Overview

E-Commerce or Electronics Commerce is a methodology of modern business which addresses the need of business organizations,
vendors and customers to reduce cost and improve the quality of goods and services while increasing the speed of delivery. E-
commerce refers to paperless exchange of business information using following ways.

Electronic Data Exchange (EDI)
Electronic Mail (e-mail)
Electronic Bulletin Boards
Electronic Fund Transfer (EFT)

Other Network-based technologies

Electronic Document Interchange

Electronic Electronic Data
Fund Transfer Interchange
(EFT) (EDI)

Marketing,
Advertising

Information

Corporate Sharire Electronic
igital Li Publishing
Digital Library
Collaborative Sales, Customer
Work Support
Electronic Messaging
Features

E-Commerce provides following features

Non-Cash Payment: E-Commerce enables use of credit cards, debit cards, smart cards, electronic fund transfer via bank's website
and other modes of electronics payment.

24x7 Service availability: E-commerce automates business of enterprises and services provided by them to customers are
available anytime, anywhere. Here 24x7 refers to 24 hours of each seven days of a week.

Advertising / Marketing: E-commerce increases the reach of advertising of products and services of businesses. It helps in better
marketing management of products / services.

Improved Sales: Using E-Commerce, orders for the products can be generated any time, any where without any human
intervention. By this way, dependencies to buy a product reduce at large and sales increases.

Support: E-Commerce provides various ways to provide pre sales and post sales assistance to provide better services to
customers.

Inventory Management: Using E-Commerce, inventory management of products becomes automated. Reports get generated
instantly when required. Product inventory management becomes very efficient and easy to maintain.



Communication improvement: E-Commerce provides ways for faster, efficient, reliable communication with customers and

partners.
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E-Commerce Advantages
E-Commerce advantages can be broadly classified in three major categories:

Advantages to Organizations

Advantages to Consumers

Advantages to Society

Advantages to Organizations

globe.

Using E-Commerce, organization can expand their market to national and international markets with minimum capital investment.
An organization can easily locate more customers, best suppliers and suitable business partners across the globe.

E-Commerce helps organization to reduce the cost to create process, distribute, retrieve and manage the paper based information
by digitizing the information.

E-commerce improves the brand image of the company.

E-commerce helps organization to provide better customer services.

E-Commerce helps to simplify the business processes and make them faster and efficient.
E-Commerce reduces paper work a lot.

E-Commerce increased the productivity of the organization. It supports "pull" type supply management. In "pull* type supply
management, a business process starts when a request comes from a customer and it uses just-in-time manufacturing way.

Advantages to Customers

24x7 support. Customer can do transactions for the product or enquiry about any product/services provided by a company any time,
any where from any location. Here 24x7 refers to 24 hours of each seven days of a week.

E-Commerce application provides user more options and quicker delivery of products.



E-Commerce application provides user more options to compare and select the cheaper and better option.

A customer can put review comments about a product and can see what others are buying or see the review comments of other
customers before making a final buy.

E-Commerce provides option of virtual auctions.

Readily available information. A customer can see the relevant detailed information within seconds rather than waiting for days or
weeks.

E-Commerce increases competition among the organizations and as result organizations provides substantial discounts to
customers.

Advantages to Society

Customers need not to travel to shop a product thus less traffic on road and low air pollution.
E-Commerce helps reducing cost of products so less affluent people can also afford the products.
E-Commerce has enabled access to services and products to rural areas as well which are otherwise not available to them.

E-Commerce helps government to deliver public services like health care, education, social services at reduced cost and in
improved way.

E-Commerce Disadvantages
E-Commerce disadvantages can be broadly classified in two major categories:

Technical disadvantages
Non-Technical disadvantages

Technical Disadvantages

There can be lack of system security, reliability or standards owing to poor implementation of e-Commerce.
Software development industry is still evolving and keeps changing rapidly.
In many countries, network bandwidth might cause an issue as there is insufficient telecommunication bandwidth available.

Special types of web server or other software might be required by the vendor setting the e-commerce environment apart from
network servers.

Sometimes, it becomes difficult to integrate E-Commerce software or website with the existing application or databases.

There could be software/hardware compatibility issue as some E-Commerce software may be incompatible with some operating
system or any other component.

Non-Technical Disadvantages

Initial cost: The cost of creating / building E-Commerce application in-house may be very high. There could be delay in launching the
E-Commerce application due to mistakes, lack of experience.

