as you can each month to cam
better credit-and avoid building up debt.

Credit card use builds your credit history. Each time you purchase something with your
credit cand and then pay It off on time. your credit history will build up. Building good
credit is important when you are taking out a loan, buying a car or house. etc. Paying off
your credit card bill each month will show that you are capable of paying off debt and can
help increase vour credit score,

Convenient for emergencies. Having a credit card b very useful and convenient when
there i an emergency. If you suddenly need to pay for a repair in your house, you can put
the charge on your credit card. In this case, you probably did not plan for this expense, so
your credit card company will extend vou eredit until you pay the bill at the end of the
manth. Again, this glves you a litthe extra time to pay for something you weren't expecting
1o pay,

Benefits of having a Debit and a Credit card

Many people have a debit card and a eredit card. Since each card has a different use, they ubilize
the unique advantages and differences between debit and eredit cards. Instead of choosing between
one or the other, consider getting both!

Bank Transfers

Bank tranafer [or wire tranaler) s a pavenent method that allows consumers to transfer
money to a bank account around the world. The consumer is provided with a unique
reference number and details of the bank account where they can make their pavment.

The consumer will then complete the transaction in any way they prefer to pay. This
payment can be made by telephone, mail, or through their online banking package.

Bank transfer s very advantageous for shoppers who do not have a credit card, or do not
want to use it to complete a distance sale payment through internet, telephone, or mail.
Bank transfer is also a very safe and secure pavment method, as both account holders must
have a proven identity and there is no possibility of a chargeback.

In general, the process for bank transfer transactions consists of three steps for you

Providing us with order detailu (Reference)
Consumer executes the bank transfer using the information provided by vou and us
We match, report and remit the funds to you

We maintain local bank accounts in the countries where the Bank Transfer payment
method ks normally used for purchases In these cases, the consumer will be making a
bank transfer to a local bank.

In the cases where we do not have # local bank sccount, the consumer will be informed
to make the payment to the bank account located in another country. At present Ingenico
offers such international bank transfers only for some EUJ countries and it is possible to
usie the only euro as a transfer currency. In case you interested in some specific countries
or currencies which currently are not presented in this documentation please reach out to
FOUr account manager.
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Bank transfers arc safe and secure, fully electronic funds transfers between banks’ accounts
The strongest bond to internet banking is observed in Poland, the Czech Republic. and Estonin,

Direct debit

Direct debit is & kind of payment instruction for your bank. On the grounds of this instruction,
your bank transfers funds from vour account 1o the account given. Direct debits are a convenient
and time-saving way to settle recurring bills or payments.

E-cash
In layman's terms, the adea of e-cash or electronic cash derives from cryptocurrency. The
information regarding curmency is downloaded and stored on the computer hard drive and stays
there until the payment is made.

The term was coined by David Chaum, -a ploneer in cryptography and the inventor of
digital cash.

E-check
As the name implies, e-checks are the digital versions of paper ones. Thelr purpose remains
similar - they are used to transfer funds within given accounts.

QR codes

OR stands for “Quick Response ™ These codes are the most popular 2D barcodes, sasily readable
by all types of smartphones. The code lines contain all the necessary information regarding the
transaction and the merchant — everything you need 1o complete the transaction successfully,

Wearable/payable devices

Considering that customers appreciate the convimience, altermative payment devices’ popularity
proliferates. Smartwatches or wristbands enabling making payments at the grocery aren't shocking
these days. Such devices are connected 1o the customer’s bank account and work as a contactless

payment tool.

Benefits of using an e-payment system
® E-payment systems vividly improve our banking experience. The Covid-19 pandemic
converted even the maost “cash-loval” shoppers into electronic money users. For that
reason, merchants have 1o adopt various e-payment solutions to mest the customers’
growing expectations.

* The increasing popularity of the NFC wechnology and biometric security lavers makes

e-paVMEnts sven more secune and convenient.

¢ Customers and merchanis have become more open 1o “non-cash” payments, as their
benefits are hard o ignore.

Among the most crucial ones ane:

*  Lack of grographical borders and limits. Tailored-made checkouts help merchants reach
more clients from all over the world, thus increasing sales profits.

Self-instructional Matenal

Notes

un



Notes *  Faster payment processing, If's because transactions are made in seconcds (with one click)
without wasting customers” Hime.

* Convenience. Customers can pay for ftems on an e<ommerce websile 24/7. They only
necd an imtemet-connected device. As sumple as that!

*  Lower transaction costs and decreased technology expenses.

. &qpﬁymﬂhhgﬁlmﬁﬁlhlgpaymm:;thﬂehdtvmduﬂmgm;ﬂaﬁhpﬂi
tend to simplify integraton processes to make e-payments widely available

o Saphisticated security layers and the mest advanced fraud prevention tools. The
abovementioned elements, delivered by payment gateways and payment providers, make
electronic transactiones safe and hasale-free for merchants and costomu s,

* Sounds great, so are there any drawbacks then?

* A thrent of fraud & the biggesl spoon of tar in a barrel of honey. In line with a dyiunic
increase in online purchescs, flaud attacks are on t rse.

However, the tisk should b under control Uf you follow the security rules (both from. the
mercharit and customer sides). Sensitive data breaches and the risk of identity thefl pose a severs
threat as well. Again, o seoure payment platiorm mitigates the jropandy.

Therefore merchants should ensure they cooperate with & rellable pavment processor.
Customens, in turn, should pay attention to where they leave their financial data. For some, the
lack of anonymity might be percelved as a problem.

Yet, letting your data be stored in the database of the payment system seems to be a
reasonable price for such extreme convendence as paying from your couch, Internet wocess s a
must. Though, nowadayy, a 24/7 internet connection is an essential thing,

2.11 WORKING OF ONLINE CREDIT CARD

A crodit card s a physacal card that can be used 10 make purchases, pay bills or depending on
the cand, withdraw cash. The simplest way to think of a credil card is a8 & type of short berm
loan. When vou open a credit card account, your credit card company gives you a set credil
limit. This is essentially an amount of money the credit card company allows you to use to make
purchases or pay bills.

Herw are some fmpotant stieps

1. Making the purchase

The customer finds a product that he or she likes and decides to make the parchase. The customer
can use & credit card to pay for the jtem in the store, through an onfine payment gateway, by
phone, or by mdl.

2. Entering the transaction

The credit cand bs swipéd or dipped uslig a secure credit card reader, or the card and transaction
information is manually entered using a virtual terminal. For ¢Commierce transactions, the
cardholder keys in the payment details on a hosted payment form on the website.
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3. Transmiiting the data Notes
The credit card data is encrypted and transmitted for approval as the terminal, POS syatem, or
securne payment galeway & connected o the processing network
4. Authorizing the transaction

Once the data is transmitted, the credit card issuer can approve or decline the transaction. This
1s hased on the validity of the card, the amount of the transaction, as well a8 the cardholder’s
available funds

5. Responding to processor and merchant
if the transaction ts approved, the processor and thie merchant receive an authorization response

6. Completing the transaction

The merchant completes the transaction by issuing a receipt 1o the customes. For eCommerce
orders, the misrchant then prepanes to ship the ems to the customer.

7. Submitting a batch closure

The merchant completes the credit card paymsent process with a batch closare. This clises out the
transactions that have been processed on that day. The processor’s acquiring bank then collects
the funds from the crechit card ssuers.

8. Depositing the funds

The processor’s acquising bank then deposits the funds into the merchant's business account. This
typically takes up to 48 hours. In addition 1o the steps outlined above, click here for information

sbout how payment gatewavs work

2.12 TRANSACTION SECURITY

Transaction Security is a framework that intercepts real-time Salesforce events and applies
appropriate actions and nolifications based on security policies vou create. Transackion Security
manitors events sccording to the policies that you set up.

Transaction security ensures that users that attempt 1o run a transaction ane entitled o do
50, You might come across the alternative terms of attach-time security or bransaction-attich
security to describe trarsaction security. Transaction securitv is the most fundamental form of
security checking that is required to sevure a CICS region and its application; you should alwavs
etable tratsaction security. Without transaction security, any user who hay sccess to CICS can
run any transaction without cven nedding to sign on.

The security section of the documentation assumes that transaction security is enabled *

Transaction security checking applies to all user transactions and CICS transactions in
Category 2 (Category | and Catepory 3 transactions are not checked.) You cannot tum transaction
security on or off for an individual transaction.
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Notes The XTRAN system initlalization parameter controls transaction security. CICS lssues an
authorization request for every tramsaction, regardiess of how it was started. The user 1D that is
used for authorization is the user [ that is associated with the request. For details of user 1Ds,
#0¢ How it works: identification in CICS.

CICS and RACF process the authorization request using profiles for each transaction in
RACF resouree classes. You define these profiles either in the default RACE resouree clesies fog
CICS (TCICSTRN or GCICSTRN), or in your own classes. The CICS transactions, except sample
transactions in Category 1 are gerwrated in the designated groups when you inftialize the CICS
system definition data set (CSD) or during installation. You identify your sransactions to RACE
using the transaction names that you have assigned to them. See How RACF implements CICS
security classes for more information about the RACF resource classes,

The currently active transaction profile fs used for autharization checking. To understand
this, ser Refreshing profiles for SETROPTS RACLIST processing.

To set up transaction secerity:
* Set the XTRAN systeu initialization parameter. Always have XTRAN on,
* Set up RACF profiles to specify which user is avthorized 1o run a transaction.

2.13 WHICH BUSINESS MODEL IS MORE SUCCESSFUL?

We have discussed the two business models-Pure business model and bricks and-clicks Business
model. Both these models have thelr distinctive advantages and disadvantages, It is very difficult
to pin point the mode! which is more successful. But it has been established that bricks-and-
clicks business models have out performed the pure business models on the following sspects:

() Acquisition cost of customers: Businesses have 1o incur costs to acquire customers e.g.
advertisement cost. The acquisition cost of customens in pure business models is moro
as compared to bricks and-clicks business models. This is due to the reason that pure
business models may continue incurring cost to acquire customers, which may go waste
if it is not noticed by customers.

(i) Conversion Rate of Visilors The conversion rate of visitors into actual customers is
more in bricksand-clicks business models as compared o pure business models.

{1ii) Customer Maintenance Cost: Businieesss have 1o incur cest to maintain their customers.
The customer maintenance coat in pure business models is more as compared to bricks-
and-clicks business models because customers tend to have less loyalty towards On-line
stores which they have not basically seen.

As on today, the bricks-and-clicks business models tend to do better than pure business

models because of the fact that bricks-and-clicks business models benefit from established brand
name, existing information systems, and marketing arrangement with suppliers.

Launching a Business On the Internet

Launching a business on the Intemet is really a complex task which requires a systematic approach.
For launching a business on the Internet. the most important task s b build an ecommene sibe.

Building a successful e~ commerce site requires a thorough understanding of business, technology
and soclal issues.
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Site development process refers to all the activities used to create Website in an organisation Notes
and the processes of their accomplishment. A Website may be developed following different
approaches. The lite cycle approach is the oldest and most widely used approach of Website
development. A Site Development Life Cycle (SDLC) s a logical process used 1o plan, execute
and control site development projects. Website development life cycle approach is a methodology
for understanding the business objectives and deslgning an appropriate solution

Fig 4: The Various phases in life cycle Approach

The major phases involved in the Wiebsite development are referred to as Website Developmient
lite Cycle. The life cycle is divided into phases because each one has specific activities and
deliverables produced from those activities.

Before moving ahead 10 the next phase, it should be ensured that all the activities and
deliverable of the current phase are completed. 1t is a phased approach 1o analysis and design
to ensure that sites are best developed.

Each phase of the development process must have well defined obfectives, and al the end
of each phase, progress towards meeting the objectives must be evaluated. The development
provess should not continue until the objectives of all prior phases have been met. The life cycle
approach demands a systematic. sequential approach fo site development that begins at the
planning level and progresses through technology infrastructure, design, marketing, fulfilment,
maintenance and enhancement, and feedback phanes

Although. adopting a life cycle approach to develop a Website does not guaraniee sucoess.
bt this approach is far better than having no plan at all. Life cvcle approach also helps in creating
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Notes documenis to communicate the objectives of the site, important milestones, and the utilisation of
resources to senlor munagement. The various phases involved in ecommerce Website life cycle
are shown in Fig. 4

214 THE BUSINESS PLANNING AND STRATEGIZING PHASE

The first phase of life cycle approach ts— Business Planning and strategizing phase. Planning &
deciding in advance: What is o be done? Why it is to be done? When is 1o be done? And By
whom it is to be done? In other words, plan is an intention or a proposed means of achieviog
something

Types of Plans

To have a successful Online Web venture, the following plans should be developed:

*  Business plan: The buginess plan is developed to set the goals or objectives of the busines
as well as o estimate the start-up and ongoing operating costa.

* Website design plan: The Website Design plan is developed to make the Web not on'y
customers-friendly, but alsn to incorporate the olyéctives of the businesi plan.

¢  Marketing plan: The marketing plan is developed 1o define the target customer and how
to best reach and serve them. The marketing plon ks a key component of business's strategy
for success. It summarizes the "who, what, where, when and how much” questions of
company marketing and sales activities for the plamning yesr. To develop the proper
marketing plan, the business owner must understand what separates his products from
that of his competitors. And more importantly, what do these differences mean to the
target buvers. Positions is the perceived value of these differences, and the goal should be
1o effectively communicate the importance of your unigueness to those most interested in
your offerings. In some cates, there may be litihe or no difference betwoen your prodincts
and others, or the differences may be very difficult to communicate fe.g, Coke and Pep ()
The challenge in that case is to create same differences through your positions, and then
use that identity to influence buyers.

* Financial plan: The financial plan is developed for Anding funding, of needed. and bow it
will be spent. One business reality & that money s needed to cam more money. Resources
are required o buy equipment, supplies, procure or manufacture products, packaging and
marketing. Financial plan should include finance required 1o buy all the assets required in
thie business, to maintain inventory levels, and to support the business in case the business
does not produce the desired results.

* Management plan: The management plan is developed to form daily operational schedule.
It indicates which team metmber will carey out which duties

® The first stage is to develop the concept for the new business as clearly as possible. This
cari take months, but irrespective of time required to develop the concept for the new
business, it needs to be thorough. Dot.com fallures have increased in recent vears jusi
because of the fact that they started the ¢-businesy with hall baked concepls and poorly
thought out revenue models. Strategy may be defined as a plan or tactics for achieving the
goals. A business plan isa road map for the development and operation of e-business. You
wonld not think aboul setting off on a trip without the knowledge of distance, a plan how
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£ et thire, and a4 road = ap to ensure that vou do not get lost. Similarly, a business plan Notes
does these things for the company, and more. A plan may be defined as blueprint of the
company, an outline of bustress (dea, an a document that describes how business will be
mulitble

A brsiness plan may be considered as a written document that identifiess 2 company’s
goals, and outlines how the company intends to achieve the goals. The successful development
of ebusiness i all about planning. The road map to any soccessful business venture is a good
plan. Unfortunately many businesses develop their e-businesses without a clear understanding
of why they should have a e-business in the first place. These mistakes are costly to rectify once
the e-business hos launched

Bursiness planning is all about deriving satisiactory high-leve] answers to the following
questione

s How do you create value for vour customers?

®  Can vou capture any of the value you are creating for your customer?

® In the custorner base large enough 1o sustain a business?

* What is your differentiation? What makes you sustainable?

® I the business repeatable? s this an ongoing business or an one time event?

s What i your business madel? It may be sales and service, manufacturing and distribution,

design and licence, or something clse.

& Do vou fit into any existing supply chain or value chain?

®  Is the business scalable? i you are expanding what is your path for growth?

Formulntion of abectives Is often a difficult, fiezy, and intuitive process. But le aim of the
planning phase is to state clearly the objectives of the proposed business. Planning is a dynamic,
continuous process that involves constant balancing of opportunities and resources. Planning s
very crucial phuse hecause this is the stage when decisions are made that affect the other phases
of the life cycle

In this stage. business analyses why it wants to launch e-business The usual business
objectives include:

o Selling of products snd service

»  Purchasing of supplies and services.

*  Customer seivice oF Support.

= Enhancing brand image.

¢ Finding business leads

o Heducing operational cost and/or saving money with more efficient Intermet tools.

s Improving communication with employees.

After identifying the goals of the e-business, the business must determine the group of
Website users. The Website wsers ar the single most important factor influencing the launch of
e-business. An e-business must be Liunched based on what the users actually want because this
influences all other factors. The most common errar Weebsite planners make is they design sites to
mieet their own needs, ignoming or failing to give priority to target audience. For example. more
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Notes emphasis may be placed on initial sales, giving short to follow up costomer service or dealing
with suppliers. The key components in a business plan are:

Product: Thoice of product indicates how well the entrepreneur undenitands the needs of
comgany's potential customers: As the products are displayed on the monitor only which cannot
be felt or touched by the customer, the way thise products are displiyed on the mommtor i very
erucial. For doing business on the Internet, looks of the product are very important. Cholce of
product also depends on the fact whether the object of the business is (o stay for a long term or
short term. For example. the product offered may be valentine day's cards which are sold only
once in a year. This may be good for a short-term. But if the objective ks 10 stay for a long-term,
the product should be one which is used throughout the year.

Phase | of venture formatlon and development process is all about recognizing opportunities
and shaping them into business concepts that have a chance o grow and prosper,

With high-potential, new venture concepls can be ultbmately destroved through poos
buskness execution great execution cannot rescee a hopeless concepl, Innovative mew busimesses
with high impact potential will genevally exploit the changing business environment. These new
opportunities are built upon the identification of one or more of the following:

(@) New or underserved market

{b) New product or servicoe

(e} New channels o market

Suocesstul new businesses become <o by either flling a new or underserved marlet need
or by filling an old one better. The new market needs tend to have thelr rools in shifting

demographics, psychographie, or changing laws. Changes in technology generally alter the means
by which markets can be served, but do not create market needs.

*  Market: The Market size data indicates whether sufficient potential exists to pay back and
whether potential market s large enough to support the product.

s Management team: The background and experience of cach member of the mas seaent
team is kiey to the success of the venture.

* Competitors; Who are the key players in the market and what they are doing? What
the objective of their Web presence? How does your company fits into this ares today
and in the future? And in case these Is no competition; the reasons for nan-existence of
complotion must be evaluated.

* Potential customers: The business plan mustevaluate the needs of the customers; what part
of target market has Internet access, and their typical conmection speeds and equipment
capabilities. Plan should also indicate whether potential customers be found On-line and
if they are On-line what i it they would be willing to buy On-line.

*  Marketing: After verifying the existing markarting effort, print and broad cast campaigns.
a continuity plan may be developed to strengthen and extend the company branding. A
morithly e-madl newsletier or may be an Oneline coupon can be used to build client throst
and customer loyvalty.

s Scheduling and planning milestoness An e-business plan alio includes the schedule
to launch the components of the plan and the order in which it is to be launched. For
instance. when creating a new Website. plan must consider the availability of entrepreneur
to participate in the process and time for development and user testing. New business with
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product should be launched only after informing the buyers.

* Measuring success: An e-business plan will also include measuring the success of the
plan. It must be verified on continuous basis whether the site s meeting the proposed
Boals and whether the business is staying ahead of the competition.

* Project budget: Alter examining the wants of the users and how to achieve this, the
business must then assess whether there are sulficient funds in the project budget to
achieve this. In case the sufficient funds are not available, the business may plan the user
requirements but decide to stagger the launch of various parts of the Website In order to
mianage the budget more effectively.

® People planning: Poople are the key to the success of 8 Website As Web development
nvolves such a diverse range of skills, a talented team of people working together is
crucial to the sucress. Website development requires people with valley of specialisations
who wark together to produce & Web. Although people with technical talent (the Web
servers administrators and implementers of HTML) are important, but Web developers
and producers (whe develop Web information well) are not ess important,

= Pricing: Pricing must reflect not only the costs fo produce the product or service at the
expectied valume, but also the value which the customers place on the products offered.
Price is a way 1o differentiate the proposed business from others, especially in the consumer
mariet, ;

* Promoting customers loyalty: The business plan should also include measures to cultivate
measures to ersure that they continue to do besiness with the company. For example.
writing or calling a customer or clierd immediately after a transaction and thanking them
for their business.

* Delivery of products: The business plan should also consider not anly how the products
will be packed. shipped, delivered, but also the ways in which sales retums would be
handled. The various aspects related to delivery of product such as weight, size, durability
of the product, costs, ete. should be duly considened at this stage,

¢ E-Commerce business model: A business model is the method of doing business by
which a company can sustain itself, ie. generate revenue. The business model spells out
how a company makes money by specifying where it is posttioned in the value chaim.
Altwrnatively, a business model may be defined as o st of planned activities (sometimes
referred to as business processes) designed to result in a profit in a marketplace.

Why a Business Plan is Required?
Business plan may be required for the following reasons
(1) To acquire funding: A business plan may be required to acquire funding An existing
firm may be secking funding for an ecommerce Initiste from a bank. the financial
markels (e, an initial public issue), a prospective business partner, or from an inbernal
2llocation of funde All these parties would like to study the business plus to check the

feaxibility of the project
(i} To acquire other resources: Sometimes il is not just a bank that wants o soe a business
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Notes plan. A prospective landlord, equipment supplier. or application service provider may
want to see a viable business plan before entering imto a business pastnership with
buasiness owners.

(iii) Recruitment of senior management: Anyone truly capable of — leading a start-up or
exinting team into a digital future will want 1o ser a businiss plan that explains the
business idea. Therefore, plan should be made before starting thie ecruitment process
of senior managers.

(iv) To make business owners a better business owners: Committing business idens to
paper results in improvement in the ability of business owner to create and manage the
business. The process of writing the plan forces the business owners to think ahead, set
goals, anticipate problems, and set some measures for thelr success

(v} To make arealistic approach to the business: By nature, business owniers are optimists af
the start of any project, happily sesing a smooth road abead to their destination. Witing
a business plan puts & good dose of realism into the picture. Business plan activities such
as sevking out and analyzing competitors, Aguring out how 1o reach the target markets
and comparing projected revenue streams against realistic expense stalements increases
awareness of the bumps in that road. Identifying problems is the first step to aveld or
minimize them and a business plan enables in doing that. E-business plan enables to
anticipate the time and cost of Internet projects and create a strong, foundation for future
projects.

(vi) Te decide not io develop business: Sometimas the most suctesful outcome of a butines
plan is a decision nol to procesd. Researching and writing a plan can seveal the realities of
tough competition; a small larget market, or an income and expense stalement indicating
hosses. Many owners of falled businesses would have saved considerable time, money,
and sources if a proper business plan had been done.

(vii)To keep the business owmers on track: The process of writing goals, objectives,
manufacturing plarns, distribution plans, and financial statements sets targets. These targets
may be considered ad yardsticks against which actual performance can be messured.
This provides the ability to compare actual results with anticipated goals

Infrastructure Phase

Infrastructure may be defined as: Technologies, standards, methodologies, amd practices that
vnhance business-to-businiess inberoperability on electronic commernce.

The infrastructure of an e-business identifies the functionalities of the hardware and software
components, that is usually shared by many applications. This phase also wly on management
procedures (¢ g softwiare distribubion, backup, recovery, and capacity planning) to provide reliabile
and efficlent services lo customerns. Comimwree servers, transaction servers, database servers, and
Web servers are typical hardware and software components used by e business applications.
Hardware components include standard pieces such as servers and networks as well as specialized
hardware devices such as proxy servers, load balancing systems, firewalls, encrvption devices
and interactive voice nesponse units,

Given the nature of the electronic business, some quantitative information about the busitwss,
the functional model of the applications, and the architecture requirements. one should be able
o specify an infrastrocture that meets the requirements at minimum cost. The infrastructure
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needed to support an e-business depends on the lollowing factors: Notes
®  The business model supported by the site.

» The expectation regardimg the orders/day and average and peak volume of business
transactions.

* The tvpe of customers expected to visit the site.
= The category of e-business in which the site intends to specialize (B2R. BIC, or C20).

* The type of operating system, Web server, commerce server, database management
system, payment system, and proxy servers used by the site.

® The kind of third-party systems used by the site.

*  The service level agreements in terms of availability, performance. and security.

*»  Aggregate bandwidth at the site location

* Redundancy available at the site (eg. server redundancy, uninterrupted power service,
RAID disks, and multiphe Internet backbone proceduns).