User resistance: User may not trust the site being unknown faceless seller. Such mistrust makes it difficult to make user switch from
physical stores to online/virtual stores.

Security/ Privacy: Difficult to ensure security or privacy on online transactions.
Lack of touch or feel of products during online shopping.
E-Commerce applications are still evolving and changing rapidly.

Internet access is still not cheaper and is inconvenient to use for many potential customers like one living in remote villages.



Business Models

E-Commerce or Electronics Commerce business models can generally categorized in following categories.

Business - to - Business (B2B)

Business - to - Consumer (B2C)

Consumer - to - Consumer (C2C)

Consumer - to - Business (C2B)

Business - to - Government (B2G)

Government - to - Business (G2B)

Government - to - Citizen (G2C)

Business - to - Business (B2B)

Website following B2B business model sells its product to an intermediate buyer who then sells the product to the final customer. As

an example, a wholesaler places an order from a company's website and after receiving the consignment, sells the end product to
final customer who comes to buy the product at wholesaler's retail outlet.
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Business - to - Consumer(B2C)

Website following B2C business model sells its product directly to a customer. A customer can view products shown on the website
of business organization. The customer can choose a product and order the same. Website will send a notification to the business
organization via email and organization will dispatch the product/goods to the customer.

Consumer - to - Consumer (C2C)



Website following C2C business model helps consumer to sell their assets like residential property, cars, motorcycles etc. or rent a
room by publishing their information on the website. Website may or may not charge the consumer for its services. Another
consumer may opt to buy the product of the first customer by viewing the post/advertisement on the website.
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Consumer - to - Business (C2B)

In this model, a consumer approaches website showing multiple business organizations for a particular service. Consumer places
an estimate of amount he/she wants to spend for a particular service. For example, comparison of interest rates of personal loan/
car loan provided by various banks via website. Business organization who fulfills the consumer's requirement within specified

budget approaches the customer and provides its services.
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Business - to - Government (B2G)

B2G model is a variant of B2B model. Such websites are used by government to trade and exchange information with various
business organizations. Such websites are accredited by the government and provide a medium to businesses to submit application

forms to the government.



Business Organization Website [ | Government

Government - to - Business (G2B)
Government uses B2G model website to approach business organizations. Such websites support auctions, tenders and application

submission functionalities.

Government | | Website || BusinessOrganization

Government - to - Citizen (G2C)

Government uses G2C model website to approach citizen in general. Such websites support auctions of vehicles, machinery or any
other material. Such website also provides services like registration for birth, marriage or death certificates. Main objectives of G2C

website are to reduce average time for fulfilling people requests for various government services.

Government | [ > Website — < citizen

B2B Model

Website following B2B business model sells its product to an intermediate buyer who then sells the product to the final customer. As
an example, a wholesaler places an order from a company's website and after receiving the consignment, sells the end product to

final customer who comes to buy the product at wholesaler's retail outlet.
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B2B implies that seller as well as buyer is business entity. B2B covers large number of applications which enables business to form
relationships with their distributors, resellers, suppliers etc. Following are the leading items in B2B e-Commerce.

Electronics

Shipping and Warehousing
Motor Vehicles
Petrochemicals

Paper

Office products

Food

Agriculture
Key technologies

Following are the key technologies used in B2B e-commerce:

Electronic Data Interchange (EDI) - EDI is an inter organizational exchange of business documents in a structured and machine
processable format.

Internet - Internet represents world wide web or network of networks connecting computers across the world.

Intranet

- Intranet represents a dedicated network of computers within a single organization

Extranet - Extranet represents a network where outside business partners, supplier or customers can have limited access to a
portion of enterprise intranet/network.



Back-End Information System Integration - Back End information systems are database management systems used to manage
the business data.

Architectural Models
Following are the architectural models in B2B e-commerce:

Supplier Oriented marketplace - In this type of model, a common marketplace provided by supplier is used by both individual
customers as well as business users. A supplier offers an e-stores for sales promotion.

Buyer Oriented marketplace - In this type of model, buyer has his/her own market place or e-market. He invites suppliers to bid on
product's catalog. A Buyer company opens a bidding site.

Intermediary Oriented marketplace - In this type of model, an intermediary company runs a market place where business buyers
and sellers can transact with each other.

B2C Model

In B2C model, business Website is a place where all transactions take place between a business organization and consumer
directly.
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In B2C Model, a consumer goes to the website, selects a catalog, orders the catalog and an email is sent to business organization.
After receiving the order, goods would be dispatched to the customer. Following are the key features of a B2C Model

Heavy advertising required to attract large no. of customers.
High investment in terms of hardware/software.

Support or good customer care service

Consumer Shopping Procedure
Following are the steps used in B2C e-commerce:

A consumer
determines the requirement

searches available items on the website meeting the requirment.



compares similar items for price, delivery date or any other terms.
gives the order.

pays the bill.

receives the delivered item and review/inspect them.

consults the vendor to get after service support or returns the product if not satisfied with the delivered product.

Disintermediation and Reintermediation

In traditional commerce, there are intermediating agents like wholesalers, distributors, retailers between manufacturer and
consumer. In B2C website, manufacturer can sell products directly to consumers. This process of removal of business layers
responsible for intermediary functions is called Disintermediation.

'1\;; Manufacturer  2' |1  Manufacturer )

x_—_‘_//
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Wholesaler

) 4
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Retailer

( Consumer ) ( Consumer )

Traditional Distribution System Direct Marketing System

Now-a-days, a new electronic intermediary breed is emerging like e-mall and product selection agents are emerging. This process
of shifting of business layers responsible for intermediary functions from traditional to electronic mediums is called Reintermediation.



Intermediating Retailers

Pure Electronic Intermediary Partial Electronic Intermediary
(Pre-Email) (Partial-Email)
Electronic Distributor Electronic Broker
EDI

EDI stands for Electronic Data Exchange. EDI is an electronic way of transferring business documents in an organization internally
between its various departments or externally with suppliers, customers or any subsidiaries etc. In EDI, paper documents are
replaced with electronic documents like word documents, spreadsheets etc.

/ oA /
' Enterprise-1 ‘ Enterprise - 2 )
Sales / Sales
Purchasing Purchasing
* Structured Business
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Manufacturing * Standard formats Manufacturing
* Direct
Communication
Distribution Distribution
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EDI Documents
Following are few important documents used in EDI:

Invoices
Purchase orders

Shipping Requests



Acknowledgement
Business Correspondence letters

Financial information letters

Steps in an EDI System

Following are the steps in an EDI System.

A program generates the file which contains the processed document.
The document is converted into an agreed standard format.

The file containing the document is send electronically on network.
The trading partner receives the file.

An acknowledgement document is generated and sent to the originating organization.

Advantages of an EDI System

Following are the advantages of an EDI System.
Reduction in data entry errors. - Chances of errors are much less being use of computer in data entry.

Shorter processing life cycle - As orders can be processed as soon as they are entered into the system. This reduced the
processing time of the transfer documents.

Electronic form of data - It is quite easy to transfer or share data being in electronic format.
Reduction in paperwork - As lot of paper documents are replaced with electronic documents there is huge reduction in paperwork.
Cost Effective - As time is saved and orders are processed very effectively, EDI proves to be higly cost effective.

Standard Means of communication - EDI enforces standards on the content of data and its format which leads to clearer
communication.
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E-Marketing

E-Marketing (Electronic Marketing) are also known as Internet Marketing, Web Marketing,
Digital Marketing, or Online Marketing. E-marketing is the process of marketing a product or
service using the Internet. It not only includes marketing on the Internet, but also includes
marketing done via e-mail and wireless media. It uses a range of technologies to help connect
businesses to their customers.

/ o =
l\ g?) b'ﬂLS /}:
The primary benefits of E-marketing are: g,

o Much better return on investment from than that of traditional marketing
e Reduced Marketing campaign cost

e Fast result of the campaign

e Easy monitoring through the web tracking capabilities

Portal

Traditionally, a portal denotes a gate, a door, or entrance. A portal is a web destination that
presents information and resources that are diverse in location, technology and derivation
through a single point of entry. A web portal is most often one specially designed web site that
brings information together from diverse sources in a upiform way. Usually, each information
source gets its dedicated area on the page for displaying information (a portlet); often, the user
can configure which ones to display

Examples of early public web portals were AOL, Excite, Netvibes, iGoogle, MSN, Naver,
Lycos, Indiatimes, Rediff, and Yahoo.