Cibiectives of E-commerce Infrastructure

The design of the infrastructure for electronic business and services should focus on the following
factors:

e Performance: In a large Internel retaller stote, customess may be locked out of the site due

to surge in shoppers during a sales promotion and may find the following message while
trying to access the site :
*Due to enormous turnout, the checkout lines are currently full. Please try again later”.
To avoid losing sales and customers, clectronic business sites must be fant and reliable.
Performance problems may arise in many points of the Web. They may occur at the end
user because of the obsolete system technology or due to the lack of the bandwidth of
thie link to the ISP, Inadequate server and network capacity may cause extra defays at
the ISP, Excess of traffic may bring congestions and delays at backbone providers.

o And finally, performance problems can be found at the ecommerce site. The execution of
4 Web transaction places demands on many site resources (e.§. servers, LAN«, databases)
and sometimes demands information, such as banners, authorization, and certification.
from other sites. All these factors together compound the performance issur in e-business
applications and demand techniques and tools to analyze and understand system
behaviowr.

» Availability and maintainability: No customer would like to see this type of message
while accesiing an eléctronic store on the Weeb, “we are sarry, but the store is temporarily
closed. We expect to be back soon.” Availability is one of the service level goals of any
e-business. Low availability can cont an e-business lost revenue, reduced market share,
and bad gublicity. High avallability can be achieved through infrastructure reliability and
saftware robustness.

* Geographically separate sites with maltipie levels at each site, multiple machines at
each level, load balancing mechanisms, and redundant networks is the starting point
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toward high availability. Permanent system monitoring and measurement procedunes
can anticipate problems and enhance availability. In e-commerce environment, the cost
of maintenance and administration is very high and can vary from two 1o twelve times
the hardware cost. The messages like “The site is under maintenance right now. Please
come back later” are unacceptable for customers of electronic stores. The key concept of
maintainability is the case of replacing or upgrading software and hardware components.
In the Web, e-business should be able to replace and upgrade components of their
infrastructure without disrupting customer services,

* Scalability: An e-business infrastructure is said to be scalable when it provides adequate
service levels even when the work load increases above expected levels. The infrastructure
of e-businesses should be designed in such a way that information services scale with
demand.

* Sites grow in two ways namely, scaling up and scaling out. Scaling up in achieved by

replacing servers with larger servers. Scaling out is achieved by adding more servers o
the site.

Components of E-<commerce Infrastructure

Server refers to a computer on a LAN running administrative software that controls the acorss
to the network and it's resources. such as printers and disk drives, On the Internet. server is
computer or program that responds to commands from a client.

A component is a modular unit of functionality, accessed through defined interfaces. The

main components of an infrastructure for electronic business have strong influence on the quality

of service. The main componenits of an e-commerce infrastructure (including both hardware and
software) and their roles are

* WebHTTP server: A Webserver is any machine on which HTTP server program ks running,
It i a combination of a hardware platform, operating system, networking software, that
uses HTTP to serve HTML document and associated files as and when requested by a
client.

¢ Application servers: An application server is any machine on which am application server
program is running. It is the software that handles all application operations between
browser-based customers and company’s back-end databases. In general, an application
servers and/or database servers,

* Transaction and database servers: A transaction server provides a seamless environment
that integrates all the components which are required to execute transactions, such as,
the database system. operating system, and communication system. Transaction servers
guaraniee performance, reliability, and scalability. It consists of three major funciions:

(a) An application programming interface.
(b) A set of program development tools.
(e} A system to monitor and control the evecution of transaction programs.
* A database sever is a network node dedicated to storing and providing access to shared

database. It evecutes and manages transaction processing applications, {ssuing SQL
requests (o the database,
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* Mainframe and high end computing systems: Mainframe = a Computer with a large Notes
randam-acress memory, processor with a good speed (GlgalLzor MH2), are the components
of e-busbness infrastructune. The nemaining hardware Includes high resolutbon monitor, 4 I
menase, and a faster modem with mere bandwidth

& Proxy server: A prosy server is a special type of Web server. 1t is able to act as both a server
and a client. A proxy acts as an agent, representing the server to the client and the client to
the server. A proxy acoepts requests from clionts and forwards them to Web servers, Once
A proxy receives responses from remote servers, it passes them bo the clients. 1t improves
the Web performance, scalability and secuniny,

* Internet service provider (ISP} Internet service providers (15Ps) have an important
contribution to the quality of service offered by e-busingss. Fhysscally, merchants and
customers connect to an ISP, which in tum connects to one or more backbone network
providers

* Depending on the ISP installed. capacity and traffic, performance problems and delays
may occur al that point of the path between customers and business, contributing to an
Increase in response Hires.

Infrastructure Cost

Estimating the infrastructure cost of e-business is an important step toward a quantitative analysis
of issues such as Return on investment, cost per transaction and Service level agreements. The
cost of operating a e<commerce sfle can be substantial and includes:

*  Cost of mite development staf,

o Costof infrastrocture that includes hardware, software, and network services 1

* [Initial costs o st up an ecommernce site. '

Infrastructure costs include the following

* Capital equipment costs: Capital equipment costs include the costs of equipment that
make up the site architecture, Le. servers, disks, LANS, routers, switches. and firewalls.

* Network costs: Network costs include the costs of connecting the site to an ISP,

» Operational costs: Operational costs include those costs which originate from the operations
needed to kewp the site up and running These include pemonnel. facilitien, netwiork
operations, mainlenance, unirterrupted power supply. heating and air conditioning, and
building rent.

& Security: Securily s an important sttribute’ of ecommence Mechanisme and protocols
used o support securlty may impact system performance. The throughput of Web servers
can be reduced significantly swhen they have 1o deal with secure sessions, which requires
compute-intensive computations.

Design Phase

Design phase consists of all the activities that ensure that page elements, colours and graphics all
‘work together to provide an enjovable experience for the customers while projecting a professional
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Designt of a Web project is the next most important and popular Web development phase.
The focus of the design phase is to ditermine how the Website application will meet the objectives,
to answer the question, "how it will do what it must do?" Design |s all about communication.
Wih design is no different. The sale process starts from the very moment the visitor looks at
the website. First impressions are very important. If the site has weak design, nsers create a bad
impression of the business or Website. Design is the process by which a Web designer, working
within the Web's specification, makes decision about how Wb components will sccomplish the
Web's objectives. Web design is the process by which a designer or a team of designers aeate a
concept with & Web's specification and make it appealing and unique. In this phase, the design
team takes information from all elements of Web development and combines them to produce
a concept that speaks the purpose of the Website. In this phase, the structure, look and fee! of
the Website is defined.

Design phase involves creating the functionality of the site, Le,, how the pages display the
information to the user. The goal of Web design is 1o create a look for the Web that has the right
stufl® information at the right level of detail and an arrangement of pages that efficiently guides
users to needed information. There are many factors that can make the differcnoe between a
successiul Website and the one visitors never retum to. Comples, (lashy lavouts may look great
but are impractical if the site's visitors cannot find what they are looking (or Sioilardy, 4 ste
with endless blocks of text and litte interactivity would not compel anyone to stick srounst long
enough to find out what Web has to offer.

A well designed site not only adds depth and richness to the Website but also can assist
in the purchasing decision-making through good customer usability.
Dvsign decisions include decisborn about:
How to design the Website,
*  Page conlenis.
o Contents of the Websile, otganisation of the Web content.
. * Site navigation.
*  Colour scheme. Graphic.
*  Fontand style
*  Artwork/photo scanning, ¢ic
* Security mensures to be incorporated,
During this phasz some questions o consider are:
*  What kind oof browser or platform are the anticipated visitors on?
*  What are the overall look and feel® of the site?
*  What is the navigation scheme?
® In what ways will the Website interact with the visitoe?
& Who will develop or attain the informational content?
s Wha will dievelop or attain the graphical content?
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A well designed site not anly adds depth and richness 1o the Website but also can assist in Notes

the purchasing decision-making through good customer usability Sophisticated Website design |
allows the small business to compete on equal footing with lurger better financed companies.

—onsiderations for Creating a Web Design to Uffer Services

Wichaite is hasically a series of pages with links 1o other pages or sites. Website is the interface
between the e-business and corsumer. [t enables the business to display its products and services
ah well as to sell Ondine It ls the place where consamer actions wake plice A Website may
contain text, banners, graphic, audie and video. A major step to do business on the Internet is
uilding a Website. A Welsite is a gateway 1o the Internet. Together, the Internet and the Web
make ecommerce possible by allowing computer users to access product and service information
and o comphete purchases On-line. All publicly accessible Web Sites in existence comprise the
World Wide Web. The pages of a Website can be accessed from a common root URL called the
homepage: and usually reside on the same physical server. The following factors must be duly
considered while creating Web design:

* Build associative meaning: Web should provide information which can be used by visitor.,

Power of hypertext can be used to link related information.

= Maintain competitiveness: Web designers must ensure that their designs include the
loweat possible costs to the users. User coste include download time. information retrieval

time, and the effort required bo use and understand information,

s Efficiently use resources: When designing and implementing a Web, those features should
be selocted that meot the user's needs with the leas| amount of space, access time, graphics,
and long-term maintenance requirements. Only those features should be incorporated in
the Web that are efficlent to operate, elegant to wse, and easy to maintain.

* Focus on user needs: A Web should not be Bullt for the personal taste of the deslgners, the
conwvenience of the implemeonters; or the whims of the plannors., Instead, the Web wrves
the audience for which it is designed. Therefore, the first priority of the Web should be to
meet the needs of the users. The Web designer focuses on user needs by using the purpose
statemiont and aodience information b make decisions about page organisation and
layout By working with the Wb analvst, the Web designer can evaluate how effectively
the design meets the needs of the andience for the Web's purpose.

& Recognize porousness The Web designer should recognize that & user may enter a Web
from any other point of the Web. After entering a Web, a user might not be abile to interpret
cuts that depend on Web's linking strocture. For example, up, down or next labels would
mean very Httle.

® Create a consistent, pleasing, and efficlent look and feel: The Web design should aim
to give users an impression on all its pages of a common. coherent arganisation and
consistent visual cues. Each page of the Wieb should cue users to the Web's identity and
page purpose. The Web's overall appearance should heip users in accomplishing their
albjectives through interfaces that strike a balance between simplicity and completeness
and aim for an aesthetically pleasing appearance. [n fact, a consbstent page design s one of
the best design principles to alleviate the fractured experience of users due to porousness.

* Supporl interactivity: Interactive components such s real-time chats, message boards.
On-line events, and similar opportunities should be sdded in the site to enable visitors to
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network and communicate with others of similar interests and / or to express their opinions
and comments.

Support user navigation: Although navigation alds related to browser functions such 25
hot-list, session history, built-in directories, annotations file management and visual aids
might be employed by upers when navigatmg a Web, 0 Web denigner can sapport these
in a Web by supplying navigation and information links. These links provide hints to
the tisers about hivw 1o ke the information on a page (information cues) and how o get
further or contextual information (navigation cues), All pages should allow customers 1o
nmavigate within the site from any page to any other page.

User control and freedom: A good Web design should provide control and freedom Lo
the users in the sense that the psers should be able o undo or redo those path which they
might hiwe taken by mistake. The users should be able to get back on track within the site.

Recovery from error: Error messages should be displayed in simple language and indicate
the source of the problem and the ways to correct it,

Help desk: The Website shoukd have a help desk where the user can go for help onactivities
related to the product, service. how o ander, ete.

Custamer service eption: Site should stay current with customer service optlons such
as accepting credit cards, shopping cant capabilities, understandable retum policies and
other methods to stay competitive while serving Baithiul visitors and Cistomors.

Feedback procedure: Customers feedback should be encouraged. Afler analyzing their
comments, the best of thelr suggestions should be Implemented 1o betler respond thetr
needs.

Benefits of Well-Designed and Well-planned Site

The first thing that an e-business entzeprencur should do before creating any, Wieb pages is 1o
determine the goals, objectives, and overall purpese of the c-business's Website: Without clear,
established, and measumble goals and objectives, the Website may not have the locus which it may
need to be succiesstul. Following are the maln reasons for which businesses establish Wb sites:

Help making Sales.

Enable in Recruiting employess.

Providing general or indostry information
Providing links to related pages

Collecting information about current and potential customers
Advertising products and services.

Bullding the e-business's image and brand.

Providing technical support for produsces and services
an ¢-business Website is well-designed and well-planned, i cang
Incroase business proceeds

Enable in developing strong custormer base

Enable in extending networking connections with other On-line entrepreneurs
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* Provide the opportanity to expand the business in areas which were never droamed of Nates
before.  »

The determination of objective of the Website provides a framework for Web-design. But the
most common goal of Web sites is to sell goods and services and making a marketing, presence,

The Web Storefront

The Web is an abwtract {hnlﬁlnmfupmwnfﬁﬁmm.mmeﬁuMhuwpmmluum
the Website. A great looking store with advanced features tempts customers to buy. From 4
customer’s point of view, the stosefront provides a dynamic and interesting shopping experience.
Stoeefront Is 4 technology infrastructure that includes the Website, the supporting hardware,
the server, and secunty and payment systems that work together to provide the business-to-
consamer interface. A Website may be considered as a storefront which displays the name of
the store; the products in which the store doals and the special offers offered by the store. When
a Websine is considirad as a storefronk, it is actually a virtual storefront. and the custonwrs are
cvber<ustomers. A Website lays more emphasis on speed, efficency, quick response time, and
avallability of procedures that expedite a sale.

The Web storeiront is o type of Website which is created to sell products on Intermet, the
true global market A Web storefront & a store on the Intermet that allows wserd bo interact with
& company in musch the same way that they would in regular "brick-ind-mortar® stonee Web
storefronts provide the ability to actually sell products from the Web,

The stomedront Is the Website where people go 1o buy goods and services. It can be a
simple On-line payment form or a sophisticates catalog site with a virtual shopping basket. Web
storefronts generite demand, aoquire customes information, fulfiil orders, and process payment.
When lounching e-business. it is very difficult to predict what product may take off and beeome
a high seller. Thee Web storsfront allows site 1o fake care of high volunies if sales reach Phiose
heights. Tvpically successful storefronts have the following charactoristics:

Generate demand for either immediate sales or follow up opportunities.

*  Process erders and payment.

*  Provide service and support.

& Faciliate fulfilment of goods and services.

¢ Cuaranies secute transactions.

*  Have mechanisms bo generate a summary of the order and also produce s printable receipt.
It wheuld have mochanisms to send a confirming e-mail o customiens.

Thus, Web storefront is o technology infrastructure consisting of Website, the suppartive
hardware, the server, the security and payment systems that work together to provide the
business-to consumer interface. The Web storefront uses a Web server 1o display pages to the
user, An e-business)/ transaction server must be present to take orders. The transactions that take
place brhingd the scones are sncryphion, database connectivity, and software prograoms that work
together o integrate the HTML-based storefront with the transaction and database sofiware.

A Website offers following benefits over a traditional brick-and-mortar storefront:

* Reach an unlimited market: The Internet presents the largest consumer market in the
workd. A Website may be used as 0 catalog, information source, service provider, or a
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Motes storefront. Wel: sllown a buasiness 1o react millions of consumer s all over the warld quickiy
and reliably. This may result in increase in sales. Anyone, avywhere with an Intermet
cunnection can sccess he Website.

¢ Time saving Website allows business 1o focus mone on actual selling rather than on
anawering commot question from its customers as the customer can find informatic:
regarding the products and services at their convenience from their home or office.

* Promotes professionalism: Flacing the Web address on all advertisements, Dusiness
cards, letterheads, and other media creates an impression in the mind of outside world
that the business is being vonducted in a professional manner. This enhances the imag;
of the business. Web also provides the sbility 1o spot new business opportunities and -
capitalize on them. Moreover, Website also provides the power to track sales results

o Reduces advertising costs: Businesses having a Website can save substantial money on
newspaper ads as they can put all the details about their products, services, and specials in
their own Web sites. Placing the Web address in newspaper ads generales mase response
from the pablic as they may contact the company at thelr convenience. Linking the Websits
with other advertining campaigns helps in croating, brand awarenmss.

o Allows compenies to conduct business when it is convenlent for its clients: E-businesss
are actuaily never closed. Websile allows the customers 1o shop with the company 24 hours
at their comvenience whether it be during the day or in the middle of the night.

* Educates customers aboul business: Website provides a place where consumers can got
atswers to many of thelr questions. This also helps in cutting down the number of phone
calls which businesses receive with simple inquiries. Consumers have more confidersc:
in and prefer doing business with companies that they know something about. Website
may be wsed to inform visitors regarding the structure of the company, communiny
involvement of the company., the products and services offered by the company, awards,
and employment oppottunities. Moreover, Website can provide further support ‘o
existing customers by offering information such as troubleshooting procedures, product
specification and parts list, and special help lines. This may result in reducing the number
of service siaft.

*  Better business relationships: Having an Internet site speeds up the time takien to resch
to customer queries, which can be done via e-mail. Moreover, Website may be used 1o
network with other companies This results in building better business relationships.
Iocally and arcund the world

# Reduced cost Reduction in phone charges, fax chargss, printing costs, and postage costs
» Equal opportunities: A properly built Website allows small businesses t compete on
euual footin® with larger better financed companies.

Website Design Development: In-house Vs Outsourcing

The accomplishment of obyectives of ecommerce depends to a large extent on the design of
the Website. Website Is the bram, heart and coul of any e commerce venture. One of the base
dicisions taken in the planning phase of Website development life cycle is whether the Yoei
should be designed inchouse or whether the job of Web design should be assigned 1o an outside
agency. The decision regarding Web design development in-house or outsourcing, it 1s complicated
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becase of the advantages and disadvatitages sssociated with both the sconarios. Notes
The Advantages of In-house Development of Web Design are:
*  In-house deveiopment of Web-design ensures control over the entire project.

* The frequent changes required in Web-design duse 1o chinging business environment can
be incorperated exsily and cheaply because the stalf assiciated with Wb design will be
familiar with the details.

¢ In-house development of Web-disign ensures that ownership of copyright in the Website
s owneed by the e-businese

The Drawbacks Associated with In-house Development of Web Design are:

*  Web design development 15 a specialised job. The experience and expertise requined for
Web design development may not be necessarily available in-house. Specialists may
include programmsees, graphic artists, Web deiignens and managors.

* Jivhouse development of Wib-design requires selection and purchase of hardware and
software tnols which may be quite expensive.

*  The turnover of IT professionals s very high

* In-house Web design development generally takes more time.

* Risk of doing & poor job is always associated with in-house development of Welbrdesign.

The Advantages of Web Design Outsourcing are

s Outsourcing Web design work can wive p starboap e-busines time and codt by saving the
cont of recruiting and hiring in-house Web design professionals

s Oupsourcing Web design voables an e-business to socess experienced desipn spocialists
who are familiar with best practices and current technological changes. This results in
production of high quality Web design.

* Web design developed by speclalists generally have longer life cvele because thore |s far
more user experience behind the design.

*  Quisourcing enables an e-business lo take advantage of 4 usability snalysis before the Web
design ts completed.

The Drawlacks of Web Design Outsourcing are:

* Updation and maintenance ol Web sites designed by outsiders is more time consuming
and expensive

& Chulsourcing raises bsues such a8 the ownership of contents of Webwite, Designer may
koep thi: ownesship of copyright in the Website.

® The "make or buy” deciston could be takien keeping the following factors in mind:

®  The required expertise is not available outside the company or i too expensive.

* The application being developed is mission critical and the organisation would like to
have a complete control throughout the life cycle of its development.

* The application development i long drawn and hence, ts cost-effective if developed and
minintained in-houwse.
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Notes = For comfidentiality reasons oo, the decision may be swayed in favour of in-house
development.

Other Programs Integrated with Website

Web Server is a central computer system that hosts a Website and enables users 1o access it
remotely, Every Website having e-commerce operation is infegrated with cluster of programs
stored on the server to present the application to Site visilor; these are-

* Catalogue builder presents the product information.

o Catalogue aggregator brings together many catalogne companies creating a new searchabie
database of products for buyen.

* Shopping cart is an on-line coder form supported by the appropriate software. A shopping
cart is used to hold goods until the customer is ready to checkiout. Checkout is order and

Payment Processing. It is a utility that keeps track of items selected for purchase and
automates the purchasing process. |t kakes the products off the virtual shelves and puls
them into a virtual walting area. It allows a customer to gather items he or she Is buying
and hold them until the actual purchase function is exccuted. A customer can add or
remove items at will as he or she browses through a product catalog or database.

The merchant needs a shopping cart program that allow wsers to collect their purchases.
The shopping cart interfaces with @ payment processing systemn such as cyber cash, caloulates
the cost and taxes and delivers a complete bill for customer approval,

In ecommerce programs, a shopping cart is a file in which an online customer stores
information on potential purchases until costomer s ready to order. 1t is usually represented on
the screen with a drawing of a shopping cart. The virtual shopping cant provides a recognizable
point of reference 1o users new to the e-commerce experience

Cookies: Cookie is a block of data that 4 server returns and stores on a client system in
response lo 4 request from the client. Cooldes are nsed to identify users and remember information
about user. For example, when o web server recelves an HTTP request from the user it does not
know whether this requesi comes from a previous client or a new clivnt. As in many ecommerce
application, knowing users state is an important requirernent. When sometimes later a user returns
to the same website, the client browser sends a copy of the cookie back lo the server.
Reasons For Using Cookics

Cookles are helpful
 for personalizing Information.
®  for improving online sales /eevice.
* o enable customer to login without having to enter a password on every visit.
* to keep track of customers search preferences.

Users can delete cookie files from their compulers or ese antl cookie software. Database
server provides secured access to shared data for clienis applications.

The order-processing system handles the transaction made by customer in completing the
purchase order. This includes totalling the order, calculating taxes and shipping cost and delivery
information. It determines the method of payment (credit card. digital cash, ete.). It also produces
detailed sales and customers reports.
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Tewting Notes

One of the mow critical tasks in the development of a Website is testing. The focus of the testing
i for waiillty and 40 ensure that Website works.correctly as intended and downloads quickly.
It &5 essentiai that every piece of the project is tested before 1t is launched. Testing here does not
rofer fo user testing bul alwo b component testing or Quality Assurance. Moreover, testing is
also immportant as the applications will always function as a multi user system with bandwidth
Hmlhmnﬂvﬂydenwﬂmdﬁnhmnlhrdﬂdmwuywmmyphﬁmhmr
browser to create a professional product. Some areas of testing include;

* Page quality check, validation (e g. grammar and spell checking)

* Link testing (to check fur link betwien local Web pages and remote Web pages)

* Coherence and consistency checking.

¢ Seript testing

*  Unit testing (testing of every component and layout to ensure that they behave sccording
o specifications)

*  Integration testing (checking that the entire system works as specified and does not cause
adverse impacts on other Website applications, and is compatible with other systetns in
the comprating enviromment).

* Stress testing {testing the whole syatem under heavy load conditions). Content testing (To
ensare that the Latest versions of the content were used).

*  Cross-browser compatibility testing.

Ome wary o do this is to publish the Website to a temporary location, called a staging server,
and then to perform a vanety of tests on the Website, Groups of potential users are then asked
to complete the various tasks on the pilol Website. The results of the user testing tmay lead to
modifications being made to the Website functionality or design.

Both automated testing and manual festing should be done without fail. For example, it
hmmmiuthmmwmnﬂhnMuMMh;_ﬂmuﬂwmm
important for anv Website. -

In case start-up e-business lacks the capability to do a therough testing process, products
and services of a professional On-line Website testing company can be utilized.

215 THE MARKETING FHASE

Marketing is the process of planning and executing the pricing. promotion, and distributions of
goods, idews, and services to create exchanges that satisfy individual and organisational goals.

Effective marketing combined with consistent promotion are the keys to the success On-
line. In e marketing phase, prople are made aware of the Wil presence and are attracted o
ccess it Marketing is the entice process from product conception to delivery. Most people use
the words ‘marketing and advertising mierchangeably. But in reality, advertising s only one
part of the entire marketing process

The objective of the marketing phase is 1 get the right kind of people visit the Site in right
quantity. In marketing, the goal s to entice customers to try the products and services olfered,
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Notes with the hope that their first experience will be a positive one and that they will retum again
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and again while referring new cuslomers. Marketing (= about creating and sustaining trust-based
relationship with inlended and current customens,

If it does not facilitate a *sale”, then it bs not marketing. Two major aspects to marketing are
the acquisition of new customers and the retention and expansion of relationships with existing
customers. Selling products and services through On-line storefront differs from selling through
bricks-and mortar storefront in the sense that in On-line storefront, the customer may view the
offerings only for a few seconds. The following marketing strategies contribute to On-line success:

* Product conception and definition: The first step to marketing a product or service s

deciding what the product is going to be, Product definition includes the following:
(i) What the product is basically?