Types of portals




@3 Personal web portals

A personal portal is a web page at a web site on the World Wide Web or a local HTML home
page including JavaScript and perhaps running in a modified web browser. A personal portal |
typically provides personalized capabilities to its visitors or its local user, providing a pathway to
other content. It may be designed to use distributed applications, different numbers and types of
middleware and hardware to provide services from a number of different sources and may run on
a non-standard local web server. Personal portals can be related to any specific topic such as
providing friend information on a social network or providing links to outside content that may
help others beyond your reach of services. Examples of personal portals include:

« home.psafe.com — A personal portal based on adaptive neural network technology
provides customizable content according to each user's navigation, and provide full
security against viruses, malware, phishin and bank fraud. The portal is developed by
Brazilian online security company PSafe.

@: Government web portals

many governments had already committed to creating portal sites for their citizens. These
included primary portals to the governments as well as portals developed for specific audiences.
Examples of government web portals include:

o australia.gov.au for Australia.

e USA.gov for the United States (in English) & GobiernoUSA eov (in Spanish).
s www.pakistan.gov.pk for Pakistan.

o www.gov.lk for Sri Lanka.

e india.gov.in for India.

@Cultural portals

Cultural portal aggregate digitised cultural collections of galleries, libraries (see: library pottal),
archives and museums. Examples of cultural portals include:

o DigitaINZ — A cultural portal led by the National Library of New Zealand focused on
New Zealand digital content.

« Europeana— A cultural portal for the European Union based in the National Library of
the Netherlands and overseen by the Europeana Foundation. 5 -

@ Stock portals

Also known as stock-share portals, stock market portals or stock exchange portals are Web-based
applications that facilitates the process of informing the share-holders with substantial online
data such as the latest price, ask/bids, the latest News, reports and announcements.

@ Search portals




Search portals_aggregate results from several search engines into one page. You can find search
portals specialized in a product, for example property search portals. Library search portals are
also known as discovery interfaces.

£ /Property search portals

Property search portals aggregate data about properties for sale by real estate agents. Examples
in the UK include Zoopla, Rightmove, Nestoria and Nuroa. Examples in the US include

Propertini.

@ Tender portals

A tender portal is a gateway for government suppliers to bid(boli) on providing goods and
services. Tender portals allow users to search, modify, submit, review and archive data in order
to provide a complete online tendering process.

What a portal does:

Enables universal login

Handles both structured and unstructured data

Facilitates multi-channel consistency

Facilitates messaging and notification

Automated tuning: pervasive content can be tuned based on personalization, location, browser,
etc.

e Integration to cther systems

Key features of portals:

Security

Access different data .
Transactions et
Search

Publish Content

Personal Content

*® & & & & @

The Major Functions of Portals are

According to the analyst and consulting company Ovum - as described in their study "Enterprise Portals;
New Strategies for Information Delivery”, 2000 - the ideal portal is based on eight functionality areas:

“}e  search and navigation
e information integration (coniznt management)
e personalization >~

wye nofification (push technology)

’3- task management and workflow

e collaboration and groupware _
» integration of applications and businass intelligence
e infrastructure functionality

b
it

The advantages of portals



Beyond institutional gains, portals offer obvious benefits to students, faculty, staff, and external
stakeholders.

Students benefit from:

e« \Web interface to courseware and required information about courses;

e increased and easier communications with faculty;

« online access to grades, financial aid information, class schedules, graduation checks;

e access to the communities of interest within the university, sports, clubs, and community services
opportunities; and

increased life-long learning opportunities.

Faculty and staff benefit from:

e real-time communications with students;
e simplified course management tools;
o instant access to information for advising students;

some other benefits are

efficiently deliver information to the audience;

increase productivity for the end user;

provides customizable features and development tools;
increase interaction between customers and employees;
personalized environments for end users; and

integration of external applications and services by portlets.

The limitations and drawbacks of portals

® & @& @ @ &

« The portal industry is several years old,
The uses of portals

Single Access Point:

e Internet Tools .
o Collaboration Tools: These include e-mail, threaded discvszions, chat, and bulletin

board software that offer a whole range of ways to com:~ .icate and share information
e  User Customisation:.
o User Personalisation:
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Inter Organization Transaction

is similar to Internal Requisition/Sales Order. You can iransfer goods from an organization (s our;e) to
another organzation (destination). The transfer methoc can be direct!y or througth intransit organization
depend on the significancy »f ‘i route distance.

Organizational transactions are financial sctions that affect the resources of a company. These zan be
within the business or business-to-business transactior:s, business-to-consumer trarisactions or blsiness-
to-government transactions. Every time a company agrees to take some action -- such as make « payment

in exchange for anything of value -- it creates a legal contract. '] herefore, organizational transactions are
also contracts.

Inter-organizational transactions pertain to events that fake place within the organization. This can inciuue
partnership agreements, technology and software licersing, trademaris and copyrights, ron-disclosure
agreements and employment contracts. Partnership agreements take piace when two or tnore parties
decide to start a business. Non-disclosure agreements and employment contracts are pormaliy human
resources fransactions.

Busircss-te-Consumer Transactions
Thic includes avervday buying and selling of retail gonds and services. [t also includes the buying and
selling of stock shares. -

Zusiness- to-Government Transactions

The government is!the largest contractor in the counry. It contracts various businesses for products and
services pertaining to government needs. The goveirment contracts for many difierent departments,
including military and day-to-day operations. Exampies could be touthpaste for the military or toilet paper
for the Justice Department building.

Elec_trf nic Markets

was established in 1991, long before the Internet hecame known outside the academic world and befir:
the rise of modern electronic commerce and electronic business.
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eShop (formerly known as Ink Development Corporation) was a company founded in May,

¢ 1991. 1t was started as a software company to develop products for Go
Corporation's PenPoint Operation system. In later years, it developed software for the Windows for Pen
Computing and Magic Cap platforms. In 1993, it was renamed to eShiop and developed electronic
commerce software, focusing primarily on the "business-to-consumer” marketplace.

_Definition: An e-shop is an online business that sells a variety of goods and services. E-shops
“" are business-to-consumer oriented. They are just like a retail store but instead of having a :
physical location, its location is on the internet. E-shops are also referred to as an “e-store” or’
an “e-tailer.” The benefits of an e-shop are that customers can shop anytime they want
without having to go anywhere. There are two types of e-shops, pure plays and click and
mortar or bricks and clicks. E-shops must make the shopping experience for the customer as
easy and attractive as it would be to shop at a regular retail store.

|

ﬂistory: E-shop started outin 1991 asa software company named Ink Development
~“Corporation. In 1993 Ink Development Corporation was renamed E-shop. E-shop developed

electronic commerce software that focused on the business-to-consumer marketpiace. One of

the most notable founders of e-shop was Pierre Omidyaris. He had an interest inconsumer-to-

consumer commerce but e-shop was focused on business-to-consumer commerce. He left in

1994 hut it was a loss for e-shop because he took his interest in consumer-to-

consumer commerce and launched E-bay, a very successful conmpany.

Types: E-shops come in two forms, pure plays and click and mortar or bricks and clicks. Pure
blays are online businesses that only exist on the internet. Some examples of pure plays

are Amazon.com, E-bay.com, Bluefly.com, and Overstock.com. (lick and mortar or bricks and
clicks are businesses that sell at both, online and physical locations. Some examples of click
and mortar or bricks and clicks are, the Gap, Best Buy, Target, Barnes &

Noble, Macys, Nordstrom, Blockbuster, and many more. Even grocery stores like Safeway allow
you to shop online and they will deliver at your door.

How it works: The way an E-shops works is first, the customers visit a store, they browse the
stores catalog and search for the products they are looking for, they add the products to their
shopping cart, they can manage their shopping cart by adding or removing products at
anytime hefore they check-out, once they have the products they want to buy they can check-
out. The check-out process is usually safe because e-shops use encryption technology to
protect customer's information such as credit card numbers, baik accounts, and addresses.
The store usually offers support by email or CDnt@_I;l_'__;}_l_,l_}]]__bﬁ__I;ill case the customer needs help
with something. 8 C T =g n}\: |
What makes a good E-shop: An e-shop shoti spediing and easy to manage so that
cusmtomers will want te buy from it rather than going to a regular retail store. There are
billions of e-shops on the internct so a good e-shop should have an attractive and appropriate
sign board. A sign board can be the lines in a search system, the banners, the advertisements
on other sites, the head of the homepage, etc. When customers see your sign board they should
be attracted to it and enter your shop. An e-shop should also be in a high position of a search
list to attract customers because customers c.on't want to be looking around; they are going to
go for what they see first. It should place references where it is convenient for its target group
to find. An e-shop should be clean and simple so that the customer can concentrate on the
product to make a good decision and not be distracted by mess such as bright colors or
unreadable texts. It should be easy for the customer to find the product they are looking for,
get product information, see the product price, and to get ass stance if he or she needs help.
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Internet shopping/Online shopping s a form of electronic commerce which allows consumers to dired
buy goods or servicesfrom a seller over the Internet using a web browser. Consumers find 2 product of interest by visiting thewebsite of the
retailer directly or by searching among alternative vendors using a shopping search enaing, which displays the same product's availability
and pricing at different e-retailers. As of 2016, customers can shop online using a range of difizrent computers and devices,

including desktop computers, laptops, tablet computers and smartphones. .