(i) What will it do/provide?

{iil) What are the features?

{iv) What are the benefits?

Understanding the castomer base: On-line success also depends 1o a larnge extent 10
understanding the customer base. Next and most importantly, it neads o be decided
"who will have a need for the products offered”. This group of people is called the target
audience. They are the ones who need to be advertised 1o, in an effort to selling products
and services. The purpose of marketing phase is to get the right kind of people visit the
Wibsite in right quantity, It is worth noting. that the profile of visitors is as important as
their quantity. In a brick-and-mortar store, & customer is profiled the moment he walks
in, Without exchanging a single word, an estimate can be made of person's age, gender,
econonie status, the purpose of visit 1o the shop, and o on. On the Intermet, profiling
customers is extremely important s that is the only way of successfully serving them.
Profiling customers on the Intermet is quile intricate but not impossible. Profiling costomerns
allows the e-business to meet the needs of customers in a better way,

Providing good site serviee: Providing good site service i an important marketing
strategy that contribubes to On-line succes. A Web should contain up-to-date and accurate
information, Outdated Information on the Wb could result in loss of interest in the Web
and the product; Web audiences tend to be specialized and tend 1o have peculiarity of
tehaviour of suddenly twisting, and are quite ready to dick thiir mouse to another Web in
case they are not provided with good site service. The services and products provided by
thi: Weeb must be conalstent and competitive in price. Consistency of service may be the key
to offering mome service than a competitor's Web. No marketing plan is complete without
proper thought being given to customer service. It is much easier and cheaper to sell to an
existing customer than it is to sell to a brand new customer. Without excellent customer
service, repeat sales will be reduced 1o nonexistence. The following aspects must be duly

considersd while creating a plan for handling the customers properly and professionally:

(i) Frequent buyer programs.

fil} Theactions to be taken when someone has a special situation that goes against
normal company policy.

{iif) The ways to let the customers know that their business is being appreciated,
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(iv) The ways to encourage repeat business. Notes

Advertising: Advertising is the process of reaching the casiomers using a broadcast or
direct mail campaign structured 0 influence the purchasing behaviour. Web promotion
Is an exercise of “getting the word out® about the existence of the Web and then ensuring
that the Web regularly comes to the attention of its target audience members. Web
promaotion is the process of handling all the public relstions fssues of 2 Webh These
include making the existence of 4 Web known to On-line communities through pablicity,
as well as forming business or other information relationships with other webs The
web's dynamic quality implies that promoting the Web & an ongoing process. A new
Web has to be announced and then periodically brought to the attention of its potential
usern. Key promotion practices are;

¢ Follow in-line community activities and get forms filled.

* Innovatively connect with users to meet their needs.

® Target publicity releases for general Web audiences, potential users, and current users.

Web Promotion

A Web Can be Promoted in the Following Different Ways:

* Search engine and links in other sites: Search engine and links in other sites, in that
order, are clearly the most effective way 1o bring visitors 1o the site. But search engines are
not expected to find the Wiebsite on their own. Web position on the search engine i also
important. [t does not do much good if the Website is positioned near the bottom of the
search engine lisk

* Embedded links to the site in other web pages: Another giod way to attract customers
i to embed links to the site in other Web pages. Effort should be made to link to as many
appropriate sites as possible. especially those with content that is likely to mterest the
customers. Offering such complementary sites is a service which potential customers
always appreciate.

* Creating awareness: URL should be printed on everything that would be distributed to
the public. such as business cards. letterheads, envelopes, brochures, advertisements and
promotional materials (pens, hats, t-shirts, cups, etc ). Such promotions are effective.

* Communication to the target audience: Marketing can also be classified by the way the
marketing messages are communicated o the target audience. Direct marketing is 4 form
of marketmg that attempts to send its messages directly to consumers. using "addressable’
media. such as mail. Direct marketing differs from regular advertising in the sense that
the direct-marketing does not place its messages on a third party medium and instead, the
marketing of the product or servicr is addressed to the ind consumer directly. A related
form of marketing is direct response marketing. In direct marketing, the marketer contacts
the potential customer directly. but in direct response marketing the customer© responds to
the marketer directly. Similarly, using a press release, or announcing the new Site in news
groups may aleo prove to be productive. Web publicity has the following goals

* To inform the general Web public as a whole of the existence of the Web and what it has
o affer.
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Notes * To attract the interest of target sudience members and let them know about how the Web
meets their needs.
*  To educate the current Web users of new developments on the Web,

Making the sale: An important marketing strategy Is that the Web must provide easy to
use purchasing function. An ensy-to-use purchasing function helps in keeping buyers on track
toward making a purchase: An easy-io-use purchasing function imvolves insiallation of a shopping
cart and setting up automatic tax and freight caleulation software. The first step in making the
sale s the simplified ordering process. A simplified ordering process will enable customers 1o
put their purchases into a shopping cart as fast as possible. if the Web provides the facility of
recalling a customer's past orders, It would help the customers to avold reentering Information.
Morcover, with this facility, customens feel valuable and would provide them an incentive 1o
return in the futune,

Stock controk: Inventory control is an important aspect of On-line marketing strategy. At
times, customers may not be able to find the products they want. In such a case, an alternative
product may be offered. For that, the Web server should need to know how these products: ane
melated, If a customer places an item in a shopping cart, a simple stock check is not enough. Many
-ﬁnﬂ,mm:mypmm&mgmlﬂmmmdmmmﬁhMmdq
to order it It should be ensured that the product should not go out af stock in the meantime. A
good marketing strategy 15 1o use a cookle or a user name and password to track the tming of
placement of items in the shopping cart by customer. If the customer does not place the order
tor tems put in the shopping cart for more than a few hours, it should be ensured that items
are still available when he returns ofter sometime io place the order,

Packaging: ackaging too plays & major role in the success or fatlure of e-businesses. Packaging
should be done acoording to the appeal of the target-audience. such as bright colours, dark colours,
a hard plastic casing, or a card board box;, etc. [t should be ensured that packaging fiis with
the profile af the customersnot necessarily with the pensonal tastes of e-businiss entreprenour,

Distribution: For products, the distribution step involves things like inventory, shippine
and returma. For services, It involves delivery time. follow-up and refunds. The matters such a5

*  Whether a warehouse is required to be rented?

*  Whether private trucks or freight carriers will be used?

*  Whether services can be provided in a timely manner?

* The ways to handle returns and refunds must be considered and duly addressed before
planning to sell the first itern,

Collecting the cash: Ecommerce sites should accept as many credit cards as possible. Some
sites require off-line process to complete the sale (e.g fax order, a call to a toll free number eic.).
These off line processes do not meet customer expectations of shopping On line. Many a times,
business could be lost i the customer breaks the Web connection to write down the order and
then pick up the phone to buy the product. Befare accepting the payment made through credil
cards, the On-line entrepreneur needs bank to handle the credit card processing. I credit card data
is stored, it would help in making purchasing easter for e-commerce site and for the consumer.

It can be abserved from the above discussion that each step is intertwined with all the
others. Customer service |ssues relate back to sales and distribution. Sales questions relate 1o

advertising. But the target audience plays a major part in all the areas of the plan
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2.16 FULFILLMENT PHASE Notes

Fulfillment phase includes all those activities which are required to be perfarmed after a sale s
made,

Developing a sound fullilments strategy is just as important as developing & good Wibsite
Fulfillment representing the end of the site transaction, ks a crucial part of customers' experisnce
E-commerce start-ups spend handsoms amount on customer acquisition and brand building. But
if an adequate attention is not paid to fulfillment, customers may complain of late or erronecus
delivery and may go to competitors for future purchases. Therefore, neglecting fulfilment croates
disastrous results. Fulfillment includes the following activities which are required to complete
customer orders:

* Packing up the product

s Delivering the orders.

*  [Mrocesing customer returms

*  Answering questions regarding status about the order.

*  Dispatching bills or verifying e-payment.
*  Follow wp to observe whether the custoomer is satisfiod,

The key o flawless fulfilment fs incrosse in information exchange, the mtegration of order
management. inventory management, capacity management; cuslomer service. and delivery.

Customer loyalty is built through expediting order processing, timely delivery, easy redressal,
customer-friendly return policy, and complete customer satistaction throughout the transaction
and after it

The various issues to be addressed during the fulfilment phase are:

Know your customers’ expectations: E-commerce has made it possible to buy and sell
goods in near-real-time transactions. The customer is empowered to customize a good deal of the
transaction process by choosing shopping, pavment and shipping options. However, customers do
not expect the efficiency of the transaction to end with the sale. They expect the fulfilment process
W proceed with the same visibility, efficiency, and dependability as their On-line purchasing
experience. Customers may want to know exactly what warehouse their order originates from,
when their order is packaged, when their preferred shipper takes the package, and, finally,
when they should plan to be home to receive the expected package. The Web provides an easy
intertace to customers to collect and track information such as product availability, order status,
and shipping status at any lime.

Although customers accept the shipping speeds that are offered by & commerce companies.
What they do not accept is promises broken. Therefore, shipping times should be promised to
customers only if e business has certainty in its ability to do so. More important than giving its
customers access to On-line tracking of shipments is giving them reason to trust the promise of
c-business. If customers engage in o fawless transaction with e-business once, their confidence
will increase. On the other hand, if they engage in & transaction where promises were broken,
their trust may be permanently lost, and step by-step tracking may be a necessity in order to
regain their business.
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Notes Know your shipping options: While deciding about shipping optices, first thing to be decided
&s the place from where products will come from. After that fulfilment channels that have a good
reputation for on-time product delivery should be examined. If an e-business is moving On-line
from brick-and-mortar identity, it should be considered whether 2 Web-only distribution center
s appropriate or whether existing stores and distribution centers can handle the additional Web
order traffic. Moreover, reputation of shipping company determines the reputation of e-business fos
fulfilment to a great extent. The factors o be considered while deciding the shipping options are

Shipping is a two-way process in On-line retailing. Just as good fulfilment channels shotld
facilitate the prompt and accurate delivery to an at-home address, the fulfiiment channels must
also facilitate vasy product returns. If free shipping 8 offered lo the cusiomers, the e-business
muy have to pay twice for shipping the same product in case the product is returned by the
customer. It should be duly considered. Shipping rates are determined by three major factors:

() Distance between origination and delivery points.
(i) Weight of package.
(it1) Speed of delivery.
In order to satisfy and empower the customers, the following shipping issues may be
considered in fulfilment phase, these are;

* Customers foel empowered whin they choose their preferred carrlers, delivery costs,
and delivery times. They may trust the fulfilment process if it is facilitated by a familias
shipping service

® Most shipping companies track package delivery internally, while some may offer
electronic interfaces that allow the e-business to monitor package delivery with equal
speed and access.

® Some shipping companies offer interfaces that allow customers and c-business alike 1o
evaluate shipping options easily and accurately,

® Offering free shipping on at least some orders provides a powerful incentive o the
customers. For that, e-businesses can increase the averige onder size to recover thess
shipping costs. (¢.g.. free shipping to customers placing On-line orders that totalled Hs
10000 or more).

* Shipping destinations should be listed a= prominently as the delivery methods 1o avoid
customer frustration,

Inventory management: Some e-businesses such as Amazoncom. elect to handle all order
fulfilment processes in-house by maintaining their own warchouse space, product inventories,
order picking, packaging and shipping. The various issues to be dealt with while managing
inventory are:

*  [nventory storage.

¢ Inventory arrangement to ensare finding specific-items when they are ordered.

*  Tracking the inventory movemenis (sales and replenishment).

* Inventory shortage Le., when selected items are out of stock and not available for immed ate
delivery, or can be hack ordered.

The most important part of inventory management is inventory tracking. Tracking inventory
allows the e-business 1o inform customens whether a product is available or not, and also indicates
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when products should be reordered. [t also helps in determining slow moving items; which the Notes
ebusiness may discontinee.

Processing sale returns: An e-business must not only state a clear sales return policy on
les Website, but also have in place efficient returmed item handling procedure. Efforts should be I
made o make returns more convertent for customen |

217 MAINTENANCE AND ENHANCEMENT PHASE

Maintenance refers to keeping the Website updated based on the initial plan and design.
Enhancement refers to the implementing upgrades apd adding rew fentures in order 1o improve

Web Sites will need quite frequent updations to keep them very fresh, Keeping the Website
up-to-date and fresh is as important as the development ltsell, E<commerce sites are dynamic and
are never fininhed, They ane always in the process of being built and rebuilt, By analyzing visitor
statistics to the Website, it can be determined where improvement and enhancement in marketing
content, and functionality can be made. For example. new contents are added to the Website to
encourage users to visil regularly. Just posting a Website and (orgetting it does not serve the
purpose of c-commerce. It should be updated regularly and new featunes must be addd to L

After fixing all the problem in the testing phase, the project can launch. However, this is
not the end of the project. In many ways, it is only the beginning as the site will need o now
be maintained with new contenil and interactions for as long as it is live. While minor additions
can be added, major ones will need to be adided carefully and may require a new approach to
be developed during a new design cycle (back of concept and planning), Some Web sites do
not need a lot of updating, those which have constant and continuous updating data (such as
an Oreline store or Website] will need not only sophisticated content management system, but
also the support people necessary o keep it running.

Making and maintaining accurate documentation about the Website is a large part of site
maintenance. Documentation gives the site's owners something 10 consalt in the absence of site
developers. It also serves as a reference guide which can be used when planning changes or
additions are made. Site documentation should consist of company’s hasic information along
with Website goals, target audience, samples, resources, and general information. It should also
include design notes, samples and layout specifications made in the earlier phases.

In this phase, the site |5 regularly submitted 1o search engines due to other sites pushing it
cut of rank. The site’s rank must be managed Some of the search engine submiters have rank
managers built into them as well as <META> tag optimizers that can edit the site's Web pages.

Any changes or additions o the site must be recorded in the documentation just in case
somoone else must malntain the site. Up-to-date backups should also be kept in case the server
crashes ar some unseen hacker breaks in and ruins the site. 1t always pays to be prepared.

Maintenance and updating phase also provides an opportunity for the development team to
reflect back on the development process and review what worked well, what did not, and why.

The long-term success of an ecommerce site depends on a dedicated team of emploves
whaose sole joby w (o monitor and adapt the site to changing market conditions.

*=  Maintenance s requined due to followling reasons:
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Notes * A rew server installed by ISP may result in loss of all hypertext Tinks and! disabling of all
CGl sripts.

¢ Changes in data files, reports, and links 1o backend databases.

*  Muking product and price changes in the catalog.

Making changes and enhancemint to the system.

2.18 FEEDBACK PHASE

Nomalter how carefully a Website has been planned. there will always be a room for improvement
Web design usability is a continuous process. Customers' feedback is invaluable for making
improvement in the Website. There are several ways in which customer feedback can be provided
The simplest way is a customer feedback e-mail pop up box. But a better way is a page with a
feedback. This has the advantage of being more structured. Moreover, this method provides the
opportunity of making the Web visitors more at case, as the privacy policy can be stated clearky
People are more likely to give their feedback if they know that their names will not be added to
a mailing list or if they know that their names and e-mail addresses will not be sold to a mass-
marketer, Other effective methods of feedback include On-line polls and On-line questionnaires.

The ideal site would respond and change according to the feedback provided by the visitors.
Feedbacks provide a good way to discover the issues of the visitors. Feedbacks provide the pulse
of the visitors based on which the sites could be evolved. There is software called “State of the Art
Website Activity Analysis software; which can be used to profile the visitor activity on the site.
These reports can be used to ensure that the site is optimizing the visitor's experience. Anoller
server based software called like-minds helps in creating a site that automatically understands
the visitor's likes and dislikes and offers up personalized pages that contain personally relevant
content and products.

Each page of the Website should have a contact link. This can go to the stte administrator or
to the person responsible for maintalning the content on that page. A list of foedbacks generated
by the site should be kept. Feedback i very important for ‘fine tuning’ the Website. The saving
‘give the people what they want® is true even in business. If an opportunity is provided to the
customers to tell what they want, they will often do just that. Feedback is abo needed to confirm
whether or not the message conveyed by Web is being receivid by visitors as intendid. The easier
teedback process is mare likely to generate meaningful suggestions. A brief feedback form can
be an easy way to get some quick answers on the effectivencss of Web design, A visitor s more
lilely to select a few radio buttons on a question form than they are to write a list of grievances

Managing Customer Feedback

Customer Feedback can be Managed in the Following Manner:

* Frequently Acked Questions (FAQ) should be set up and posted in prominent location
on the home page.

¢ Simplicity is perhaps the cornerstone of Web design usability. This implies that everything
on the Web should be casy to access and obvious. The Website should be self explanatory.

It should be ensured that the information can be accessed easily and quickiy.
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* Website should be fast loading The main pages of the Website should nol be burdened Notes
with bloated graphics or animations that make site slow loading. Most visitors are willing
to spend 8 to 10 seconds for a page to load. Frustration levels will quickly rise if every page
takes a minube or nsore s Joad,

* A consistent user experience should be created, User interface should be kept as consistent
as possible from page to page

* The user should be in control at all times. Visitors 1o the Websilte should be tneated as
honoured guests. They should not be forced to view pop-up windows with advertisements
or to listen 1o background music or 1o walt through a flash animation. The time of visitor
should always be respected.

*  The e-mall should always be answered.

Measuring the Success of Web

It is fairly casy to determine whether o product offered for sale is successful or not from a
visitor's point of view; if a product is purchased and not returned it is a success. If the product
sold leads to repeat business, it i even more successful. From a purchaser's point of view, a
product is shecessful i i is useful

Determining whether 2 Website is successful is less straight forward. The most common matrix
used is synonymous with popularity: A sucewssful site has a lot of *hits.* But this is not sufficient
to ascertain the success of 4 Web. To start with, "hit" is & very poorly defined term. Depending
an the site and the tool set used, a reported hit count may or may not include graphic elements
such as pictures, icons, and buttons, as well as internal technical details of the Web software
such as image maps” Therefore, at the very best; a hit count can only legitimately be used to
measure changes in populanty over time. but not as a comparative cross-site measure. Another
flaw in using hit counts as a basic metric s its levelling sffect. A hit count does not distinguish
Between a content rich page. s list of internal and external links or an “under construction” page.
There are certainly quantitative matrix that can be used. such as, number of sessions, number
of users, and average length of visit. and number of repeat users are all valuable statistics, to
gather and analyze. But qualitative measures are equally important. The best measure of success
is how well a site facilitates users and sponsors in accomplishing their goals. in short, the value
of a site can be socessed by measuring its utility and quality.

2.19 ONE-TO-ONE ENTERPRISE

The traditional enterprise has tried 1o sell as many products as possible 1o as many customers as
pemsible with the hope of increasing market share. In recent vears, however, organizations have
begun to shift their focus to a share of customer approach to & business strategy that concentrates
an increasing the lifetime value of individoal customers.

As a resall of reduced costs and increasing power of information processing, cuompanies
now have three expanded computer capabilities not feasible for anyone just a few years ago:

* Customer databases that enable companies to single out individual customers,
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Notes *  Increased interactivity that lets customin talk back to companies. and

*  Mass customization, where comparies make something for individual customers based on
whal they have told the companiss.
Using these expanded capabilities, companies can develop "Laarning Relationuhipe” with
their customers. From the customer’s point of view, a leaming relationship works ke this
® [ el you what [ wand.

* You tailor your product, service or relevant information so | can now gel from you
something | cannot get from any other firm for any price,

* | have now spent time and effort specifying my needs 1 have invested in the relationship
with you. To get an equivalent product somewhere else, | muost first reimvent the
redationship,

Learning Relotionships are at the heart of one-to-one marketing: Treating different customiens

differently.

Only at a one-to-one level can companies meet individual customers’ peeds and grow their
hmhimr,mﬂ!mﬂituhﬁmdmhﬁmcmmm&lm&mﬂeﬁnﬁ
changes of ity most fundamental level from a product focius to a cusitomer focus. The one-to-
one enterprise starts with electronic knowledge of a customer gleaned froim ongoing ndividual
dialogue, then finds products for customers by masscustomizing It also cross=lls across all
the firm's products and offers and builds strategic alllances with partner companies when a
cuntomer's needs fall outside the original firm's kil st

The one-to-one enterprise depends on high impact customer interaction. One of the most
significant challenges facing the enterprise is identifying means to enhancing dialogue with
its customers, In order 10 build lasting and profitable custorner relationships, companies must
internct with and learn from their customers. A relationship between an enterprise and an
individual customer that. through regular on repeat foedback from the customer. enables the
enterprise to become stmarter with respect to the customer's individual needs. When a customer
and an enferprise are lovolved In a Learning Relationship. with every cyele of interaction and
customization, the customer finds it more convenlent to deal with the enterprise. The result is
Customer Loyalty, because to start the relationship with another company, the customer would
first have to re-teach the competitor what has already been leamed by the one-to-one enterprise.
One-to-One enterprise develops a customer first and then finds products for that customer.

As companies become imcreasingly knowledgeable about their customers, the ability to
facilitate their decisions, address their needs and ensure their success expands enormously. Truly,
customer-focused companies concentrate on building loyal customer relationship, generating
growth by selling more products and services lo Lheir existing customers.

Customer intimacy i n key difforentintor; such relationships enable companies o provide
new and powerful levels of customer care. If they invest in existing relationships, they learn
more about their customer: their preferences, priorities, challenges, and opportunities than any
competitor can know. If they act on this knowledge, they can provide sophisticated customer
solutions that no competitor can match, The enterprise is then able to treat this customer differently
than other customers. However, one-to-one marketing does not mean that every single customer
needs fo be treated uniquely; rather. it means that each customer has & direct Input into the way
the enterprise behaves with respoct 1o him or her.

How is this different from traditional marketing segmentation strategies? To the traditional
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company, customers fall into different segments by virtue of their demographics, transaction
histories or psychographics. One customer may, in fact, fall into more than one segment. But
in the one-to-one enterprise, feedback from a particular consumer determines how a firm treats
that customer and which offers, products and services will be made available o that customer,
when and through which channs|

219.1 Methodology for Implementing One-to-One Relations with Customers

IDIC stonds for-identify customers, ditfvrentiate them, intoract with them and customize. 1t is
four-step mothodology for implementing one-to-one relations with customers. These step ane

Identify customers: The first step in effective one-to-one enterprise & to know the individuals
whe make up vour customer or consumer base. An enerprise cannot develop one-to-one relationship
with the customer or consumer unless it knows who its consumens or customes are-not necessarily
by actual name and address, but with at least some form of relfable “addressability”,

Differentiate the customers by value and then needss The sevond step in the one-to-
one strategy labelled 'IDIC is to differentiate customers. Customers are different in two ways
they have different value to the enterprise, and they need different things from the enterprise.
Customer differentiation is vital pursuing learning relationships. The customers may be divided
into following categories:

{a) Most valuable customers (MVC): Those customers with the highest actual value
to the enterprise - the one who do the most business, yield the highest margins,
are most willing to collaborate, and tend to be the most loyal The objective of an
enterprise with respect to its MVCx is redention.

(b) Most growable customers (MGC): Those customers whoes strategic value ex-
ceeds the customer's actual value. These are the customers who have the most
growth potential -growth that can be realized through cross-selling, through
keeping the customer for a longer time, or perhaps by changing a customer's
behaviour and getting them to operate in a way that costs the enterprise less
money,

{€) Below zero customers (BZCs): Below Zero customers are those who in all Hke
lihood will never be profitable enough to justify the cost of serving them. The
enterprise should develop strategies to make them more profitable or encourage
them to become one of its competitor's customers.

Need based differentiation: The customers can be differentiated based on what they need
from the enterprise. Two customens may buy the same product or service for two dramatically
different reasons. The customers’ needs refer to why the customers buy, not what he buys.

Interact with the customers: Interaction, dialogue, and exchange of information-is the esence
of any one-to-one enterprise. Enterprise would like to communicate cost effectively, driving mone
and more interaction into the most cost efficiont channels, Tike using Internel, SMS, PDA, eic.
Interaction enables to get insight into the customwr.

Customize: Customization involves the production of a product from scratch 1o a customized
specification. In the final process, extracting benefit for either party 1o a relationship will mean
treating an Individual costomer differently based on what you know about them, A one-to one
enterprise can also personalize the interaction with its customers personalize advertising, sales
promotion, public relations, direct marketing, etc.

Notes
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a 2.20 BENEFITS OF ONE-TO-ONE ENTERPRISE APPROACH

10201 Seif-instructional Materiol

¢ Improved customer loyalty: The first benefit for the enterprise is that customer loyalty

will improve. More the customer teaches the enterprise. more. the enterprise will adapt
its products and services to the needs of the customer, and then with every interaction, its
product becomes more valuable to the customer, The product will have more economic
value to the custoemer because it will fit the customer needs better. Moreover, it will become
maore expensive for the customer to substitute a competitor's product.

Lmproved unit margina: Due to improved customer lovalty, unit margine are likely 1o
improve as well. Competitors price their products aggressively in order lo steal costomers
Whaen the swilching cost increases for the customer, enterprise does not necessarily has i
match every last discount encountered in the marketplace. As the product of one-to-one
enterprise continues to have more value for the customer, the enterprise may even be in a
position to ralse its prices, to share the benefit of this increased product value,

Human factar: As the relationship improves ind customer satisfaction grows, there is
always a probability that the customer will simply end up liking the enterprise more.

Improved efficlency of business: Another benefit of building one to-one leaming
relationship is that it can improve the overall effickency of 4 business. 1t can recuce costs,
mostly by cutting out the wasted effort of producing products or services that no one
wants. Product can be made to order, rather than built to forecast. Mass customization
reduces inventory costs.

[N

SUMMARY

Irternet is a network of compuiters that links many different types of computers all over
the world, Warld Wide Web refers toa software that runs on computers that are connected
to the Intermet.

B2C business-to-consumer ecommence, also called retail ecommerce, s 1 business model
that involves nales between online businesies and consumers. B2C scommerce is one of
foviar mmmmmmmmmwmm;
C2B {consumer-to-business), and C2C (consumer-to-consumer),

Business-to-business (B28), also called B-te-B. is o form of transaction between businesses,
vuch as one involving a manufacturer and wholesaler, or a wholessler and a retailer.
Business-to-business refers o business that is conducted between companies, rather than
between a company and individual corsumer. Business-to-business stands in contrast o
busitiess-to-consumer (B20) and business-to-government (2G) transactions.

Business plan is an intention or proposed means of achieving something. A business plan
is a road map for the development and operation of e-business.

Making and maintaining accurate documentation about the Website is a large part of site
maintenance. Documentation gives the site's owners something to consult in the absence
of site developers. It also serves as a reference guide which can be used when planning
changes or additions are made.




Business Models: B2C, 828, C2C

* Plnnping is very crucial phase because this s the stage when decisions are & made that Notes
affoct the other phases of thi Tife cyele

* AN e<ommeros payment systom (or an electronic payment system) facilitales the
acceptance of clectronic payment for offline transfer. also known as a subcomponent of
electronic data interchange (EDI), e-commerce payment systems have becoma increasingly
popular due to the widespread wie of the internet-basedt shopping and hanking

*  Crodit cards remain the most commaon forms of payment for e<commerce transaclions, As
of 2008, in North America almost %% of online retail transactions were made with this
payment type

®  Thereare varied ty pes of electronic payment methods such ps online creditcard transactions,
e-wallets, e-cash and wireless payment system. Credit cards constitute a popular method of
online payment but can be expengive for the menchant to accept beciuse of transaction fees
primarily. Debit cards constitute an excellent slternative with similar security but usually
much cheaper charges. Besides card-based payments. allermative pavment methods have
emetged and sometimes even clatmed market leadership,

*  Credit Card: A creclit card is a transactional card that enables the holder to muke purchases
of goods and services or withdraw advance cash on credit. It is fssued by banks and
firancial institutions to bring convenience of payment. Credit cards act a5 a micro loan tool
where the individual makes purchases under the condition of paving off the same within
a specific time period. There ane no interest payouts i the due amount is padd within a
specific time (interest-free period). A custom bormowing limit is pre-set by the isseer and
this determines the maximum amount of credit a user can spend from a credit card, Credit
card brings users the opportunity o save big through discounts and deals, making it 4
popular choice.

¢ Bank payments This is a system that does not involve any sont of phoysical card. It is used
by customers who have accounts enabled with Internet banking. Instead of entering card
details on the purchaser's site, in this system the payment gateway allows one 1o specify
which bank they wish to pay from, Then the user s rodirocted 1o the bank's website, where
one can authenticate oneself and then approve the payment. Typically there will also be
sorme faren of twirfactor authentication.

¢ Enhancement: Enhancement refers to the implementing upgrades and adding new
fratures in order to improve the officiency, productivity and scalability,

* Proxy server: A proxy server is a special type of Web server, 1t is able to act as both a server

and a client. A prosy acts as an agent, representing the server to the client and the client
to the server.

*  Website: Website is basically a series of pages with links to other pages or sites. Website
is the interface betwern the e-bustness and consamer, It onalbiles the business to display its
products and services as well as to sell On-line,
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Explain the types of fusiness models,

Briefly explain the B2C business model

What do you mean by C2C model? Explain

What are the benefits of Electronic payment systems? Describe the various types of
electronic pavment.

What is peer to peer busingss model?

Explain the life cycle approach of Website development. Why the life cyele is divided
into phases?

7. What are the advantages of consumer to consumer business model? Discuss

What are the various activities involved in planning phase of Web development?

-

o
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3.0 LEARNING OBJECTIVES

ARer reailing this chapler studertis will be alle fo

=  Leam about online retailing and retail industry dynamics
*  Understand the management challenges in online retailing

*  Disaus online marketing communications and pricing strategies

3.1 INTRODUCTION

The Infermet is an Inlesconpe ted etiwork of thousands of nistworks and millions of compulers
|

linking businesses. educational nstitutions, government agencies, and individuals togethier. It has

provided the infrastructure for a transformation in commeroe. scientific research, and cullure
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Notes The innovation of the technologiical key areas that have fueled ecommerce are the following:

(i) Telecommunication companies: Providing simple services such as phone calls to all
types of customers. They are developing new technologies XDSL, fast switches for
higher bandwidth communication across existing networks.

(ii) Satellite technology: Vendors setting up new broadband network with global reach.

(iil) Wireless network: Provides Internet facility at a faster pace, even on cell phones using

(iv) Cable companies: Provide two way Internet traffic on television by introducing set-
top boxes which act as converters and separators for the inbound and outbound traf-
fic.

The Internet is a comiputer network made up of thousands of networks worldwide. No one
knows how many computers are connected to the Internet. No one is in charge of the Internet.
There are organisations which deselop technical aspects of this network and set standards for
creating applications on it, but no governing body is in control. Fortunately, nobody owns the
Internet, there is no centralized control, and nobody can turn it off. lts evolution depends on
rough consensus about technical proposale. and on running code.

The Internet is by definition & meta-network, a constantly changing collection of thousands
of individual networks interoonnecting with a common protocol. Computers on the Internet use a
client/server architecture. This means that the remote server machine provides files and services
to the user's local elient maching,

The Internet’s architecture is described in its name. a short form of the compound word
“inter-networking”. All computérs on the Internet communicale with one another using the
Transmission Control Protocol (TCF)/Internet Protocol (IP). These protocols ame designed to
connect any two nitworks each of which may be very different in intemnal software, hardware,
and technical design. Once two networks are interconnected, communication with TCP/IP is
enabled end-to-end, so that any node on the Internet has the near magical ability 1o communicate
with any other, no matter where they are. This openness of design has enabled the Internet
architecture to grow to a global seale.

In practice, the Intermet technical architecture looks a bit like a mult-dimensional river
system, with small tributaries feeding medium-iized streams fending large rivers. For example, an
individual's access to the Internet is often from home over a modem to a local service provider
who connects to & regional network, connected to 2 national network. A network consists of
nodes and channels. These nodes and channels provide the basic communication infrastructure.
Nodes are of two types End nodes and Intermediary nodes. Endonodes are clients and servers
From clients, users communicate to other nodes and servers are centralized service providers
that offer services for the Jlents, eg. Web servers and mall servers. Intermediary nodes are
normally scaled-down computed s which forward traffic between network segments. Intermediary
nodes are called routers and briiges. Every node must have & unique [P-address by which it
is identified on the network and normally a domain name is assigned 1 the (P-addiress as it is
easier to remembor

The channels required for the communication between nodes can be implemented by the use
of cable which may be either fiber-optic or coaxial. With the use of cable, a physical connection
can be implemented between nodes. However, windess transmissions can also be conducted
through the use of satellite link, microwave links, infrared transmissions, or cellular phone
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communication. At the office. a desktop computer might be comnected 1o a local area network Notes
with a ctimpany conmection 10 4 corporate Intranet connected to several national providers. In
peneral, small local providers connect to medinm-pized reglonal networks which connect to
large natlonal networks, which then conpect to very large bandwidth networks on the Internet
backbone. Must metwork providers have several redundant cross-connections to other providers
in order to enstire continvuous availability

The companies running the Internet backbone operate very high bandwidth networks relied
on by governmenits, corporations, lange organizations, and other network providers. Their technical
infrastructure often includes global connections through underwater cables and satellite links o
enable communication bitwesn countries and continents,

Each comumunication packet goes up the hierarchy of Internet networks as far as necessary
o get o its destimation network where local routing, takes over to deliver it to the addresses. In
the same way, sach level in the hierarchy pays the next level for the bandwidth they use, and
then the large backbone companies settle with sach other,

Bandwidth s priced by lasge providers by several methods, such as at a fioed rale for
constant availability of a certain number of megabits per second, or by 4 variety of use methods
that amount to cost per gighyvte. Due to economies of scale and efficiencies eyes in management,
bandwidth cost drops dramatically at the higher levels of the architecture.

To summarize, any node on the network can communikcate with every other node. Firewalls
may be used to protect the confidential information. The Tnternet Protocol suite, which must be
implemented on every node on the network, enablies every pair of nodes to communicate directly
without the need to know much about each other. except for the IP address or the domain name,

This unit examines about anline retailing and its challenges.

3.2 ONLINE RETAILING

Retailing is expected to change with the rapid development of new online sales and distribution
channels that literally can be used from anywhere, anytime-from work, school, 4 hoted, car, or
airplane. These developments should impact retailing as much as the advent of strip malls,
catalogue retailing, and TV-based home shopping Almost every retailer is re-evaluating
every aspect of its operation from customer service to advertising, merchandising to store
design, and logistics to order fulfilment. Furthermaore, reacting to the pressure of retailers,
suppliers are assessing technology based solutions to drive down costs (labour, defivery,
and production) and become more efficient producers of goods.

Online channels such a= online services and the Web are also impacting traditional retail
busingss models In the traditional model the customor went o the store and located the
product. In the online model, the retailer soeks out the customuer. The success of catalog retailers
retailer goirg to the consumer.

However, netallers need 10 comider the following bsues in developing a busines model:
Product/Content lssues: What kind of products are suited for online retailing?

» Software Interface Issues: What kind of features will constitute an effective interface?
What features make it easy o find and select items for on-line purchase?

Self-instructional Materisi Il 107



Electronic Commerce

Notes * Process lssues: What are the specific steps in the shopping process from a consumer’s
perspective? What kind of processes should companies de-velop to fulfill orders efficiently ?

*  Before examining the implications of changing consumer behavior and anline retailing
in the existing retail business, let us step back for a moment and ask the question: Why
-should retailers consider the online environment as a way of doing business? The answer
lies in understanding the market chunges that affect retailing and that will continue to
affect it in the fubure.

E-Retailing

E-retailing essentially consists of the sale of goods and services. Sometimes we refer to this as
the sale of tangible and intangible goods, We can divide tangible goods into two categories:
physical goods and digital goods
* Examples of physical goods would be a book. a television sel. a video recorder. a washing
machine, et

* Examples of digital goods are software and music, which may be downloaded from the
internet. The sale of intangible goods is sometimes called E-servicing,

*  Examples of services that may be sold are information such as the most recent stock prices,
the most recent forelgn exchange rate, or education.

¢ Entertainment such as -games that would be played on the internet are also examplis
of eservices. 50 are the sales of services such as telecommunication services or banking
services. The sale of tangible and intangible goods are all referred to as Customer onlented
e-commerce or erctalling, if they are sold directly to the consumer who i the end user
Here we discuss the sale of tangible goods.

Gioods

Tangible ntangible

Pacialabie 1
Nonperishable
Difference between Traditional Retailing and E-retailing

Traditional Retailing

Traditional retailing essentially involves selling to a final customer through a Physical outlet or
through direct physical communication. This normally fnvolves a falrly extensive chain starting
from a manufacturer to a wholesaler and then 1o the retailer whe through a physical outlet has
direct contact with the final customer,
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Eramples of physical outlets that retallers currently use are: Notes

* Malis

*  gemeralized stores (0.5 department store)

& sperialized stores

* franchise slores

It is useful bo reflect that even in traditional retailing we have moved away from just using
a static physical outlet within which a customer can have direct contact with the retailer. Thus,
more recent forms of traditional retailing include

®  direct mailing

*  pelemarketing

*  doorto-door sales

*  vending machines

Direct mailing to a customer normally involves sending a brochure or catalogue to a
customer. The customer browses through this catalogue and then carries out mail ordering. In
some respects, this notion of browsing through a catalogue is a forerunner of eretailing. Direct
muailing. telemarketing, door-to-door sales. or the use of vending machines includes other forms
that have actually moved away from a physical fived outlet and in a way are intermediate forms
of the movement away from traditional physical retailing outlet (o the virtual retailing we see
on the internet,

3.3 E-RETAILING

The internet has allowed a new kind of specialization to emerge. Instead of specializing just in a
special product line, they allow specialization in particular classes of customers and sellers. Thus,
we see lastminute com. which allows last minute purchases of travel tickets, gift, and entertainment
to be matched against last minute sellers of the same items. Here, we see specialization not in a
product line but in a class of purchasers and a class of sellers. This kind of specialization would
nat have been possible before we had the internet.

In addition to these specialized stores, we alwo get generalized estores whare a store sells

several product lines under a single management. Examples of these generalized stores include
IC penny and Walmart

We also have the electrondc counterpart of malls or e-malls. E-malls essentially provide a
wib-hosting service for your individual store much in the way that mall provide a hosting service
in the sense of a physical location for vour slore.

Examples of these e-malls are Yahoo! Store, GEO Shops. and CNET stores:

Benefits of E-RetailingTo the customer
Customers enjoy a number of benefits from e-reluiling.

*  The first of these is conventence. 1t s convenient for the customer as he does not have o
move from shop to shop physically in order to examine goods
* Heis able to =it in front of a terminal and search the net and examine the information
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on goods. The second aspect of convendence he gets bs In terms of time. Normally, the
traditional shop has an opening time and a closing time and the customer can only visit
the shop within these periods,

On the net, the costomer can choose at any time to visit a site to examine the goods that are
available and actually carry out his purchasing al one’s own convenient time.

The third type of convenience that the cistomer gets is that he has access o a search engine,
which will actually locate the prodocts that he describes” and also the site where they may
be available, or perhaps even locate the sites where they may be available at the best price

The second type of benefit to customers is better information. The Intermet and the World
Wide web are essentially commumication media that allow retailers 1o put on quite
exterisive information related to their products, which is available to the customers.

The: third type of benefit that the customer gets s competitive poicing. This is due to two
{actors.

The first is lowered costs to the retailer because he does not have to maintain & physical
ghowroom, he does not have to hire several shop assistants, and these savings can be
passid on bo customiers in the form of reduced prices.

Secondly, competitive pricing pressure that arises from the fact that the customer s now
able to ook at prices al several sites. Therefore. the pressure is always there on the retailer
to maintain a competitive price for his products,

To the business
There are a number of benefits of e-refailing to the business itself

The first of these is global reach. The retailer now is no longer restricted tocustomers who
are able 1o reach the stope physically. They can be from anywhere arcund the globe. The
retailer must, of course, deliver the goods of a purchase to the customer.

The second benefit is better customer service. The use of email and the use of efectroil:
interchange of messages between the customer and the retailer allow better communication
between the customer and the retailer, These allow one to easily inquiries and deal with
complaints. These also allow a much more rapid response time than was possible in the
davs of faxes andpostal mail.

The third benefit is the lowered capital cost to the netailer. The retailer does not have o
maintain showrooms: hi can probably have lower inventories Thus, while Amazoncom
lisis over a few million titles, it keeps an inventory of a few thousand best selling titles
only. Therefore, the retafler has lower warehousing costs. He does not have 1o have many
shop assistants who are physically answering questions and. Showing the customer goods
The fourth benefit 1o the retailer is mass customization. Based on requests by the costomers,
the retaller is pow able to carry out mass customization with reduced time to market for
the customized products,

The next advantage is targeled marketing. The retailer is now able to pick on a specific

targeted group of customers and direct marketing towards these customers. The retailer is
also able io provide more value-added services in the way of better information. add-on
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services to basic services, or add-on options to products that he is selling. Notes

*  The last-advantage to the retailer consists of different new forms ofspecialized stores that
he ks now able to olilize

Models of E-Retailing
There are several models for e-retailing and these include:

» Specialized e-store

* Generalized e-store

o E-mall

» Direct selling by the manufacturer

® Supplementary distribution channel

*  E-broker

* E-services

= Specialized e-stores

T first class of mode! what we mention in e-relailing was the specialized e-store and
hire vou can distinguish between two different kinds of specialization: the more traditional
specialization along product lines and specialization by function

When vou have specialization by product line, essentially you have a store that decides to
pick ome particular product line. say books, flowers, CDs. clothes, and sells only this particular

prodict line. It may also choose fo position itself in a particular part of the product line. eg
clothes; it could choose 1o position itself at the very expensive end of the market selling brand
names Gueer and Armani.

Alternatively it could do more mass marketing by selling non - brand names at 3 much
lower price. or it could go into discount selling,

So, you can have a specialization by product line. and then you could have specialization
- positioning within that product line to cater for a particular part of the marker,

In contrast to this, a new kind of specialization is emerging on the internet, as mentioned.
carlier, namely specialization by function. A good example of this is lastminute com In lastminute.
com they sell gifts, travel Hekets, and other items for last minute shoppers who want to parchase
these iterns at a very short notioe,

Generally, when one purchases an item at a very short notice (eg. travel), he often pays a
premium, which is an extra amount for the convenience of booking the travel at the last minute.
Now, this means that the atr tcket is likely o cost moch more than if he had purchased it some
timie before traveling and made use of different discounts or promotions

The producers of the web site lastminute.com realized that there are groups of customers
who mmake these purchases at the last minute and feel some degree of angst at having to pay
the premium for doing this shopping at the last minute.

On the other hand, you will find that you may have sellers, eg. airline companes, that
have empty seats al the last minute which they are unable to Il So. what lastminute com does
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is bring logether travelers who want to book at the last minute and an airline which has got
spare capacity at the last minute, and allow the former to buy from the latter at the last minute.
In this situation, the purchaser may get his airline ticket at a reduced price.

Sao, there is a win-win situation for both the purchaser and the seller. This |s a urique kind
of specialization. 1t is very difficult to do this unless one utilizes the internet to carry out this

kdnd of specialization.

Generalized p-stores

The next category of e-retailing models that we intend to look at is generalized e-stores. Generalized
estores sell a large number of product lines rather than con-fining themalves to just one or a
very few product lines,

E-malls

The next e-retailing model we consider is the e-mall. In an e-mall, cyberspace is rented out to
cyber e-stores that wish to sell their goods. This store could be a specialized or generalized
e-store. So, several product Tines can be present. in a single e-mall.

However, unlike the generalized estore which s under a single unified management, in
an e-mall, each store is under its own management. E-mall management is responsible only for
creating the cyber sites that can be rented and can support services and marketing of the mall.
It, thus, provides a web hosting service.

Several e-malls also provide software tools, which can be utilized by a prospective e-stare
to create and maintain it_ e-store. The advantage for an e-store ks that it is grouped together with
other stores in a wellknown e-mall site and, therefore, is likely to pick up visitors to the mall.

Direct selling by the manufacturer

A number of manufacturers with well-known brand name products have chowen to use the
internet to carry out direct selling via the internet. One. of the best known here is Ford, which
utilizes the internet to achieve direct selling but uses its dealer network to facilitate distribution
and delivery. The other well -known examples are Cisco systems and Diell computers. Note that
this approach permits mass customization to meet customer preferences. This direct selling by
the manufacturer has an important disintermediation effect leading to reduced costs to the end
customer and Increased profitability to the manufacturer.

A note of caution is important here. By and large, this approach can be used by manufacturers
of well-known brands of products because the customer already knows the pro-duct. Secondly,

the manufacturer must have a thorough understanding of customer preferences, otherwise he
has 1o rely on the customer knowledge of a retailer.

Brokers or intermediaries

This class of e-retailers is essentially an extension of the notion of a broker from the physical to
the cyber world. A broker is an intermediary who

* may take an order from a customer and pass it on to a supplier

* may put a customer with specific requirements in touch with a supplier who can mest
those requiremints
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* may provide a service to a customer, such as 4 comparison between good, with respect to Notes
particular eriteria such as price; quality, etc
Thus, brokers provide comparison shopping, order taking and fulfilment, and services to
a customer, That is the reason why they are sometimes referred 1o as electronic intermediaries.
There are several different models for electronic brokers and these inclide:

* Brokers that provide a registration service with directory, search facilities,e-payment
facilities, and security-related facilitien. Any business can register with such an e-broker.

* Brokers that meet a certain requirement such as a fixed price.

* Brokers thal provide comparison shopping between products The last model i, Eservices
is disevssid in the nest lecture.

Features of E-Retailing

* The provision of an on-line catalogue, which allows ooe 1o browse through different
categories of goods. Thas, it is dynamic and linked with order process.

* The provision of a search engine, which is a very important feature that does not exist in
traditional retailing.

* The provision of 2 shopping cart, which allows convenient goods selection. An ability to
provide an automatic price update;

* Perscnalization of store layouts, promotions, deals, and marketing.

* The ability o distribute digital goods directly. Thus, these goods can be downloaded
instantly

® An on-line customer salesperson, “who" can help customers to navigate through the site.
*  An order status checking facility, which is a useful beature before submission.

* The use of Forums (collaborative purchasing circles) to create a customer community and
thus increase “stickiness.”

important factors that affects the retailing industry dynamics are:
* Overbullding and excess supply,
& Change in consumer demographics, which more premium placed on efficientuse of time
* Changes in consumer behavior, with less focus on brand name and more on lowest prices.
* Technology improvements that provide greatir convenience and more information than
traditional retailing.

Overbuilding and Excess Capacity

With online retailing, constraints of time and space disappear, There Is no bricks and mortar
storefromt to worry about. no oritical Jocations, This new way of retailing can severely affect
companies that have invested in expansion and adding capacity. It is important to understand
the trouble traditional retailers will face if online retailing takes off.
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MNotes The 1980s was a period of oversxpamsion and turmoil for retallers. By the end of the decade,
complaints about excessive retail space were being voiced. Profits were declining and control
of opemating expenses became a paramount management objective. Retailers reduced staff and
minimized merchandising in order to enhance profits. Sales growth and market share development

In the 1990s. companies are under pressure (o grow and produce profit. An importart
masurement of profit gaing s gross mangin per square fost. For many retailers, these numbers
in either growing slowly or declining, partially reflecting a less favorable product mix and more
competition. Inadequate productivity, both per worker and per unit of space. is also reducing profit
margins. Overbuilding also resulied in a growing shortage of lowcost, entrv-level workers for the
redadl industry, The shortage of entry -level workers means that retailers are using under trained
workers who are less able to empathize with shopper needs-leading to a perception that retailers
in general and shopping centres in particular are unable or unwilling to provide quality service.

Clearly, with crowded domestic markets and competition constantly grinding away at
operating profit, new ways of retailing are being explored by forward-thinking companies such
as Wal-Mart

Demograpiic Changes

Shopping patterns are beginning to change with the increase of lime -strapped, two-career couples
and the aging of America. Value and time management are the consumer concerns driving
interest in online retailing. Recent retail data shows a decline in the amount of time Americans
are spending in shopping malls [EDRIS]. The suggested reasons vary: time constraints, safety
concerns, and growing frustration with the lack of courtoous service and insufficiem product
information. Understanding the implications of lime constraints on consumer shopping behavior
Is impaortant as they portend the trends to come. For instance, Americans have openly embraced
shopping channels like QVC and Home Shopping Network and retailers like CUC International,

Today's time-strapped shoppers have less time and want better values, fewer hassles, and
more options. Today. a shopping trip requines a consumer to decide what he or she or the family
needs, brave the traffic on the way to a store, hunt for parking, find and select iems for purchase,
take them to a checkout, wait in line, pay for the items, sometimes bag them, and carry them
back home, It can be a hassle and a lot of work, so most working professionals have learned to
dread shopping trips. As technology improves, it may not be long before driving to the store
gives way to online shopping with home delivery as provided by Peapod.