An online shop evokes the physical analogy of buying products or services at a reqular "bricks-and-rnortarretailer or shopping center: the
process s called business-to-consumer (B2C} online shopping. When an onling stors is set up o enabie businesses to buy from another
businesses, the process is called business-to-business (B2B) online shopping. A typical online store enables the customer to browse the
firm's range of products and services, view photos or images of the products, along with information about the product specifications,
features and prices.

Online stores typically enable shoppers to use "search” features to find specific models, brands or items. Online customers must have
access to the Internet and a valid method of payment in order to complete a transaction, such as a credit card, an Interac-enabled debit card
or a service such as PayPal. For physical products (e.g., paperback books or clothes), the e-tailer ships the products to the customer; for
digital products, such as digital audio files ofsongs or software, the e-tailer typically sends the file to the customer over the Internet, The
largest of these onling retailing corporations are Alibaba, Amazon.com, and eBay. '

Internet ShOpp ing / Online ShOp plng is the process whereby consumers direcily buy goods or services from a seller in
reaktime, without an intermediary service, over the Internet. It is a form of electronic commerce, An online shap, eshap, e-store, Internet

me retajler orin a shopping center. The process is called business-to-consumer (B2C) online shopping. When a business buys from
another business, it is called business-to-business (B2B} online shopping.

History S o

In 1990, Tim Berners-Lee created the first World Wide Web server and browser & [t openad for commercial use in 1991 . In 1894 other
advances took place, such as anline banking and the opening of an online pizza shop by Pizza Hut™ During that same

year, Netscapeintroduced SSL encryption of data transferred onling, which has become essential for secure online shopping. Also, in 1994,
the German company Int p introduced its first online shopping system. In 1995, Amazon launched its onling shopping site, and in

N S —

1996, eBayappeared ! N

Bcs-295

Deseription

A good online stere is easy o navigate and browse for possible purchases. It has a product catalog that customers can use to browse the
search criteria (Usually a type, price, material, age, ete.), information about the produsts, the sellers, and the service center. Online stores
may also discuss business conditions and a Complaints Procedurs.

If & shopper finds a product to purchase, clicking "send” will add the item to the shopping cart. The shapping cart collects all items to be
purchased. Once a shopper is satisfied with their selections, the shopper makes a binding order and payment using a credit card or other
financial arrangement. Therefore, implementing usability testing is highly important for an online siore to avoid the reduce of overal|
performances of the online store &

In the twenty first century, online shopping has become very popular, especially with the lifestyles of business people who are always busy
and are looking for a convenient way to shap. ‘



A trade cycle is the series of exchanges, between a customer and supplier, that take place
when a commercial exchange is executed. A general trade cycle consists of:

The e-Commerce Trade Cycle

Pre-Sales: Finding a supplier and agreeing the terms.
Exccution: Selecting goods and taking delivery.

Settlement: Invoice (if any) and payment.

After-Sales: Following up complaints or providing maintenance.

For business-to-business transactions the trade cycle typically involves the provision of
credit with execution preceding settlement whereas in consumer-to-business these two
steps are typically co-incident.

The nature of the trade cycle can indicate the e-Commezce technology most suited to the

exchange. —
3¢S -46° /
L2

Commercial transactions that are repeated on a regular-basis, such as supermarkets
replenishing their shelves, is one category of trade cycle. EDI is the e-Commerce
technology appropriate to these exchanges, see Figure |.

Search o_l
Fre-Sale

Megotiate
4 \\— Execution

Settlement

Crder

Dieliver

Invoice

Payrment

AfterSales After-Sales

Figure 1: EDI Trade Cycle.

Consumer transactions tend to be once-off (or at least vary each time) and payment is
made at the time of the order.Internet e-Commerce is the technology for these exchanges,
see Figure 2.



Search Era-Sale

Order

Payment Eiecution s
Seftlernent

Deliver k x
After Sales \ / After Gales

Figure 2 Consumer i-Commerce.