In contrast, there is a growing segment of the population for whom bime constraints ane
less of a problem. The demographic outhook in the United States is for an incroasing share of
older shoppers jage 50 and above) who prefer shopping at stores rather than online. However,
the sroduct mix offered by many department stores and malls is increasingly out of touch with
the aging population and does not reflect the shift in purchasing power,

Also, with the aging of the population, there s evidence to indicate a shift in consumer
interest away from material goods and toward experiences, such as travel and recreation. In
addition, as people get older, they tend to become more frugal. Retailers will nesd to concentrate
on value by offering new product mixes. By this we mean a product mix that includes not only
merchandise but also bundles in entertainment and ~recreational” shopping with movie theatres,
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This sart of change is already occurring in boolkstore design (such as Borders Bookstores Notes
and Barmes and Noble), which include a variety of facilittes such as coffee shops However,
building shopping malls based on these new business models is a risky venture and requires
huge investmonis,

Consumer Beharior

Cionsumir behavior i more volatile than ever before, and companies need new ways of responding
to consumer nieeds and satisfying demand, According to one survey, the typical consumer spent
only four hours a month in a shopping mall in 1990 versus ten hours in 1985, and sales per square
foot dropped. Specialty retailing-power centres, discount malls, discount stores, and catalogue
shopping-has become one solution for closely mondtoring consumer trends and reacting to them
quickly. All of these alter-natives have one thing in common: they provide comsumers with a
very large slection of producers priced with deep discounts.

Consumers are no longer as influenced by brand names as they used to be. The emergence
of the value shopper ks changing retailing. Today, the shopper is less willing to pay the premium
for the brand name and much more attentive to quality and value. The decline in gross margins
is the first evidence of the impact of that change, reflecting lower initial mark-ups and more
disctiminating shoppers in that segment clearly, retallers that are focused on providing value-the
best price, service, and selection-regardless of the brand name will be successful,

The real differentinting characteristic for retalless will be in their ability 10 define what the
broad or niche consemer segment is Jooking for, identifying characteristics of customers in each
target segment. and learning how to bundle products and package brands so that they become
the preferred choice for online custormers

Technology Improvements in Electronic Retailing

Todpy, electronic retailing is «4ill far from being a competitive threal to more traditional store
retailing (see Tablel but it is becoming Increasingly attractive as technology and applications
improve, and retuilers gain experience.

merchandise, drug stores and groceries

i department stores
These consist of three or more anchor stores
with a total leasable are between 200,000 and
Supercenters
F00.000 square feet
These primarily stock name brand
¥ — manufacturers’ [tems, These are growing in

stuture and popularity as well. Like power
centres, factory outlet mall are also gaining
market share at the expense of shop ping

malls
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Electranic Commience

Notes : These are retailers offering common

Wareh clitbs consumet products at near whole sale prices
when purchased in bulk quantities. Examples
include walman 'sam'club, price/Costeo and
B wholesale

Three dominant forms of electronkc retalling channels are: television re-talling, COROM

retailing. and online service based retailing, tn which we include Web-based retailing. Now we
can discuss about the most prominent one; the television retailing.

Television Retailing

Television-based home shopping involves the purchase of products advertised on tolevision
programs and in commercial breaks by telephoning orders through to the advertised number.
This may be undertaken at the press of a button with the advent of digital satellite and cable
television. Television retailing grossed an estimated Rs. 32 billion in 1994, One of the pioneers in
Mmhmmﬂm1m.m.mhmwdmmwm
a small, local audience in 1982 Three years later they took this still unproven idea national- and
made it work. Today, HSN is a television-based retail, entertainment company, and onlinie retailer
{owms Internet Shopping Network), with coast-to-coast customons and annual sales of $1 + billien

The breadth and rach of TV retailing ane amazing. in. 194, HSN reached 658 million
nhummm&mmhuwmmnmhmmhhkmmdw-igmhm
cable, broadcast, and satellite dish, twenty-four hours a day, seven days a week. Unlike online
audiences, which tend to be predominantly affluent and well educated {net annual in-come is
estimated at Rs. 60000 - Rs. BO000), the target audience for television re-tailing s moderate
income households and mostly women. How does it work?

The TV retail marketing and programming are divided into segments that are televised live,
with a show host who presents the merchandise and conveys information relating to the product,
including price, quality, features, and benefits, Show hosts engage callers in on-air discussions
regarding the currently featured product or the caller's previous experience with the company's
products. Viewers place orders for products by calting a toll-free telephone number.

Generally, merchandise s delivered to customers within seven to ten business days of
placing an order. The purchased item may be returmned within thirty davs for a full refund of
the purchase price, including the original shipping and handling charges.

The success of television shopping is the result of the effective utilization of electronic media
hrﬂphthgthﬁponuuﬂMdtﬂebﬂtymdﬂwdemdﬂp.Mhmm
them to bear on a sale. In its annual report, the Homie Shopping Network states that a celebrity
candehuta.hwuljmmynnHSNnndnHMmuunﬂaZnﬂlbnhadnﬂewwkmd.m
course, there's another advantage to television retailing

When customer interest. which is monitored by the number of calls being received, begins
to wana, the retaller knows it instantly and can simply move on 1o the next product. Mare
recently, infometcials have become a ericial retailing topic. The infomercial has become a new
and interesting way to retail specialty products. Modem filming techniques and ingenuity make
it possible to create high-quality. cost-efficient, and entertaining documentaries that sell This
Coincides with the television viewing public’s appetite for information
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Infomercials are an especially logical medium since retallens have the oppoartunity 1o Notes
economically test and evaluate a product through mass channels such as television retailing
before committing major capital resources to infomercial production

3.4 CHALLENGES IN ONLINE RETAILING

While changes in retailing may be driven by technology, managerial vision is required for
successful implementation. Traditionally, retalling has been a low-tech environment in which
retailing ewecutives often relegated technology issues to back-room operators. These managers
are most at risk, as they do not have a clue that a major revolution has begun. Most of them
have never used a computer (or had to), never been on an online service. and do not know
what the Internet is or whal it can do. The winners will be the plavers who undemstand how (o
leverage the unique capabilities of the on-line medium to effectively meet the changing needs

of the consumer.

While the technology required to implement online retailing is maturing. mamy management
issues rernain ananawered. No one mally knows vel how 0 bufld and run a successful, mass
market online mall, The sales Medium s new, the technology s new, and retallers have a lot
to learn about tricky technology, customer behavior, and management issue. But one thing is
chear: For online retalling to succesd, online technology must complement management and
operational strategy.

Online Retailing Success Stories

Online Retailing: Peapod’s Experience

Peapod, based in Evarston, [llinois, is using the online medium for food retailing services. Foundd
in 1969 by two brothers, Peapod is a member of an online grocery / drug-store shopping and
delivery service that already has thousands of customers in the Chicago, San Francisco, and
Boston areas. Peapod was founded on the idea that people do not want to go to the grocery
store. Peapod has an online databuse of over 25000 grocery and drugstore lems, and allows
comparison shopping hased on price, nutritional content, fat, or calories.

Other feahires include electronic coupons, retaller preferred custormer discounts, and
other benefits like recipes, tips, and information. Peapod membership also allows users to use

the shopping and home delivery service. Peapod has a stalfl of professional shoppers, produce
specialints, and delivery people who fulfil the order.

How Does [t Work?

Peapod provides customers with home shopping ser-vices via Po. Customers need to bay a
software application that enables them to accesis Peapod's datnbase through an online computer
rservice. Peapod initially had & DOS-based system with graphics. They introduced a new version
of the software in 19952 Windows platform in which product plctures are available. Using the
PC. a consumer can access all of the items in a grocery store and drug store. Peapod customers
crvale their own grocery aisles in their own virtual store. Customers can request a list of ibems by
category (cereals), by item (Frosted Flakes), by brand (Kellogg's), or even by what is on sale in the

Self-instructional Matedal |1 117




Notes store on a given day. Within categories, they can choose to have the items arranged alphabetically
by brand or sorted by lowest cost per ounce, package size. unit price. or nutritional value,

Customers also can cre-afe repeated use shopping lists (baby ems, barbecue neads, and
the like). Peapod's back office is linked with the mainframs databases of the super-markets ot
which it shops for its customens (Jewel in Chicago and Saleway in San Franchsco), allowing it to
provide the supermarkets’ stock keeping units and shelf prices elestronically to its customers.
Once consumers have made a selection, they can then give specific shopping instructions, such
as “substitute with same calories,” or red grapes only.” They can click on the "Comment™ button
amd type in any extra information they would like the Peapod shopper to know, At any time
during the order. a consumer can sobtotal the amount purchased, or access the “Help™ screen
for immediate assistance.

Online ordering is simple: users doubleclick on the Peapod fcon and then enter their user
D% and passwords, On verification, users get acoess to 8 whale grocery store and drug store of
items. Before the actual purchase of an item, wsers can view images of it and the nutriticnal content
as well. The system allows users to sort flems by vardous eriteria like price. price/ unilt, total
calories, fat, protein, carbohydrates, and cholesterol. With these featunes, Pea pod aims to target
the health and fitness consciois comsumer who chooses foods taflored to specific dietary neesds,

There are also search features to help locate a particular item. A “Find ltem” option at
the top of the screen lete users search either by brand name or product type. When users have
finished shopping. they click on “Done” and the arder i elecironically routed to Peapod. During
the transaction closing process, users need fo choose a delivery time within a 90- minute shot.
Pinpoint delivery within 3 ADminute window) can be selected for & small additional charge.
Paymint can be made by check, charge, or Peapod Electronic Payment. Eighty-five 1o ninety
peroent of Peapod's orders come in via computer; the redl are faved or phoned. Peapod orders
are taken centrally, and then faxed to the stores,

The store gets a printout with the order, the delivery ad-dress, and instructions for getting
there. Each order is filled by a Peapod employee, who shops the aisles of the store. The employee
pave for the groceries, often at special Peapod counters in the back of the store, The order Is
then taken o a holding area in the supermarket. where the appropriate items are kept cold or
frozen until the deliverer packs up a set of orders and takes them to the customers within their
Of-minute pro-selected windows, At each stage-ordering, shopping, holding, and delivery-the
processes are Lailored o provide persomalized service at o relotively low cost

Ifa customier has a problem. he or she can call Membership Services, and 2 service represeniative
will try to resolve the matter. Peapod treats each call as an opportunity to learn (and remember)
each customer's preferences and to figure out what the company can de o improve service 2=
whaole. For mample, service representatives found that some customers were receiving five bags
of grapefruits when they really wanted only fivee grapefruite In response, Peapod began asking
custormners to confirm orders in which orderentry errors may occur,

Prapod members are charged actual shelf prices, plus a monthly service fee, a per-arder
charge of Rs. 500 plus 5 percent of the order amount. Customers are willing o pay these extra
charges for convenience and because Pespod provides a lower cost shopping experience for the
consumer, Consumers save money-despite the extra overbead-because they use more coupons,
do better comparison shopping, and buy fewer impulse items than they would if they shopped
at a real supermarket.
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Reducing impulse purchases is important when you consider that 80 percent of the itvms MNotes
purchased m a grocery store are impuise tems-non-planned purchases. In addition, constrmers
save time and have more control because they can shop from home or work whenever they want.

Wihat is the Busimess Mouel?
Rather than automating the trip o a retail store, as other online providers are doing, Peapod s
using inleractive lechnology to change the shopping experivioe altogether.

Indeed. the formuls for Peapod’s sucoess s the busy American Mestyvle. The homies it delivers
ter cut across many demographicsThe one thing these demographics have in common is they
have better things to do than grocery shop. SHIL if it were not for wellmanaged logistics. these
customers would be back in the stotes in a second The behindthe- scenes logistics are central
to what Peapod is all about; Peapod has to make sure the orders get to the stores and that they

ane shopped cormoctly.,

Hou does Peapod Compete with Traditional Retailers?

Teaditional retallers make money from the suppliers They provide access o cuslomers and
make thelr money by buying on deali, volume discounits, and getting coop advertising. Peapod
makes all of its mianey on the customers it serves, it & a mass customizer, It creates the supply |
chain after identifying a specific demand from a specific customer . and it feeds off the existing
infrastructure o do i However, existing retailers do have some advantages

An important, though subtle, advantage enjoyed by food retailers is the shopper’s resistance
to switching food stores becanse of famillarity with the shell locations of products purchased.
It s also inconvenient for consumiers o relesm dozens of product locations at a new store. The
online environmint miust offer significant advantages ko overonme shopper Inertia and induce trial,
let alone continued, patrorage. Is Peapod & competitor o the retall groces? Not really, Peapod’s
strategy has been to partner with the retailer rather than compete directly,

A lot of credibillty comes with the name of the retailer in its individual market. Peapod can
help grocers expand into places that might not otherwise be practical from a capital knvestenent
standpoint. However, it s quite possible that in the future Peapod may be tempted 10 compete
with grocers by emulating certain aspects of their warehousing, Why? As these new retail fonmats
emerge , and once Peapod gains enough customers, Peapod will be tempred to say it is costing
a'lot o go to the stone and pick up prodict off the shell. To avoid the overhead | Peapod could
have its own warehouse As soon as the Peapod does that it i likely 1o fall into the same traps
s the retallets, wel s having an overflow warchoude when something s avallable on a deal
or buying products before there ks actual need,

35 ONLINE RETAIL INDUSTRY DYNAMICS

The Indian e-commerce industry has been on a nsing growth curve and is anticipated to surpass
the LS to become the second-largest e-commerce market in the world by 2034,

The year 2020 although will be recalled for the pandemnic. India’s retall sector, particularly
that of, online retail will remiember it for the economic turnaround and demand revival. The crists
has transformed the way e<commerce functions. with portals having experienced an incredible
traffic boom. While the traditional retail sales have declined, ecommerce has witnessed an
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Notes impressive year-over-year growth with most if not all, brick-and-mortar stores have navigated
thetr businesses online.

The Indian ecommence industry has been on a rstng growth curve and is anticipated to
surpass the US to become the second-largest e<commerce market in the world by 2034 With
technological advancements and Intornet penetration, the country' s online sales market has been
offering promising prospects for the global business giants who are keen on exploring this space.

This has augured well for the PM's Make In India’ campaign which s a powerful move
supporting the boom of online retail. The "Make In India” initiative will further extend investment
aptions for universal companies and brands across (o explore the Indian markets, thus accelerating
the country’s e-commerce growth. The campaign has created a level playing field 1o welcome global
investors fo invest in the Indian markets. Clobal investors have placed their capitalization around
segments like textile, fashion retall, and machinery manudacturing to name a few. The ¢urrent FDI
regulations by the Indian government already allow 100 percent FDI under the automatic route,
thus lending a helping hand to the Indian e<commerce segment to achieve global recognition.

The pandemic has fast-tracked the growth of the e-commerce industry with more businesses
joining the business revelution than ever before. With consumers across the globe have demonstrated
A shift in buying patterns, the competition is getting steeper, and online shopping behaviours
are fluctuating faster than ever before. This changing economy calls for keeping up with the
developing ecommerce trends to cut through the noise, get noticed. and appeal to customers
The industry must make note that it is never oo late (o jump right in, learn something new, and
gauge U the change s appropriate for your business and target audience For now, consumens
are in the driver's seats and e<ommerce businesses will be tailoring the journey ahead for them.

The below mentioned futuristic trends will positively impact businesses in the coming
months anc vears:

s Personalized Commerce Is the Next Frontier: Contemporarily, e-commerce has been
leveraging on personalization technology to lend consumens a tallored experience.
Delivering personal experiences on e-commerce sites is accomplished by dynamically
displaying content, product recommendations, and prectse offers based on enriched
personal data like browsing behaviour, page visits, provious purchase history, and buyer
demographics. As compared to traditional retail, ecommence does not comprise of a
retail salesperson to endorse products based on inlerest, likings, or taste. Human touch-
points offer myriad opportunities to beat out the competition and this Is the magic of
personalization - imitating what a buyer’s in-store experience would be, through an online
custom-tnacle journey. Personalization truly is the missing ingredient to an effective virtual
shopping experience and will be the future of ecommerce.

* Product Cataloging Changing the Business Landscape: Modern-day cataloging has
surpassed the initial way of offering just images or brief product descriptions. Today, it is
aimed at lending the customer an experience that is as close to physically experiencing the
product. The required supplementary product data that is sdded to the brochure make the
buyer's purchase declsions all the more efforties.

* Interactive Product Visuals: It is very comman for customaors to undergo this dilemma -
vou like a product, but you are unsure if what you sre seeing on the site is exactly what
vou will receive after purchasing. This may make costomers hesitant from hitting the
purchase button. Modem-day buyers demand on getting an experience of the product
before itvesting, this is why high-resalution images form an integral part of eccommerce
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sales, With corsumers demanding for a 360-degree viewing images that facilitate to see the Notes
product from all angles, dearly indicates that static images ane no liemger sufficient.
E-commencye Sector Undergoing Cross-Border Growth: India is steadily becaming a significant
player in the eyes of the global stage. enabling its economy o accelerate n the coming years.
India’s untapped potential and a CAGR of 178 percent, from 2019 to H23 & higher than any
other country and this s 3 mator reasion for international online shopping firms to eve the Indian
markets. Our country’s e<ommerce sales make up a shoor of 4.4 percent of its overall retail sales
allowing major international players to explore the market to the fullest. India’s s-commerce
sector currently ranks 9th in cross-border growth globally.

Augmented and Virtual Reality Tools Make for an Interactive Retail Experience: A complete
gamechanger for ecommarce, AR and VR technology has been enabling ecommerce retailers
in overcoming ome of their biggest challenges « the inability of the consumens o try on of
nmhunwmmmummemwaamdmmm
mmrwmmmummmfmmmmﬁmmmmmwym
of this superior technology is a clear indication that AR and VR markets are estimated to have
24 billion users by the year 2023,

Celebrity Endorsement Driving Soctal Commene: Social commerce refers o the sale of
products directly through social media. It vanies from social media marketing since you are not
mmm”mm,mwmumhmmdm directly
within the network they are using at that moment. Social commence combined with influencer
mwmd:mmmmmmmm
for & surge in sales,

Actionable Content to Drive Business; Relevant and engaging content facilitatés in driving
business by appealing to potential shoppers, guiding them towards purchasing opportunities and
advancing conversions. Types of content like interactive, storytelling. stance-talking, and email
conversations can be effectively mived and matched and tailoned to suil each customer's intenests.

36 ONLINE MERCANTILE MODEL FOR CUSTOMER PERSPECTIVE

Mercantile Process Model s defined as
"the interaction betwewn the consumer and the merchant for online commence”
Mhmqhmmhyﬂﬂpmnhya,amnﬂmmm
interact i ways that represent standard business process. A well established standard process
for processing credit card purchasers has contributed to the wide spread dissemination of
credit cards. The establishment of common metcantile process model is expected to increase the
conventence for consumens.

Mercantile models from the Consume s Perspective:

The online consumer expects quality and convenience, value, low price ete. o meet
their expectations and understand the behaviour of online shopper there i a nevd for
MWMMMW.MMMJMWH
process, The process maodel for a consumer point of view consists of seven activities that
can be grouped into (hreo: phases.

|
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Notes Thity ane

1. Pre phase

2. purchase consumption

3, post purchase Interaction phase.

Steps taken by customer in purchasing:

1. Pre purchase Determination: this phase includes search and discovery for a set of
products in the larger information space applicable of meeting customers requirements
and product selection from the smaller set of products based on attribute comparision.

2 Purchase Consumption: this phase includes mercantile protocols that specify the flow of
information and documents associated with purchasing and negotation with merchants
for suitable terms such as price availability and delivery dates.

3, Post Purchase interaction: this phase includes customer service and support to addressen
customers complainty, product returns & product defects.

Pre Purchase Preparation:
From the consumer point of view any major purchise can be assumed to involve some amount

of pre purchase deliberation. Pre purchase deliberation &s defined as elapsed time between the
comsumer’s first thinking about buying and actual purchase itself.

Information search should constitute the major part of duration but companson of alternatives
and price negotiations would be included in continuously evolving information search and
deliver process.

To deliberate, consumers have to be watchful for the new or existing information which
are essential for purchase decision process. Information on consumer characteristics with
reduced purchase deliberation time can be quite valuable when attempting to target, selective
communications to desired audience properly. Thus not much attention have been paid to this
important research area which may dictate success or failure of online shopping. Consumers can
be categorized into three types:

1. Impulsive buyers

2. Patient buyers

3. Analytical buyvers

1. Impulsive buye rs: these buyers purchase the product quickly,

2. Patient buyers: who purchase products after making some analysis or comparision.

3. Analytical buyers: who do substantial research before making the decision to purchase
product or services,

Marketing researchers have isolated several types of purchasing,

1. Specifically planned purchase: the need was recognized on entering the store and the
shopper brought the exact item planned.

1 Generally planned purchases: the nesd was recognized, but the shopper decided instore
on the actusl manufacture of the item to satisfy the need.

3. Reminder purchases: the shopper was reminded of the need by some store influence. This
shopper is influenced by in-siure advertisements and can substitute products readily.

4. Entirely unplanned purchases: the need was not recognized entering the store
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Furchase Consumption: Notes

After identifving the product 1o be purchased by the buyer and the seller must interact in some
way | e-mail oni-line) to carry out the mercantile transactions. The mercantile transaction is defined
as the exchange of information betwien (e buyver amd seller followed by necessary payvmeni
depending upion the payment model mutually agroed on, they may interact by exchanging
curcently Le: backed by the third party such as the central bank. master card, visa card etc

A single mercantile model will not be sufficient o meet the needs of everyone. In very
general terms o simple mercantile protecal would require the following transaction where the
1. Through e-mail, online the buyer contacts the vendors to punchase a product or service.
This might be done online through e-mail (or) through e-catalogue etc.
Vendor states the price.
Buver and vendor mav or may not engage in a transaction.
If satishied buyer authorizes pavment to the vendor with an encrypted transaction
Vindior contacts the billing service of the buyer 1o verify the encrypted autharization for
authentication.
6. Billmg service decrypts the authorization and checks the buyer account balance and puts
a hole on the amount transter,
7. Billing service give the vendor gréen signal to deliver the product.
8. D notification of adequate funds o cover financial transaction, vendor delivers thegoods
to buyer or in the case of information purchase provides a erypio key to unlock thefile,
9 on recviving the goods the buyer signs and dellvers receipt. Vendors then tell billing
service o complete the transaction
10. At the end of the billing cvcle buyer receives a list of transactions.
The following are the two types of mercantile protocols where the paymemt i in the form
of electronic cash and credit cards,

1. Mercantile process using digital cash: a bank mints ( primts | electronic currency or
ecash. Such a currency is simply o series of bits that the issuing bank can be verified
to be valid. This curtency b kepl secured by the use of ervptographic techibques. After
being issued some ecash & buyer can transfer lo & peller in eachange for goods wpon
receiving a ecash the sellers can venly authenticity by sending it to the ksuing bank
for verification. E-cash tssuing banks make money by charging elther buyer or seller or
both. A transaction fee for the use of their B-cash.

E-cash is similar to paper curruncy and has the benefits of being anonymous and easily
trarsmitted clectronically. It still entails the risk of theft or loss. However, and 5o requires
slgnificant secutity by the buyer when storing e-cash

2 Menantile Transaction Using Credit Cands: two major conponents of credit cand transaction
in the mercantile process are

*  Flectronic Authorization

s Sestlement

In the authorbeation process in the netall transaction, the 3rd party processor (bpp) caplures
the information at the point of sake and trarsmit the information to the credit card issue for
authorization, communicated a response to the merchant and electronically stores the information

e

un

Sell-instructional Materiol . 11 123



Electronic Commerce

Notes for the settlement and reporting. Onoe the information leaves the merchants premises the entire
process takes few seconds. The benefits of electronic processing include a reduction of credit card
losses, bower merchant transaction costs, faster consumer checlkoul.

Credit card authorization is processed at the point of sale terminal using dial-up phone access
into the TPP networks. The credit card no is chiecked againat the database and the transaction
is either approved typically in a few seconds. A similar procedure is used for debit cards and
check verification once the electronic authorization function s completed. The information is
processed within the system for client reporting. The data are then transmitted for settlement to
the appropriate fnstitution processor,

After the transaction is completed a set of activities related to account settlement are initiated.
In a credit card or debit card transaction the merchant asvount number is credited and or either
credit card issuer s notified 1o enter the transaction or the card holders checking account is debited
automatically. A settlement institution then enter the transaction data tnto the setthement process.
In addition to the data computer also takes cars of the settiement function through electronic
o transaction processing This electronic transaction processing also provides other services such
as 24 hr network, helpdesk which rsponse 1o enguires from merchant location etc.

Post Purchase Interaction

As long as there s payment for services there will be references, disputes, other customer service
issues that need to be considered. Returns and claims are an important part of purchasing process
that impact the administrative costs, scrap and transportation expenses and customerns relations,

To overcome these problems many companies design their mercantile process ior one way
ie. retuns and claims must flow upstream. The following are the complex customer service
challenges that anise in the customized retaining which have not fully understood or resolved.

L Inventory Issues: to serve a customer properly a company should inform a customer
right from when an item is ordered to it is sold out, otherwise the company v /! s
a disappointed customes.

2 database Access and Compatibility lssues unless the customer can instantly access all
the computers of all the direct nesponse vendors likely to advertise on the information
super highway on a real time basis, with compatible software to have an instant access
to the merchants inventory and database.

3 Custoover service issues: Customens often have guestions about the product such as
coloue, size, shipment etc. and other things in mind can resolved only by talking to an
order entry operator.

Mercantile process maodel from merchants perspective
E-commerce order management cycle:

* To order to deliver cycle from the merchant perspective has been managed with an eye
towards standardization and cost. This is based on assumption thit an organization must
create a set of operating standard for service and production. They perform to those
standards while minimizing the cost,

* To fully realize and maintain a competitive advantage in the online environment it is
necessary to examine the order management cycle (OMC) that also includes the traditional
arder to delivery cycle.
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o the CRAC has the following gemeric steps. Notes

1. Pre =ale Interaction:

«) Orider plavewing and onder gemeration:

The business process begine long before an actual order placed by the customer, The  production
planners develaps the final fotecast wed to high workers and built inventory.

Order planning leads into order generation. Onders are gererated into number of wages into
ecommerce environmen| such as salid force broad cast Since perionalized email fo customer
or ceates WWW web page.

ki Cost Estimation ami Pricing:

Pricing i= the bridge between the customer needs and company capabilities pricing at the individual
order level depends on understanding value to the costomer (e generated by each order eic.
through order based pricing it is difficult to generate greater profits that are indicated by pricing.

2. Product service purchase and delivery:

a) Order Receipt and entry-After the acceptable price code the customer enters the order
receipts and entries pard in OMC

b Order selechion and procbzation: costomer service representatives are responsible for
choosing which 10 accept and order to dectine. ot all customer order created equal,
somie or better business and some are fit into the companies capabilities and offers healthy
profits. Companics also make gains by the way they handle over priority Le, to check
which orders to evectte faster,

ot Onder Scheduling: during this phase prioritized onders gel slotted into an actual production
or operational sequence. Production people seck o minimize equipment change over
communcation between vanous function units 13 most essential in this phase of OMC

d) Order futfillment and delivery: during order fulfiltment and defivery the actual provision
of product or service is made. While the detalls vary from industry o industry in almost
in every company this step has become increasingly complex. Often order fulfillment
invelves multiple furwtions and location, Different parts of any order may be created
in different manufacturing facilitles and merged vet another site or order may be
manwtactured i one location warehwoused ina second and Installed in the third, In some
businesses fulfillment includes thind party vendor,
In service operations it can mean sending individuals with different alent 1o the customers
sife. The more complicated tisk the more coordination required across the onganization,

e) Ordes billing and pavinent: after the order has been fullilléd and delivened billing s
rypically handiad by the finance «taff who view their job as pedting the bill out effectively
and collecting quickly Le, the billing function is designed to serve the needs of the
compiny not the customer servicoe

Post Sale Internction:

Customer service and support: this phase plavs an interestingly impottant role in all Elements ol

& company’s profit equatlon, cusiomer value, price and cost. Depending on the specifications of
business i can include elements such as phiysical installation of a product, repair and maintenance,
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Notes customer training, equipment upgrading and disposal, Thus post sale service can alfect customer
satisfaction and company profitability of the yoar, But in most companies the post sale service
people are not linked to any marketing operation, internal product development effort or quality

assurance feam.

Electronic Payment Systems
Electronic payment systoms are emerging in banking, retail, healtheare, ondine markets And even
government organizations and infact anywhere money needs to change hands.

The emerging payment technology was labeled as electronic fund transfer(EFT). EFT was
defined as any transfer of funds initiated through an electronic erminal telephonie instrument
of coimpuler of magnetic tape so as lo order, instruct or authorize a fnancial institution o debit
or credit an account. It utilizes computer telecommunication components both to supply and to
transfer money or financial assets,

EFT can be segmented Into three broad categories.
1. Banking and financial Payments (such as ATm)
2 Retail payments ( such as debit cards)
3, Online E-commerce payments.

Online E-Comme roe Payments

(a) Token Based Systems :
1, E-Cash ( Digl<ash)
2 Echeque ( Net Cheques)
3, Smart cards or debits cards.
{b) Credit card based systems:

L. Encrypted credit cards.
2 Third party Authorization numbers

{c) Digital Token based Electronic payments systems:

It is a new financial instroment. The electronic token which will be in the form of ecash
or echeques. They are designed in various forms of payments packed by a bank or a financial
institution. E-tokens are of three types

1. Cash or real type: transactions are settied with exchange of electronic currency. An
example of online currency is e-cash.

2 Debit or prepaid: Users pay in advance for the privilege of getting information.
Examples of propaid payment mechanisms are smart cards, electronic purses that
store electronic money,

3, Credit or postpaid: the server authentication the customers and verifies with the
bank that funds are adequate belore purchase examples of postpaid mechanisms
are credit or electronic chegues

E-cash:
E-cash is a new concept in online payment systems because it combines computersicd convenience

with security and privacy that improve all paper cash, Ity versatility opens up a host of new
market and applications,
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E<cash focuses on replacing cash as a principie payment system in consumer oriented Notes
e-pavments. To displace cash the electronic payment systems need to have some qualities of
cash that current credit and debil cards lack Cash can be held and used by anyone even those
who don't have an account in a bank and cash places no risk on the part of the acoeptor that

the medium of exchange may not be good.

Properties of E-cash:

e-cash must have the following four properties.
1. Monetary value
2. Interoperability
3. Retrievability.
4. Security.

Monetary value

ecash must have monetary value, It must be backed by either cash bank authorized credit card
or bank certified cashier chogue. When e-canly s created by one bank, is accepted by others
reconsideration must occur without any problems.

Inte roperability:

E-cash must be inleroperable Le., exchangeable 1t must be operatable in place of other ecash,
paper cash, goods and services, electronic benefit transier efc,

Retrievability.

E-cash must be storable and retrievable. Remote storage and retrieval would allow users to exchange
e-cash from home or office or while traveling. The cash could be stored on a remote computers
memory in smart cards or in other easily transported standard or special purpose devices.

Secuirty:
E<cash may not be easy to copy or tamper with while being exchange. This includes preventing
or detecting duplication and double spending,

E-cash in action:

E-cash is based on cryptography systems called digital signatures. This method involves a pair
of numeric keys. One for locking(encoding) and the other for unlocking(decoding). Messages
encoded with one numeric key can only be decoded with other numeric key.

The encoding key kept

3.7 MANAGEMENT CHALLNEGES IN ONLINE RETAILING

All pspects of ecommerce businesses face hurdles and difficulties. Here's a look at some top
issues and what to do about them.
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Victor Conglonti, chief information officer and co-founder of Proven Data, knows that small
e<ommerce sites need the proper cybemsecurity practices and wols in place.

“Small businesses that focus their attention in the ecommerce space need policies and
procedures to create a solid cybersecurity framework for the organization.” Congionti said “In
the case of a cyberattack. a small business cannot alford o have downbime in operations and
sales, because every transaction is a marginal financial success that the business depends on.”

Because a small business depends on that income, Congionti said business owners necd
the proper cybersecurity framework to keep dats safe and secure while helping emplovess fee!
empowered to implement policies and tech to combat cyberattacks. Measares sach as tighter access
control and data security software can shore up defenses againat vulnerabilities and improve a
small business’s cybersecurity risks.

Businesses must have an incident response plan that establishes what to do in the event of
a cyberattack, added Congionti.

“In the case of a ransomware attack, the organization might not be able to access files and
data that is necessary [for] providing service to customers, such as Inventory reports,” he said
"Having a response plan can help the business reduce downtime in operations and continue
providing service to clients through other means, such as phone sales.”

Did you know? Your offices shouldn't be your only cybersecurity focus. Cybersecurity
while traveling is also a concern, as traveling with connected devices could open you up

to data breaches or cyberattacks.

2. Competition

Competition comes in many forms for small businesses, especially in the ecommerce space
You have to keep up with competitive pricing, products and services - all competing for your
target customer.

“As a small business. you can overcome price competition by having a very clear company
value proposition that consumers can't get elsewhere.” said Calloway Cook. founder of Wuminate
Labs,

The ecommence space has become so saturated that standing out from other e<commerce
businessee is challenging, through no fault of your own.

“Distinguishing yourself from your competitors i crucial to standing out and attracting new
customers for your business” sald Harsha Reddy, co-founder of Small Biz Genlus. “This can be
accomplished by making sure your website looks professional and is optimized correctly to suit

today’s Google algorithm. Also, by providing a unique product or service, you can focus on a
smaller demographic, making it easier for you to increase your domain autherity.”

3. Order fulfillment

Mot everything has to fall on the small business owner's back. You could be inundated with more
orders than you are prepared to handle on your own. In this case, outeourcing order fulfillment
and e-commerce shipping can ease your workload and streamline the customer experience.
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“Order Fulfillment should be outsoireed to a third-party fulfillment company whenever Notes
possible for increased efficiency,” Cook sald.

4. Customer experience

As a primarily e<commerce business or a business that conducts some selling online, you might
find 1 a challenge 1o offer your customers the same experience level they would get in a brick-
and-mortar store.

“One of the most overlooked aress of the customer experience in moving to e-commerce
is pricing and customer segmimtation,” said George Dunham, CEO of epnCLHE
" Cusitomer experince i especially important when launching an e<comumerce mitiative.
because customers expect 1o be treated s well or better online a= they are face ©
face.”

Prurhaun saded thit compandes struggle to meet thwse new demands because doing so regquires
precise handling of pricing, analytics and customer segmentation. Successful experiences in the
ecommernce space require the same, if not greater, clarity in product offerings. pricing, loyalty
programs and more, as & required in a face-to-ace buying process,

“In a world where everything is happening online, your customerns expect more, and they
also know mone about your products, prices and competition.” Dunham said. "They expect to
be treated the same way online as offline, so if they can get a certain price in person but can’t
get that price online, they get frustrated and purchase somewhers elsi.”

5. Quality website traffic and visitor conversion

Building. designing, and running an ecommerce website Is complox. but generating quality
oomversions is even more challenging, according to Lisa Chu, owner of Black N Bianco,

“To tumn your traffic into converting customers. you must have a website that is modemn,
clean, user-friendly, trustworthy and virus-free,” Chu sald. “Every industry is different. so
understanding vour audience is crucial to designing a website that resonates with your audience.”

Designing an effective business website bs just the beginning. though. Maximizing the content
on your website through SEO is the next - and perhaps most important - step.

Phillip McCluskey, commercial director of One Erth, sabd that average conversion rates
globally are less than 3%, malang driving relevant traffic o vour site a sticking point.

“Extensive short-tail kevword research should be conducted 1o ensure you are optimizing
your pages for relevant search terms,” b said, 1t in likely that the competition for these terms
when [they are] just starting out will not realize immediate web traffic; therefore, long-tail
keyword research should be conducted to understand the relevant ‘what” "how,’ ‘who' and
‘where” within vour niche.”

Shirley Tan, developer partnership manager at Yahoo Small Business, said many basinesses
used 1o take the ~if | build my online slore, customers will somehow discover it” approach.
“Today, that is no longer the case. When there were fewer e<ommerce stores, they may have been
able to rely on a stumble-upon effect, but now the intermet is too crowded and noisy. Therefore,
engaging the customer and getting their attention has to be more meaningful and impactful.”
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Notes To combat the nolsy e-commerce space, Tan sald ecommerce SMBy need b0 understand
who they are targeting to create a customer base who will be their constant source of revenue

and loyal shoppers.

6. Visibility

How are you supposed to get guality traffic to your site and turn visitors into customers if people
can't find your site? Tt's a significant issue for e-<commerce businesses and one that could make
or break a business.

“li the company doesn’t show up on the first page of Google's search msults for relevant
keywords, then it's unlikely that prospective customers will find them,” said Michael Anderson,
marketing and SEQ specialist at Geojango Maps. "The best way to overcome this challenge s
to invest in SEQ. E<commerce companies should conduct keyword research, implement on-page
SEQ besi practices, and work on building high-authority links to their website.”

Anderson said if all of the above is done correctly, it will lead 1o higher search visibility
and optimized lead generation.

“For clothing businesses, influencer marketing works very well, but §f your ecommerce
business is based around a product that solves a problem, getting your website to rank on
Google for keywords related to that problem through SEO efforts might be your best bet,” said
Nicholas Rubright, digital marketing specialist at e-commerce market research firm Zik Analytics.
“Understanding your audience is key to figuring out which marketing channel will generate
traffic that actually converis-into sales.”

7. Return and refund policies

A good return and refund policy could be the difference between success and fallure. That
sounds extreme, bul it's true.

I you want your brand to stand tall, then customer satisfaction should be the fire priority,
and whatever you're selling should be the same as what's advertised,” said Syed Ali Hasan,
digital marketing manager at Film Jackets.

In an ideal world, yes, there would never be an issue with the product you're selling, but
that's not always the case. Sometimes the purchaser has buyer's remorse, or it wasn't what they
thought it would be.

“Be transparent and create a smooth, fast and easy retum policy,” Hasan said. “Make it
easy o understand and not too strict, so the customer won't have to go through hassles [to
return an iem].”

Rubright said that if you don’t have a good retumn and refund policy, people are less likely
to trust you're selling something worth the money, “When a site says ‘'no returns or refunds,’
it makes the customer much mare likely to think it's a risky purchase or, worse, a scam, since
online businesses can be less known.”

8. Finding the right market

“The first step of any business is to find product-market fit, and e<ommerce is no different,”
Rubright said. “Product-market fit is the degree to which a product satisfies market demand.
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The easiest way to find that fit quickly is to build a product thal solves a probiem you have.” Notes

However, finding the right market for vour product isn't the easiest task. Rubright offered
some insights on bow to make it more straightforward.

“If vou haven't figured out vour ideal customer yel, | recommend making some assumptions
as to what your tanget market bs and running Facebook adn to this audience. When you finally
do make a sale, try and understand everything you can about who bought your product, and
find more of those people by any means necessary. Onee you have product-market fit figured
out, then vou can figure out thi best way to reach your ideal custormers.”

Did vou know? In addition to Facebook ads, Facebook busingss tools include a
Facebook Page where you can engage with castomers and Facebook Groups to foster
communication.

9. Making and increasing sales

Once you figure put your products, get your website set up, and have your small business
marketing plan in place, the next step is making sales. Making a sales plan and selling your
products and services seems like a no-brainer: however. i's not always that straightiorward.

“To increase sales, e<commence ShBs need to have the right product at the right price and
ensuse they are top of mind when the custoener is réady to make a purchase,” Tan said. “This traffic
can be hard to get: to drive sales, it's important a brand endears themselves to their customers.”

Aunide from customers already having vou in mind when they need something and feeling
positive about your product. your website plays a big part in how many sales you'll make.

Tan suggested asking yourself the following questions to determine your website's efficiency:

» s the website layout easy to navigate?

* s the chechout experience simple and easy?

* Are there coupons that can be applied when customers spend a certaln amount to ge! 4

discount?

“Website functionalities like these can greatly increase conversions and make the customer
experience more enjoyable,” Tan said.

10. Borderless e-commerce

Because of the ncreass in ecommerce websites available worldwide, shopping has become
borderless. Consumers can easily purchase from companies outside of their own countries. As a
result, ecommerce businesses must sccommodate customers of all backgrounds.

Supporting a diverse customer base means providing information in various languages.
According to CSA Research, 78% of online shoppers prefer to purchase products with information
in their own language, 92% would prefer shopping in their local currency, and 33% might abandon
the cart if pricing is only in US. dollars,

To maximize your chances of having a sucoessful ecommence business, use thought and
consideration when accommodating other languages and cultures.
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Notes 11 Augmented reality

The augmented reality (AR) market is expected to reich $198 billion by 2025 AR allows
ecommerce businesses to show consumers what a product would look like in their space. For
instance, if someone is purchasing a couch for their living room. AR can help them visualize
the sofa in that very room.

This visualization tool often solidifies thelr decision tn make a purchase, as comsumers can
have maore confidence it will look good in their home,

If the AR model would work with your products, perhaps you should incorposate this
technology with your ecommerce store.

12 [oT commerce

Interniet of Things (IoT) commerce has been a popular way for consumers to make digital
purchases through loT devices, such as smart speakers, cars, appliances and other smart device.
In the carrent APT economy, business ownirs can accelerate product delivery to new channels.
To accommaodate this new way of shopping, e<ommerce businesses must focus on their PIM. so
they are ready to respond to AP] requests and sell in unconventional chanmls,

38 ONLINE MARKET RESEARCH

Online Market Research is a research method in which the data collection process is carried out
over the Internet. It can be either Qualitative or Quantitative. Qualitative Online Tools include
Video Ethnography and Market Research Online Communities (MROCs).  Quantitative Online
Methods include mobile and app surveys,

This research can evaluate the performance of a product or service and may allow companies
to glean insight into consumer purchasing behavior. With the rising use of the Internet, online
research has become a popular wol among market research firms. Online research can provide
additional information sbout a buyer, sach s her prior purchasing history. Online research
profects can bo carried out by & company itself or by a hired research firm.

Growth in Online Market Research

In recent yours, there has been a substantial increase in the recorded number of househoid
Internet users, making anline shopping more popular. As businesses have become more global
and virtual, their target audicnce has expanded well bevond any specific geographical location.
A company can conduet an onine survey in which it selects i respondents from all over the
world in a less costly manner than it would with mail, telephone, or in-person interviews,

Online retafl and transactions have become more popular in recent years. In countries like
ﬁeinhueﬂhﬁﬁhnuﬂﬂynﬂﬂnH&hlmmwmhmuu spending
Is expected 1o ncrease.

As consumers increase thelr participation in online shopping, it may become more convenient

for retailers to maintain & database of their consumers’ purchasing history. Companies can
effectively utilize this data throughout the course of their online research
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Advantages in Online Market Research Notes

Conducting online rescarch can be a complex procedure and may require considerable expertise on
the part of researchers in obtaining accurate data. 1t may be challenging to recruit participants in
online ressarch for several neasons. Reciplents may be reluctant lo participate in online research
because they may be afrald thot the privacy and confidentiality of their personal information
may be violated,

Since the identity of the researcher cannot be verified completely, people may find it difficult
to trust such rescarch methods. Researchers often present panticipants with some monetary or
nan-monetary rewards for their participation. Participants may be wary of monetary compensation
promised anline,

How to Comduct Online Market Research
There are sevieral ways that may be effective for carrying out online rescarch. Quantitative research
can be cartied oul via online questionnaines and webbased experiments. Qualilative ressarch can
be carried out via online in-depth interviews, online focus groups and participant observation,
in which a researcher acts as a part of & community to observe behaviors.

Online questionnuires and online polls are some of the mont papular online research tools.
Online questionnaires may need to be carefully designed in terms of format and length,

What are Online Panels?
Another common practioe for online surveys i the use of online panels. An online panel is a
group of selected individuals that have agreed o participate in online research projects for a

particular company at spécific intervals over a period of time. These participants are selected

through a screening process according to their demographics, lifestyles and habits, and are usually
rewarded for their efforts by the resesrch company regularly.

Online panels may allow companies to glean insight inte creating long-term relationships
with their customers.  These panels may also allow customers 1o give disect feedback about
products and services without the potential reluctance that may ocour in face-to-face interactions.
Online panels may also mitigate bins caused by peer pressure to agree on a certain viewpoint.
a phenomena that may occur in face-to-face panels.

Benefits of Online Market Research

Online market research can be a beneficial tool fior companiis due to is reach and convenlence.
Oinline research tools can be used with relative ease and accuracy for both qualitative and

quantitative research,
* Costadvantages
¢ Speed advantages
* Data collection in real-time
* Advanced analytics

Efficient global and multi-country survey managoment
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3.9 ONLINE MARKETING COMMUNICATIONS

Marketing is a process by which a product or service is infroduced and promoted (o potential
customers. Without marketing, the business may offer the best products or services in the industry,
but none of the potential customers would keow about il So, for firms marketing s important
aspect to run {t suocessfully. But, in today's era due Lo the expansion of technology and internel
Both are fast emerging ool as 4 sales channel. Internet is expanding and influrnces consumer
which shifts the consumer behavior. 1t also creates new means of purchasing products This has
bought new opportunities, challenges and threals in the form of competition o both existing
and new business.

Online Marketing Communication are the methods which ame used by online firms to
communicale with the consiumers makes the use of entire marketing efforts in the form of
advertising. public relation, personal selling, sales promotion, intemet marketing . direct marketing
in order to generate maximum impact on the tanget audience at the minimum cost and as well
a5 Create strimg expectations.

Marketing communications are a management process through which an organdzation
engages with its various audiences. By understanding an audlenoe's communications environment,
onganizations seek to develop and present messages for their identified stakeholdor groups, before
evaluating and acting upon the responses. By conveying messages that sre of significant value,
they encourage audiences to offer attitudinal and behavioral response

Marketing communications must be coondinate efforts towards the last I'of the marketing mix
= Promotion. And need to develop stromg sales and advertising messages that will connect with
the customers instantly and etfectively to highlight product's quality and brand s differentiation
from others. Successful marketing communication relies on a combination of tools called the
"promotional mix”. These tools include: Advertising, Public relations, Sales promotion, Disect
muarketing, Personal selling, and are used to describe the set of tools that a business can use to
communicate efliectively the benefits of your products or services to its customersIn the em of
mass communications and emerging mobile technologles, an organization must build an sdeqguate
mix of marketing communications.

With the emergence of pew communication channels via the intermet, we have seen an
emerpence of new way that marketing promotions can be launched by the firms for their potential
customers. Internet has affected the traditional markeding mix and ithecame an important aspect
for the success of the firm 5o, now firms are using Internet marketing communiation tools to
promote their products in the competitive online marketing world Internet Marketing bs the
process of promoting an organization using online media, typically with the goals of increasing
sales and boosting profite. Internet marketing does not simply mean building or promoting a
website nor does it mean simply putting a banner ad up on another Web site.

Effective Internet Marketing requires a comprebensive strategy thal synergizes a given
company’s business model and sales goes with their Web site function and appearance,
focusing on their target market through proper choice of advertising type, media, and design A
transformation of marketing &= underway as we spend more time on our mobiles, tablets and
laptops. The chailenge for brands is to connect with customers through all these devices in real
thene and create campaigns that work across soclal media, display sdvertising and e-commerce. The
real-time conversations brandls have with people as they interact with websites and mobile apps
has changed the nature of marketing. The modem-day marketing department needs to combine
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the creative side of the discipline - using powerful marratives (0 tap intp people’s wishes and Notes
aspirations = with the technical mde of data: digital engineering and analytics. In these days the
internet is just one of many media used o carry marketing communications message,

Online marketing uses the tnternet and information technology o extend and improve
traditional marketing function. In this paper we will focus mainly on the communication tools of
online marketing and how it helps the companies to enhance their brand loyally among: online
customers. Online Marketing Communication {OMC) refers to as a communication an inferaction
betwieen & company o brand amd its customers using digital channels and information technology.

Online Marketing Communication Methods

Online Marketing Communication methods are used by online firms to communicate the consamer
and create strong brand expectations, It has dual purpose = OMC s used 1o strengthen the firm's
brand by informing the consumer about the features of the products. Secondly it provides sales
by directly encouraging the product to buy the product soomer or later,

There are different methods or tools of online marketing communication as traditional
marketing concepl.

These are as follows:

Omline Advertising: The most known technique of online marketing is online advertising,
In this method virtual space is used to put markoting messages on websites (o attract internet

users. Just similar to methods offline marketing and other types of enline marketing, the major
objective of online advertising is 1o increase sales and build brand awareness

Online advertising mvolves using of internet for displaving promotional messages on the
compater screens. Online advertising similar to TV ads wes the elemwnt of interruption. But
It s Bt in o much more creative. Contrary to TV advertisement, online advertisernen). do not
force the mecipient to pay attention 1o the promotional peace, bul it iries 0 persuade or attract
the consumier o do =0, bevavse instead of coming in intervals it 18 placed along or among other
noti-marketing contents.

The now empowered internet recipient atill has the power to ignore thee advertisenent and it
1 totally up to her/him to click or pot. Online advertising, sometimes called display advertising,
uses different methods to display a marketing message online.

Needless to say that with the progress of technology, tew ways of practicing the art of
anline advertisement fs developed. In addition to images, pictures, logos ete, other different
methods now used in this feld including interstitial banners, pop-ups and pop-under, map
adverts. fioating advert, barner advery.

A} Interstitial Ads: Interstitial ads ane full-page wds that appears betore the destined wibpage
Interatitials are full-screen ads that block out the app’s other content. They often freeze
on the screen for a sebact number of seconds until a “x” out button presents itself. These
are generally inserted within the single website and is displayed when the user moves
from one page W nisl,

B} Banner Ads Banners, or display ads, are small advertisements usually at the top or
bottomn of the screen. They are the go-to choice in mobile advertising for developers at
the moment. Banner advertising is a rectangular graphic display that stredches across the
top or bottom of a website or down the right or left sidebar. The former type of banner
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Notes subvertisemien! i called a leaderboard. while the latter is called a akyncraper. Banner suds

are image-based rather than texi-based and are a popular form of website advertising.
_ The purpose of banner advertising is to promote a brand and/or tu get visitors from
the hosi webaite 16 go to the advertiser's webuite.

C)  Floating Ads :These are ads that appear when we first go to a Web page, and they
*float” or "fly" over the page for anywhere from five to 30 seconds. While they are on
thir scroen, they obscure the view of the page which we are trying to read, and they
often block mouse input as well,

D) Pop up Ads: Pop-up ads are advertisements that show up in a new browser window.
There's no one standard size for popup ads. Popup ads also vary widely in the amount
of browser commands that show in the window.Pop-up windows come in many dif-
ferent shapes and sizes. typically in a scaled-down browser window with only the
Close. Minimire and Maximize commands. Popups are simply one of many formats, |
alongside fixed spaces within a page. interstitials (between pages), search, rich media,

microsites, emall, sponsorships, listings and others. Pop-ups are simply part of the
digital media mix.

E) Popunder Ads Atype of window that appears behind the browser window of a Web
site that a user hias visited. In contrast to & pop-up ad, which appears over {on top of)
the browser window, a pop-under is less obtrusive as it hides behind other windows.
Pop-under are used exensively in advertising on the Web, though advertising is not
the only application for pop-under windows. '

E-mail Marketing

It moans using e-mail for sending promational messages to internet users, has been considered
one of the more effective methods of online marketing. Among its benefits point to “high
response rates” and "low costs® of email marketing and believe that this advantages “are rapidly
turning email marketing into an invaluable tool”, Despite these beridits email marketing suifers
from deficiencies. One these problems are that online customers can easily ignore the received
advertisements and even some email clients would decide to put them in the spam folder. So
some measures should be taken to overcome the possibility of ignoring promotional emails on
the part of customers, One of the solutions is 10 not solely rely on email marketing,

Marketers should employ different channels and methods of marketing 10 incresse the
chance of success. Another messure to transcenid problems of email-marketing is permission
emall marketing. “Permisgion marketing” has been coined by Godin In this method recipients
are asked for thelr permission to receive marketing messages from the commurcial marketen.

S0 unless the recipients have not expressed their consent, they will not send commercial
emails, Search Engine Mard~ting (SEMJSEM s a type of Internet marketing associated with the
researching, submitting and pos*ionini of a website within search engines to achieve maximuam
vinibility and increase your share of paid and/or organic traffic referrals from search engines.
SEM involves things such as search engine optimization{SEQ), keyword research, competitive
analysis, paid listings and other search engine services that will increase search traffic to the site.

Nowadays it is hardly possible to imagine o business which has not ils own website, But
having & well-designed weballe docs not necessary nesult in an ideal amount of visite In order for
this goal o be accomplished another type of online marketing, called SEM should be adopted. In

136 I Self-tnstructional Material



Online Retailing

fact, one of major methods of conducting online marketing is search engine optimization. which HNotes
Is ako called search engine marketing,

Davis [2006) defines it in this way: "SEQ - s} for Setreh Engine Optiinitzition - i Hie ar,
eraft, and sclence of dreving web truffic b0 web siles, .. web triffic Is food, drink, and avygem - in s,
life itself = to any wed-besed businees®

Parikh and Deshmukh (2013) also offer this definition: “Setrch engne eptimizsition cm be
described as & custer of strabegies and techniques wsed te increase the wmpunt of sisitors bo o website by
obtaining a high-ranking placement tn the search revults page of & search engine (SERP)”.

The importance of search engine optimieation lies in the fact that costomers most of the
time use engines as 4 major gate to get around in the intermet. So some marketing technigues
have been developed to enhance the rank of intended business websites in the search engine
resultn, The purpose of SEO strategies s to place a given wolbsite among highly listed entries
returned by search engines which in its turm produces more. traffic.

S0, Web site owners, webmasters and online marketers want search engines to send traffic
to their site. Therefore, they need to make sure that their sites are relevant and important in both
the eyes of the search engines and the users.

Adifiliate Marboetimg: Affiliate marketing i o major component of online marketing methods
and refers 1o the process of gaining a commission by promoting products or services of anothar
comparsy. Alwo in this method two or more website owriers can build relationship 1o fnoresss
mutual financial bencfies.

With respect to its dofinition. “affiliate marketing is sinply defined as : A web-based markiting
practice . oftin wsing sutomated systems dr specialized software in which a business seweands
their affiliate for each visitor, costomer, or sale which & brought aboul a5 a result of affiliate’s
marketing cfforts. In most cases, the reward s monetary in the form of a menthly check, It &
also known as teoancy relationships. 1F permits a firm to put Its loge or banner ad on another
firm's website from which users of that site can dick through to the affiliate site.

Social Media Marketing: Social medin marketing refers to the process of ganing Iratfic
or attention through social medi sites. Social media itself is o carcheall term for sites that may
provide radically different social actions. Social media marketing, can be easily defined as™ 4 term
used (o describe the process of boosting websile traffic. or brand awareness, through the use
of social media networking site. Most social medis marketing programs usually revolve amund
creating unique content that attracts attention and encourages the viewer to share it with their
friends and contacts on social networks,

Examph: Favebook, Twitter, Myspace eic. these social petw orking sites allows the advertisers
to focus on over | billion people. based on therr location, age and other attributes.

Digital Public Relations: Digital Public Relations (DPR) i the use of digital and socia
technologies to manage the awanmess and understanding, reputation and brand of a company
or organization, through the purposeful influence of exposure via digital media, Companies may
also use the Internet to provide corporate information about the organization and its products.
Potential customisrs will be able to find information such a8 names and background of the senior
management team, investor information, history, and product information. Through the use of
blogs, websites and by arganizing the online events companies can respond to complaints or
otber costomer concerns guickly and effectively, thus managing their online reputation and
establishing rappont with consamers.
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Notes 1. Blogs Blogs are typically focus on a specific subject (Economy, entertainment news,
etc) and provide users with forums (or a comment area) to talk about each posting.
It was started in 1997 as diaries. But become mainstream and effective markating tool
for companies, fars and users since 2004, Blogs are uses to share the information and
experiences.

2, Websiles: A website is a collection of related web pages, including multimedia content,
typleally identified with 4 common domain name, and published on at least one web
server.. A website may be accessible via internet. Companies try to improve their website
1o increase customer experiences and even modify the websites for special events, festivals
and special days.

Sales Promotion offers: These are short term incentives that facilitate the movement of

producers to the end users. Examples ane:

i) Coupoms: deals of the day provided by snapdealcoin

ii) Rebates: cash back

iif) Samples: one month free subscriber or mombvrship for TTanes com and Ganna.com

iv) Sweepstakes: Lucky draw games

v) Gemes: Free downlnadable games ctc. are provided by online firme top their customers.

Personal Selling [t tnvolves real timi conversation between a salisperson and customers,

face to face by video calling through mobile phone and computers. Even some companies real
time sales assistance online to their customers.

Conclusion

Lot has revolutiontzed every aspect of life including economy and marketing, Introducing
major techniques and methods of online marketing, this study has shed light upon the various
methods which are used by online firms to tap their customers’ loyalty As the Intermet continue
to evolve, new technologies in Intermel marketing will emenge and will define how products and
services will be marketed in the near future.

As por survey conducted by Forrester Research's "Forrester Wave: Interactive Marketing
Agencies” report supports” the “new media” marketing trend: Increasingly marketers are realizing
that {offline and online) has to be integrated.” They add this is important because consumer behavior
is shifting online and the data gained from the channels directs how to market 1o consumen.

The report further stresses that today's marketers must develop four core capabilitien:
mesasyrement and analvtics, audience research, cross channe! integration and social medin. The
web masters should consider the changing medla and consumer behavior as well as the cost and
elfectivensss of the media while using online marketing communication tools

3.10 ONLINE ADVERTISING

Online advertising is any type of imarketing message that shows up with the help of the Intermet.
That means it could appear in a web browser, search englne, on social media, on mobile devices,
and even in email Online advertiserents are placed on websites and apps to entice patential
customers that use the internet. Lesri more about the definition of online advertising and get
to know the types of online advertising and their examples.
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*  Online advertising is any type of markiting messago that shows up with the help of the Notes
Interrmet, That means i could appear in a web browser, search engine, on social media, on
miobile devices. and sven in emil

= Unline pdvertisng. also known as online marketing. Intermet advertising, digital
advertising or web advertising, i a form of marketing and advertising which uses the
Inteimist to promote products gnd services to audiences and platform o,

*  Online advertsing inclodes emall marketing, search engine marketing (SEM). social
media marketing, many types of display advertising (including web banner advertisings,
and mobile advertising Advertisements an increasingly being delivered via automated
software systens operating soroes mulbiphe wiebsites, media services and platitrms,
mmw&m

Like other advertising media. online advertising frequently involves 3 publisher, who integrates
advertisements into its onlipe content, and an advertiser, who provides the advertisements o be
displayed on the publisher's content. Other potential participants include advertising agencles
who help generate and place the ad copy, an ad server which technologically delivers the ad and
tracks statistics, and advertising affiliates who do independent promotional work for the advertiser.

In 2016, Internet advertising revenues in the United States surpassed those of cable television
and broadcast television.

In 317, [nternet advertising, reveres in the United States totaled S83.0 billlon, @ 14%
increase over the $72.50 billion in revenues in 2016 And research estimates from 2019's online
advertising spenid puts it ar $125.2 billion n the United States, some $548 billion higher than
the spend dn telovision (5704 billion).

Many common online advertising practices. are controvenital and, a a resull, have boen
increasingly subject to regulation. Many infernet users also find online advertising disruptive]6]
and Rave increasingly turmed 10 ad blocking for & variety of reasons. Oinline ad revenues also
may not adeguately replace other publishery’ revenue streams, Declining ad revenue has led
ot publishers 1o place their content bohind paywalls

Savvy adveriisers are increasingly making use of this forum for reaching consumers, for a
number of rrasons

*  It's nelatively inexpensive
& I reaches o wide dudiomos
® [t can be tracked to mensune sucress (or failore)

® [t can by personalized for o target avdience

Indeed. online advertising is only growing fn scope, as new avenues for marketers pop up
{think ads delivered through text message or marketing messages delivered to users in a certain
area known s geo-tatgeting). But, while some of the ads are less common or just gaining Iraction,
thiere are plenty that we're exposed to multiple times every day. Let's take a look at sume of the
most popular types of online advertising

Ounline advertisements are pervasive, showing up in all areas of of our Intemet. social
media and mobile experiences.

Savvy advertisers are increasingly making use of this foram for renching consumers. for a
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Notes & It's relatively inexpensive
® It reaches a wide audience
* ltcan be tracked to measure success (or fallure)

® ltcan be personalized for a target audience

Indeed, online advertising is only growing in scope, 4s new avenues for marketers pop up
(think ads delivered through text message or marketing messages deliversd to users in o certain
area, known as geo-targeting). But, while some of the ads are less common or just gaining traction,
there are plenty that we're exposed to multiple times every day. Let's take a look at some of the
most popular types of online advertising,

Types of Online Advertising

Whether you're surfing the web or just checking your email, you can't really get away from
advertisements delivered in a digital setting. Here are some of the most popular types.

L. Display Ads

Probably the oldest form of online ads. display ads, appear as everything from banners of all
shapes and sizes to text ads relevant to the content of a page You might find an AutoZone
display ad on 4 popular car blog or a banner ad promoting the newest products at Sephora on
a popular beauty or cosmetics blog,

2 Email Ads

Email acls are such a popular form of online marketing that many consumers don't even think
about them being advertisements. Open your inbox and you're likiely 1o see adventivements
promoting new services from your cable provider, special offers on children's clothes from Macy's,
or the latest cell phone gadget from Samsung or Apple. Email ads sometimes come in the form
of coupons of newsletiers.

A Native Ads

Then there are native ads that are disguised in the form of a sponsored post: for example, Virgin
Mobile doing a post Htled "6 Texts to Copy and Paste to Break Up With Your Significant Other*
on Buzzfoed. of in the form of an advertorial, an online (and sometimes print) ad designed to
look like editorial content but promoting a product or service.

Airbnb had a successiul native ad placement with The New York Times, tracing the path

of immigrants from other countries into the United States at Ellis Island. It i interesting and
informative and advertises Airbnb in 4 discreet way with a small logo at the top.

4. Social Media Ads

Whether it's Facebook, Twitter, or YouTabe, marketing messages are everyw here on socal media
platforms. From Facebook ads to sponsared tweets and ads that pop up between YouTube videos,
social media is an effective place for marketers to reach their audience because we spend so much
time scrolling through our newsfeed, commenting, liking, and sharing.-A newer form of social
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3.11 ONLINE BRANDING Notes

Omline branding relies on digital marketing for all aspects of planning, managing. and evaluating
the customer experience. In today's online world, digital marketing is eswntial, No matter
your industry or company sz, it's one of the best ways to grow your business. To baild your
company and revenue, however, you need the best digital marketing strategies on your side
Which strategies are best for your company, though, and still relevant to consumer today?

A digital marketing strategy s a plan that cutlines how your business will achieve its
marketing goals via online channels like search and social media. Most strategy plans will
summarize which online channels and digital marketing tacthes vou will use, plus how much
your will invest in thiwe channels and tacties.

To establish a digital marketing sirategy i critical. If you partner with an experienced
full-service digital marketing agency, like WebFX. you can trust that one of our initial to-dos is
building a amart and competitive strategy for your company.

Without Internct marketing strategiis, your busingss doesn’t have a map for achiéving its
goals or objectives and key nesulis. You know what you want o accomplish, but youl don’t know
haw. That often leads to the launch of a digital marketing campaign that fails to drive any results

i you want o invest in digital marketing, you need to invest in a digital marketing plan.

*  How o create a digital marketing strategy

*  Curious about how to create a digital marketing strategy?

Follow these eight steps:

* Define your brand: Outline or use your brand guidelines to define your brand and how
it'll come through in your online campaigns. Think about your unique selling points
{USPs). brand voice. and value proposition.

¢ Build your buyer personas: Determine who your business wants to reach with custom
buyer personas. Think sbout user demographics, as well as the motivations: that drive
people to choose your company, products, and services.

* Create your SMART. goals: Use specific, measurable, achievable, realistic. and
timely goals (allso known as SMART. goals) o guide vour strategy. Think about your
organization’s short- and long-term goals for growth,

¢ Choose your digital marketing strategies: Pick the best strategies for vour business. Focus
om e technlques that offer the most value for your business and industry, versus trendy
stralegien,

¢ Set your digital marketing budget: Research digital marketing pricing 1o build a realistic
buedget for your business. For reference, most businesses spend £2500 to $12000 per month
on online marketing.

* Bralnstorm your strategy: Guide vour strategy to success by planning vour atrategy. Il
you're advertising, determine your ad spend. If you're publishing content, build your
content calendar. .

* Launch your campaigns: Pollowing vour planning launch your campaigns scross
channels, Ensure all your channels feature the appropriste tracking information. Your
website, for example, should feature your Google Analyvtics tracking code.

Self-Instructionol Material Il 141



Motes * Track your resulis: Monitor and measure the performance of your stralegios by tracking
their performance. Use tools like Coogle Analytics, Google Search Console, and Google
Ad to keep a pulse on your strateges and thelr retiirn on nvestment (RCH),

Mow, let's look at seven powerful digital marketing strateghes for compandes loday:

1. Search engine optimization (SEO):

Search engine optimization (SFD) is one of the most effective digital marketing initiatives today.
it iz the process of improving your website so that it ranks highly in search engine results for
keywords and phrases related to your business. The more keywords you rank for = and the
higher you rank = the more people will soe and become familiar with your website and business.

SEQ aims to direct more traffic o your websile from members of vour target avdience
These are consumers who ane actively searching for the products and services vou offer, as well
as users searching for more top of the funnel content.

If you're a landscaper, for mample. you may use SEQ to increase your ranking in search
results for the keyword, “residential landscaping design,” and, “common lawn weeds.” While
these keywonds have different intenis, one transactional and another informational, they arget
vour audience.

Due to that targeting, you encourage tralfic 1o your website from users that matter.

Why use SED as a digital marketing strategy?
SEO digital marketing strategy benefits
*  When it comes to digital marketing strategies, look at SEO as a requirement. it intercepts
every member of your target sudience = no matier where they are in your buying funnel
The reason is that almost every user begins their search for a newe product or service with
a search engine.
*  For example. did you know thet 80 percent of consumers do their product researcl, coirne?
Or, that after searching for something, more than hall of users discover a new compar,
product. With SED as one of your online marketing strategies, that could be your business
¢ To emphasize the usefulness of SEO as an [nternel marketing strategy, consider the
following: .
®  Less than 10 percent of searchers sdvance to the second page of search results
¢ Most of the time, when a user performs a search on Google, they don't click past the first
page of nesulls. Why? They often find what they're looking for, which means it's critical
that your business earms a spot on the first page of search results.
*" More than 30 percent of searchers click on the first result
* With so many users finding their answers in the first listing of search results, it's clear that
you can't rankon the second page of results. Even if you have what people are laoking for,
you're hidden from thelr view — oul of sight, cat of mind.

* That is why an effoctive SEO strategy. as well as our leading digital marketing agency, s
essential. With our performance-driven SED services as a part of your online marketing
stralegy, you can attract more potential clients and eam mone revenoe.
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2 Pay-per-click (PPC) advertising Nates

Another powerful and cost-effective online marketing strategy i pay-per<click ("'PC) advertising.
Pay-per-click (PPC) is an internet advertising maodel used to drive traffic 1o websiten, in which an
advertisor pays a publisher (typically a search engine. website owner, or a network of websites)
when the ad is clicked. PPC ks a paid form of advertising that relies on an auction-based system.

With PPC, you bid on keywords that vou want vour ads to show up for — your ad triggers
when a user's search includes your keyword. These ads then appear ot the top of search results.
above organic listings. f 2 user decides to click on your advertisement, you then pay for that click.

In other words, you don'l pay for ad space — only for the resulis. !

For example, if you sell winter boots for children, you could bid to advertise in the search
results, when & user searches, “children’s winter boots” This keyword Is more transactional.
which is what you want for a I'PC campaign — it's paid advertising, so you want a fast return
o trorestment [ROT)

FPC can include advertising on search engines. as well as social media and other platforme.
Yot can even advertise in apps ke WeChat,

PPC aims to reach searchers with transactional querkes, meaning they’re ready to buy your
products or services. When they click on your ad, theyll arrive at your landing page and see

a call-io-action {CTA) to canvert, whether by purchasing a product, signing up for an email
newsletter, or another action.

PPC benefits
* PPC is one of the most cost-effective paid advertising methods.

» For many businesses just getting started with digital marketing or looking for a quick
boost. PPC Is & useful online marketing strategy. It propels your website to the top of
search results, which can help Il your company's organic search result ranking is several
pages back.

Content marketing

Comtent marketing is another go-to online marketing strategy for companies today. In content
murketing, vour bustness focuses on reaching, engaging, and connecting with cotsumers via
content. This content, which can include videos, blog posts, infographics, and more, provides
values to users. [V's not. however, sales-omentated copy — it's informational

For example, if you run a business that sells ski and snowboard supplies, you could write
an article about what a beginner needs for their first outing, You could also write articles on how
1o tuke care of a snowboard, and what accessories can help improve ski performance.

With these individual pieces of content. you target specific keywords, No matter what format
you chpose for your content, it's critical that it's relevant and beneficial to your audience. You
want 1o create original and highquality conbent that makes users want to share it with their
friends, families, coworkers, and other people in their soclal petwork.  *

The overall goal of conternt marketing as a digital media strategy is to provide valuable
information to your target sudience, increase traffic. and generate conversions. From a technieal i

l
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standpoint. content marketing also focuses on optimiring vour content for search engines to
improve your visibility in search results.

3.12 ONLINE CUSTOMER RELATIONSHIP

The better a business can manage the relationships it has with its customers the more successful
it will become. Therefore IT systems that specifically address the problems of dealing with
customirs on a day-to-day basis are growing in popularity,

Customer relationship management (CRM) is not just the application of technology, but s
2 strategy to learn more about customers' needs and behaviours in order o develop stronger
relationships with them. As such it is more of & business philosophy than a technical solution to
assist in dealing with customers effectively and efficiently. Nevertheless, successful CRM relies
on the use of technology.

This section outlines the business benefits and the potential drawbacks of implementing
CRM. It also offers help on the types of solution you could choose and how 1o implement them.

In the commercial world the importance of retaining existing customers and expanding
huhmhpwmmtﬂnmumm!wﬂhﬁndmgmwmﬂmmnmﬂmmﬂng
customer could be important. The more opportunities that a customer has o conduct business
with your company the better, and one way of achieving this s by opening up channels such
as direct sales, online sales, franchises, use of agents, etc. However, the more channels you have,
the greater the need to manage vour interaction with your customer base.

Customer relationship management (CRM) helps businesses to gain an insight into the
behaviour of their customers and modify their business operations to ensure that customers are
served in the best possible way. In essence. CRM helps a business to recognise the value of its
customers and to capitalise on improved customer relations. The better you understand vour
customers, the more responsive you can be to their nesds.

CEM can be achieved by:

* finding out about your customers’ purchasing habits, opinions and preferences
* profiling individuals and groups to market more effectively and increase sales
¢ changing the way you operate to improve customer service and marketing

Benefiting from CRM is not just a question of buying the righl soltware. You must also
adapt your business to the needs of your customers

QMMbmaﬂuﬂEHM

Implementing 2 customer relationship management (CRM) solution might involve considerable
time and expense. However, there are many potential benefits. A major benefit can be the
development of better relations with your existing customers, which can lead to:

* increased sales through better timing due to anticipating needs based on historic trends
* identifying needs more effectively by understanding specific customer requirements

* crosssellingof other products by highlighting and suggesting alternatives or enhancements
. Henl:ipmgwhidl of your customers are profitable and which are not
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' * effective targeted marketing communications almed specifically al customer needs

* amore personal approach and the developmint ol new or improved products and services
in order to win more business in the future

Ultimately this could lead to:
* enhanced customer satisfaction and retention, ensuring that your good reputation in the
marketplace continues to grow
*  increased value from your existing custormers and reduced cost assoctated with supporting
and servicing them, increasing your overall efficiency and reducing total cost of sales

* improved profitability by focusing on the most prafitable customers and dealing with the
unprofitable in more cost effective ways

* Once your business starts to look after its existing customers effectively, efforts can be
concentrated on finding pew customens and expanding your market. The more vou know
about your custormers, the easier it is to identify new prospects and increase your customer©
base.

* Even with yewrs of accumulated knowledge, there's always room for improvement
Customer needs change over time. and technology can make it easier to find out more
about customens and ensure that everyone in an organisation can exploit this information

Types of CRM solution

Customer relationship management (CRM) is important in running a successful business. The
better the relationship, the easier it Is to conduct business and generate revenue. Therefore using
technology (o improve CRM makes good business sense.

CRM solutions fall into the following four broad categories.

L. Outsourced solutions : Application service providers can provide web-based CRM
solutions for your business. This approach is ideal if you need to implement a solution
quickly and your company does not have the in-house skills necessary 1o tackle the
job from scratch, It i also a good solution if you are already geared towards online
ECcommerce.

1 Off-the-shelf salutions: Several software companies offer CRM applications that integrate
with existing packages. Cul-down versions of such software may be suitable for smaller
businessen. This approach is generally the cheapest option as you are investing in standand
software components. The downside is that the software may not always do precisely
what you want and you may have to trade off functionality for convendenice and price
The key 1o success is to be fexible without compromising too much.

3 Custom software: For the ultimate in tailored CRM solutions, consultants and saftware
engineers will customise or create a CRM system and integrate it with your existing
woltware,

However, this can be expensive and time consuming. 1f you choose this option, malke
sure you carefully specify exactly what you want. This will usgally be the most expensive
opion and costs will vary depending on what yvour software designer quotes.
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Nates 4  Managed solutions: A half-way house between custom and ootsourced solutions. this
involvis renting a customised suite of CRM applications as a tailored package. This can
be cost effective but it may mean that you have to compromise in terms of functionality.

How to tmplement CRM

The implementation of a customer relationship management (CRM) solution Is best treated 28 2
si-stage process, moving from collecting information about your customers and processing it to
using that infermation to tmprove vour marketing and the customer experience.

* Stage 1 - Collecting information : The priority should be to capture the information you
need to identify your customers and categorise thoir behaviour, Those businesses with
a website and online customer service have an advantage as customens can enter and
maintain their own details when they buy.

* Stage 2- Storing information: The most effective way to store and manage your customer
information is in a relational database - 4 centralised cuntomer database that will allow
you to run all your systems from the same source, ersuring that evervons uses up-te-dale
information.

* Stage 3 - Accessing information: With information collected and stored centrally, the next
slage is to make this informition available to staff in the most useful format,

* Stage 4 - Analysing customer behuviour: Using data mining tools in spreadshect programs,
which analyse data to identify patterns or relationshipe, you can begin to profile customers
and develop sales strategies.

* Stage 5 - Marketing more effectively: Many businesses find that a small percentage of
their customers generate a high percentage of their profits. Using CRM to gain a better
understanding of your customers’ neds, disines and self-perception, vou can reward and
target vour most valizmhle customers.

¢ Stage 6 - Enhancing the customer experience Just as a small group of customers are the
moit profitable, a small number of complaining customens often take up a disproportionate
amaunt of staff time. If their problems can be identified and resolved quickly, your staff
will have more time for other customers.

Potential drawbacks of CRM

There are several reasons why implementing a customer relationship management (CRM) solution
might not have the desired results.

There could be a lack of commitment from people within the compary to the implementation
of a CRM solution. Adapting to a customer-focused approach may require a cultural change.
There is a danger that relationships with customers will break down somewhere along the line.
unless everyone in the business is committed to viewing their operations from the customers
perspective. The result is customer dissatisfaction and eventual loss of revenue.

Poor communication can prevent buy-in. In order to make CRM work, all the relevant
people in your business must know what information you need and how to use it

Weak leadership could cause problems for any CRM implementation plan. The onus is on
managernent to lead by example and push for a customer focus on every project. If a proposed
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plan lsn't right for vour cistomess, don't do it Send vour twams back to the drawing board o | Nates
come up with 4 solution that will work

Trving to implement CRM as 4 complete solution in one go is a lempting but risky strategy.
It Is better b break vour CRM project down into managwble picces by setting up pilot programs
and short-term milestones. Conséder stariing with a pilot project that incorporates all the nicessary
departments and groups but is small and flexible enough 1o allow adjustments along the way.

Don't underestitnate bow much data vou will require, and make sure that you can expand your
systems if nevessary. You need to carefully consider what data is collected and stored to ensare
that only useful dats & kept.

You must also ensure you comply with Québec's An Act respecting the protection of personal
Information in the private sector

Aveid adopting sigid rules which cannot be changed. Rules should be flexible 1o allow the
needs of individual customers to be miel.

Questions for CRM suppliers

For many businesses customer relationship management (CRM) can be a large investment. Theredore
it s vital to choose your supplier carefully, Making the wrong cholce could be expersive and
evin jeopardise your business. Before implementing a solution hased on CRM technology, you
might want 1o ask any potential suppliers the following questions:

3.13 ONLINE PRICING STRATEGIES

A pricing strabegy tnvolves determining the ideal price of 2 product or servioe based on the markist
factors — market condition, customirs’ purchasing power. market demand, and competitor pricing.

Wiy s it tmiportant?
= Price mistakes can bring down your business
« Setting low prices to aftract custorners may work initially, but it makes it hard to raise

prices down the road. Conversely, high prices give you meore profit margins on items but
could reduce sales

Wihat's the solution®
You need to strike a halance between sales and profitability. To do so. you need to choose the

right pricing strategy for your business, Let's look at somé popular pricing methods you should
consider for your price dechions

Pricing Methods

1. Penetration Pricing: In a penctration pricing strategy, companies set the product price
point significantly lower than their competitors. 1t enables new businesses — or new
product lines of established businesses — to enter a market and quickly attract many
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desired objectivia
A penetration pricing strategy will help you gain a significant market share with the low

sﬂlhgprku.?mmmmmhhmmmkhmmmmmhﬁn;

strategies like oocasional product offers.
mmﬂmmmmmﬂmhﬂhﬂghmhhﬂnmpmﬂw
miarkets. Once they acquire customers’ trust, they can raise the prices.
mmmmmm@mwwpmﬁm the product
launch and lowering the price gradually ss the product demand docreases and new
coEmpetitors enter the market.
Hﬁﬁiﬂuﬁgﬂmﬂmﬂdyadapunwmk@mpuquummﬁwﬁmm
product or service. The initial high price helps cover the product development costs,
wﬁhﬂwlmhwwmhpmm:mmpuﬂﬁmnpinﬂmmmﬁm

It complements new products in fashion and technology businesses where the Latest
products are highly sought after,

Economy Pricing: Pricing stratogies: Economy pricing for the price-conscious buyer
Emmyptﬂngmgeuﬂupmmﬁubuym?uuprwﬂemdmmdmﬁ
Iummhnhmm;ﬂubn.bmymnhumqmmhwamufpmbxﬁmhm
ammbhpmﬂinurgin.ﬂuumdlhhprkhgmuﬂdepﬂﬂnupmﬂhﬂn;
buyers by providing a better offer than they find in the market. SHIL it can be risky if
you don't get the large sales volumes, and it ends up hurting your profits as a retailer.
D}mmk-hhhn;ﬁmmkprkhg.nhukm«nmdmudpﬂ:ﬁghamﬂhhmg
nuﬂmdthlwhprmhmdmmrhﬂmdmﬂmrdemmdlthmmmrﬂyuwd
by utility businesses, airlines. and hotels.

Companies vary prices depending on what the customer i willing to pay at that tme.

mempkiuwduumﬂnndpﬁuhmmmmmghdmﬁﬂwm and
customers are willing to pay that high price,
&mﬂmhﬁmlnaﬁmﬁmnﬁmnﬂhﬂnmﬁmnbﬂ:hmdl
product or servioe for free. hoping that the customer will be willing to upgrade for more
features in the future This model suits & SasS or software business.

You can offer customers limited memberships or free trials so they see value in your
product and mymuuwmldubﬂnwmwtnmnmﬂtdm
Mun.hlmhmp!mﬂwlhmmalﬂmmmgﬂﬂwmmhﬁmwhntluﬁn;
their email address, and use email marketing to nurture prospects into loyal customers.
Mﬂhﬁmﬁmﬂummguamwmmnymh@urpﬁmmm
products than your close competitons. By this, you give cistamers the nation that vour
product is of higher quality — higher perceived value — than others in the market.
Hitmﬂmpmumprtﬁmmuumwpm&imwmhnndmmmms
vour business’s general perception.
Mﬁﬁmhamﬂmmmw.mhﬂmrmmummeml

af production of the product or service,

Ideally, you're setting prices depending on the profit you want to make.You can add a
profit margin in percentages ~ markup percentage — to your production cost for that.
"ﬂwmﬁ-ﬁmmuﬂdwﬂlm}yhdﬁcﬁwﬁmdmmcmlmm also using the
ﬂmmndulﬁ?mumnpoﬁhnuulpﬁngtaﬂkhxmmmmmﬂﬁrm
might be lower, and customers might tum to them.
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B Bundle Pricing: Bundie pricing is a strategy where you put together more than one Notes
product or service and sell them under one package.
Bundling helps your customers buyv more products al a refuced price than i they bought
them separately,
For the businesses, it attracts mone costomers and sells products that usually don't move
fast.
9. Paychological Priciag: Paychologhal pricing s an effective pricing strategy that targets
human psychology to get more customers. The most common psychology pricing tactic
is the nine-ending price effect. as a product sells better at $§599 than at 5600,
You also see psychological pricing in action when businesses place a more expehsive
item next 1o the one the customier is willing to buy. ‘Buy anhe, get one free’ tactic is also
another example. When using this growth hacking strategy. vou need to understand
your audience. It works best if your customers are typical saovers who love discounts
and offers
Hence: a pricing strategy i a crucial aspect of your ecommerce business marketing plan,
It helps you set the right prices and determine your business profit margin. You can use any of
the 9 pricing strategies above we have discusséd to boost your ecommerce salis and scable vour
business.

Despite all these, still remember that an e-commerce pricing strategy that works for one
businiess might not work for you Understand your target audience, gaupge the market demand,

and research vour competitor’s pricing to see which pricing strategy fits vour needs. As you
work hard om pricing and marketing your products, we can handle your ecommernce website

3,14 INTERNET PROTOCOL SUITE

For any network to extst, there must be connections between computers and agreements or what
is termed as protocols about the communications language. However, sotting up connections and
agresments between dispersed computers (from PCs to mainframes) is complicated by the fact
that over the last decade, systems have become increasingly heterogeneous in both their software
and hardware, as well as thelr intended functionality,

Protocols are software that perform a varlety of acthons necessary for data transmission
between computers. Stating more precisely, protocols ame 2 set of rules for inter - computer
communication that have been agreed upon and implemented by many vendors, users, and
standard bodies. Ideally, a protocol standard allows heterogeneous computers to talk to sach other,

At the most basic level, protocols define the physical aspects of communicabion, such as
how the system components will be interfaced and at what voltage levels will be transmitted.

At higher levels, protocols define the way that data will be transferred, such as the
establishment and termination of ‘sessions’ between computers and synchronization of these
transmissions. At still higher levels. protocols can Standardize the way data itself is encoded

On the internet. “Protocol” usually rofers to a set of rules that define an exact format
for communication between systems. For example. the HTTP protocol defines the format for
communication bebwesn Web browsers and Web servers. The Internet Protocol suite is the set
of communication protocols that implement the protocol stack on which the Internet and most
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Notes commercial networks run. Prdocol stack is the st of protocols that work together on different
levels 1o enable communication on a network.

Protocol is a precise definition of how computers interact with one another on a network
in order for the Intemet to work reliably, participants agree 1o =t up their systems in accordance
with a specific set of protocols, ensaring compatibility between systems The protocols are based
on the layers of the IS0 / OS] model of layers. Each layer ls responaible for providing specific
services or funchions for compulers exchanging informatiin over a communications network
[=uch as the layers in the 1SO / OS] reference model) and information is passed from one laver
to the next. Although different sultes have varying number of levels, generally the highest layer
deals with software interactions at the application level, and the lowest governs hardware-love!
connections between different computers.

ISO Seven Layers Reference Model

The most important and widely accepted model for protocol layering is the seven layer model
proposec by International Standards Organization (I50). This model is known as 150 reference
maded for Open System Interconnection [0ST),

051 modlel is not concerned with specific applications of computer communication networks
Rather, it is concerned with the structuring of the communication software to achieve reliable
data transparent communication service between any two aystems cunning o comman st of
protocols. The model is independent of any specific manufacturers equipment or conventions
The logical structure of 150 model is shown in Fig, 1

The IS0 model divides communicated function into seven layers:

Appiication Layer
Presentation Layar Software
Layers
ﬂ U Sassion Layer
" Transport Layer | = Heariof OSI
Network Liryar
Hardware
Data Link Layer Layers
Physical Layer

Fig. 1: 150 Seven Layer Communication Model
mmmnmnajmmwwmmmd with achieving
data communication between two connected systems. The last four lavers (4.7) are known as
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sppiication oriented lavers xs they are concerned with providing meaningful applications service | Motes
using, netw ork level connectivity provided by the lower layers, The functions of each layer ane
described below:

1. Physical layer: The physical layer describes the physical interface between devives and
rules by which bits are passed from one device to another,

2 Data link layew: The data tink layer attempts fo make the physcal link meliable and
provides the means o activaie, maintain, and deactivate the link 1t also provides the
network layer with o relisble mformation transfer facility. It s responsible for such
Tunctions as error detection, recovery (using transmission of frames), anid notification.

3. Network layer: The basic service of U network Liver s 1o provide transparent transher
of data between transport entities. It includes facilities for network addressing and end
point identification, retwork routing, service selection when different services are available,
ot

4 Transport layers Transport layer s nesponsible for organizing reliable transfer of data
between processes in different systeme. It ensures thal data units are deliversd error
free, in sequence, with no loss or duplication. It is responsible for end-to-end connection
managemient koghtal eomnection using a handshaking procedure, erros control, muliiplecing
different sessions and message sequencing

5. Sesslon layer: The session layer provides the mechanism foe controlling the dialogue
between the two end systems.

6. Presentation layer: Presentation laver is responsible for the presentation (syntax) of the
data during transfer betwoen two comesponding application laver entilies. lis services
include data transtormation, negotiation and renegotiation of presentation image, data
fortatting, transher syntax selection and encryption to ersure security.

7 Application layer: The application laver is respansible for providing user interface to
network widely distributed information services.

Tables 1: Layers in the 1SQ/051 Reference Model

150 / O51 Layers Focus

Application (highest level) Program:to-program transfer of information

Presentation Text formatting and display, code conversion
Establishing. maintaining. and coordinating

Sewsion . cals

Transport Accurate delivery, service quality

MNetwork Transport routes, message handling and transfer
Coding, addressing, and transmitting
information

The order of lavering as shown in Table 1 is reversed as the information is recéived, o
that the physical layer is the first and the application layer is the final layer that information
N
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Notes IPS MODEL

As shown in Table 1. the 150 / 051 model consists of seven layers. The Internet Protocol Sulte (1P5)
like many suitescan be viewed as a set of layers, each layer solves a st of problems, involving
the transmisslon of data, and provides & well-defined service to the upper laver protocols based
om - using servioes from some lower levels

Upper lavers are logically closer to the user and deal with mare abstract data, relying on
lower level protocols to translate data into forms that can eventually be physically transmitted.
But the (S model uses enly four of these layers. The IP suite uses encapsulation to provids
abstraction of protocols and services to different layers in the stack. The stack consists of four
layer. These are .

1. The application layers: The Application layer is the top Taver of the Internet Protocol
Suite. The applicstion layer of the Internet suite essentially combines the functions of the
top two layers-Presentation and Application - of the OS] Reference Model The Application
layer of the Internet protocol suite also includes some of the function relegated to the
session layer in the OS| reference model (see Table 3.1). The application layer ensures
the delivery of data 1o a certain application from another application. Communication
that cocurs i this layer are application specific and data is passed from the program,
in the format used internally by this application. and is encapsulated into a transport
layer protocol. The actual data sent over the network is passed into the application
layer where it Is encapsulated into the application layer protocol. From there, the data
is passed down into the lower level protocol in the transport layer. The application layer
protocole can be divided into two categories
() User profocols: User protocols are those protocols that provide service directly 1o
users. The most common Internet user protocols are:
* Telnet {remote login)
* FTP (File mansfer)
* SMTP (dectronic mail delivery)
There ate a number of other sandardized user protocols and many private user
protocols

(b) Support profocols: Support protocols are those protocals that provide common
systemn functions. Support protocols are used for host name mapping, booting, and
management. They include SNMP, BOOTP TFTP. The Domain Name System (DNS)
protocol, and a variety of routing protocols.

2. The transport layen The Transport Layer protocol provides end-to-end communication
services. The transport layer is the layer between the application and the network protocn!
and primarily provides the service of connecting applications through the use of ports.
This layer handics the connection between the actual programs running on the source
and destination systermo. This laver is responsible for accurate delivery of data to a certain
node. It ensures whether and how the receipt of complete and accurate messages can be
guaranteed. The transport laver breaks down larger messages into segments, which then
can be tranaported. This layer bs roughly equivalent to the Transport Layer in the OS]
Reference Model, except that it also incorporates some of OST's session layer establishment
nndduﬂnmﬁunfmrﬁmu.ihmmhwpﬂmqrﬁmwhyﬂmmmhnpmt
(8) Transnission control protocal (TCP): TCP is a reliable connection orfented transport

service that provides end-to-end reliability, rescreening, and flow control. It provides
a reliable message transmission service,
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b} User datagrnt protocol (UDP): UDP is & connectionless (datagram) transport service. | Notes
Like 11, it bs & best effort or unreliable protocol, The only rellability issue it adidresses
bs ermorcorrectness of the data. UDP is typically used for applications such as
streaming modia (audio and video, ofc), where on-time amival is more important
than relinbility

Network layer: Network loyer solves the problem of getting packers across a ainghe
network: With the advent of concept of Internetworking additional functionality was
added to this laver, namely golting data from the source network to the destination
network. This generally involves routing the packet acrom a network of networks, known
a5 an Internet. All Internet transport profecols use the Intemet Protocol (IF) to carry
data from source host 1o destination host. IP & a connections or datagram Internetwork
service, providing no end-to-end delivery guanantess. [P datagrams may arrive at the
destination host damaged, duplicated, our of order, or not at all, The layers above TP
ame responsible for seliable delivery service when it is requined.

The IP protocol includes pravision for addressing, tvpe-of-service specification,

fragmentation and renssembly, and security. Network laver protocols can be divided

into following categories

(a) e internet control messuge protocol (ICMP): IOMP 1 a control protocol that is considered
to be an integral part of TP, although it is architecturally lavered upon (P01 wses 1P
to carry jts data end-to-end. ICMP provides error reporting, congestion reporting.
and first-hop router redirechion.

(b} The inberied group mimagesment protecol (IGMPL IGMP is an Internet laver protocol used
for establishing dynamic host groups foe I[P multicasting, It provides the mechanism
by which hosts and routers can join and leave 1P multicast groups.

Link layer: The link layer is the lowest laver and ts responsible for the network access.

The link layer is not really part of the Intermet protocol suite, but is a method wsed ho pos

packets from the network layver on two different hosts. Because the Internet is actuatly

2 network of networks, thie laver operates only at the local level between computers

connichind by the same wire. This level may bw an Ethemiet cable LAN installed in a

corporate office, or a telephone link between a home PC user and an Internel service

provider,

It connects the node and the channel and specifies how the node connects to the

commumication chanpel. It results in o signal being transmitted on & channel. To

commumicate on a directly connected network, a host must implement the commumication
protocol used o interface to that network. This laver contains everything below the

Internet layer and above the physical layer (which is the media connectivity, normally

electrical or optical, which encodes and transmits messages). Its responsibility is the

correct delivery of messages, among which it does not differentiate.

Protocols in this Layer are generally outside the soope of Internet standardisation, the

Internet (inteptionally) uses existing standards whenever possible. Thus, Internet link

laver standards nsually address only address resolution and roles for ransmitting [P

packets over specific link laver protocols.

It can be observed that the Llavers near the top are logically closer to the user and those

near the bottom are logically closer to the physical transmission of data. Each layer has

an upper layer protocol and a lower level protocol (except the lop /bottom protocols)
that either use said layer's service or provide a service, respectively, Viewing layors
a8 providing or consuming a service s a method of abstraction to isolate upper layer I :

Self-instructional Material 1l 153




Electronkc Commérce

Notes protocols from the small details of transmitting bits over while the lower layers avoid
having to know the details of each and every application and its profocol.

This abstraction also allows upper layvens o provide servives that the lower layers cannot,
or choose not. 10 provide. For example, I i designad to not be refiable and is a best
effort delivery protocol. This means that all transport layer must address whether or not
to provide reliability and to what degree. UDP provides data integrity (via a checksum)
but doss not guarantee delivery, TCP provides both data integrity and delivery guaraniee
{by retransmitting until the receiver receives the packet),

The Pomain Name System

An Internet address of an organisation i known as domain name of that organisation.

The network Tayer is responsible for addressing the nodes and how they are connectied
Each node on the Internet has o unique M address. As [P addrrsses are difficult to remember,
Internet domain names were croated to give an easy to use system to find services in something
other than an 1P address. For example. imstead of typing www. leader.com, user could also type
L2372 1o find that site. Since advertising 2352139712 as the company name would be
very difficult for any to remember, domain names were created to allow people to find websites
and. other services quickly and remember them.

Domain Name System (DINS) was created to translate the words user types in into the I
address of the site. Domain names are easier to remember than its corresponding IF addresses.

Originally, six top level domains were created. Top level is the etters at the end of the
domain name, such as com.orgedu. The six top level domains are .com, net, org edu gov,
mil, the first throe letters can be registered by any individual or organization, while the lasi
three letbers are limited to those respective institutions (educational, government, and military).
Country domains are two letter "codes” at the end of the domain name to signify which country
the domain name is registered in. For example. .uk are domaing in the United Kingdom, fr in
France. Jdn in India, and many more,

The Domain Name Syatem is a highly distributed Internet directory service that allows the
use of easy-to-remember domaln names instead of numerical |P addresses. Domain names are used
to identify connected computers (hosts) and services on the Internet. For the Internet's routers,
domain pames are uscless because the 1P addres tells a router the destination of a given packet.
But for human Internet users, it is important to support identifiers that they can readily remember.
Moreover, each domain name registrant has the ability to change the [P’ address associated with
its domabn name any tme he/she wants Thus, Google can change the I address associated
with google.com whenever it wanis or newds o, without waiting for anyone's permission. and
without the Intermet users ever noting the difference. The ability to change IP addresses means
the ability 1o change Inte.it service providers-meaning that the DNS plays a crucial role in
maintaining a truly competitve market in Internet services.

Internet Protocol Versions 6 (IFV6)

The most widely used version of [ today i Intermet Protocol Version 4 (IPV4). However, [P
version b (IPVE) is also beginning to be supported. [PV4 is able to address about 4 billion [P
addressis. IPVS provides for much longer addnsssen and therefore, for the possibility of many more
Internet wers. IPV6 includes the capabilities of IPV4 and any server that can support IPVe and
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car alse support [PV packets. IPVe is the proposed successor to [PVA, IPV4 uses 32-bit addresses Notes
4 billion addresscs), while 1PV6 uses 125-bit addresses (3.4 x 10<sup>38</sup> addresses) [PV4
wses A2-bnt (4 byte) addresses which lmits the address space to 4294967295 possible unique
addresses. Hlowever, many are reserved for special purposes such as private networks (18 million
sddresses) or mulbeasl addesses (1 million addresses), This reduces the number of addresses
that can be allocated as public Intermet addresses and as the number of addresses available is
consumied. an IPVY address shortage appeans o be inevitable in the long run.

The [P addeess has been dividod o following parts:
*  Network number (16 bit) - Gt two octit
* Local part (1 bit), remote addness (8 bit) - last two octets.

For example IP address of Head of Commence Department 187.140 64 12 would represent
157140 as network part, University of Delhi; 64 as local pant, Commerce Department. .12 head's Pe.

IPV6 fixes a number of problems in [PV4; such as the limited number of available IPV 4
addresses. It also adds many improvements to IPV4 in areas such as routing and network auto
config