The third generic trade cycle is the non-repeating commercial trade cycle and Internet e-
Commerce or an electronic market is the appropriate e-tech
propriate e-technology.
_ N gy
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Advantages and disadvantages of consumer e-commerce
(i) Consumers have a much wider choice avai lable on the cyber market.
(ii) They bear lower costs for products due to increased on-line competition among sellers.

(iii) Because of wide-scale information dissemination, consumers can compare products,
features, prices and even look up reviews before they select what they want.

(iv) They enjoy wider access to assistance and to advice from experts and peers.

(v) They enjoy saving in shopping time and money.

(vi) Consumers also avail of fast services and delivery of products and services.

(vii) They also have the convenience of having their orders delivered right to the door step.

(viii) Finally, consumers are driven to e-sHopping in hordes as even branded goods cost less on .
the Net. e

i ¢ -3 )

disadvantages of e-commerce include the i'ollowingx.\_ e

.
T

a. Return-on-investment is difficult to calculate.

b. Many firms have had trouble recruiting and retaining employees with the technological,
design, and business process skills needed to create an effective electronic commerce presence.

¢. Difficulty of integrating existing databases and transaction-processing software designed for
traditional commetce into the software that enables electronic commerce.

d. Many businesses face cultural and legal obstacles to conducting electronic commerce.



PC banking:- ;

The term "PC banking" refers to the online access of banking information from a personal
computer. A solution for both personal or business banking needs, this type of financial
management allows you to conduct transactions using an Internet connection and your
computer in lieu of a trip to the local bank branch or the use of an ATM, PC banking enables an
account holder to perform real-time account activities and effectively manage finances in a
way that avoids the hassle of daytime bank visits and eliminates the postage required to pay
bills by mail.

PC-Banking is a service which allows the bank’s customers to access information about their
accounts via a proprietary network, usually with the help of proprietary software installed oni’
their personal computer”. Once access is gained, the customer can perform a lot of retail
banking functions. The increasing awareness of the importance of computer literacy has
resulted in increasing the use of personal computers. This certainly supports the growth of PC
banking which virtually establishes a branch in the customers’ home or office, and offers 24-
hour service, seven days in a week. It also has the benefits of Telephone Banking and ATMs.

p d_:_'dﬂ_._-x—- ;:::-..-."”-,\
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Internet Banking

The idea of Internet banking according to Essinger4 is, “to give customers access to their bank
accounts via a web site and to enable them to enact certain transactions on their account,
given compliance with stringent security checks”. Internet Banking, which is described as “the
provision of traditional (banking) services over the internet, by its nature offers more
convenience and flexibility to customers coupled with a virtually absolute control over their
banking”, Service delivery is informational (informing customers on bank’s products, etc) and
transactional (conducting retail banking services). As an alternative delivery conduit for retail
banking, it has all the impact on productivity imputed to Tele-banking and Personal Computer-
Banking, And it is the most cost-efficient technological means of yielding higlier productivity. '
Furthermore, it eliminates the barriers of distance / time and provides continual productivity
for the bank to unimaginable distant customers.

A bank must first attract banking consumer attention to the internet banking service before
the consumer will consider internet banking. However, unless the consumer has a high level of
internet accessibility at home or at work, he/she is unlikely to consider using internet
banking. The consumer also assesses whether it is convenient to conduct his/her banking that
way (convenience), how usable the application appears (usability), and his/her perceived
competence at internet use and banking application use (self-efficacy). The consumer also
considers whether the perceived relative advantages of internet banking compared with other
banking forms outweigh perceived risks and costs. In addition, the availability of sufficient
support and in depth knowledge from the bank and its employees contribute significantly to
the adoption decision. Each component of the framework is discussed in detail from the top of
the framework to the bottom hereunder.




E-Cheque:-

e-Cheque is the electronic counterpart of paper cheque, and is issued and presented in digital form. The totally
electronic operation process brings you the following key benefits:

Benefits

Added convenience

- £y " 1
e |mmediate access anywhere with an internet connection * ‘ﬁ'!' Com l‘-”e Wé '%I {“‘,’?W:rf e })ﬁl}j me)‘k i
®  Noneed to physically pickup or deposit . {T;M })QV ; - | k %‘Eg i:? Ceo EGEjI ) W
®  Nochegue book required . Gf (SECL:}E_ 3;’%&%‘2 i3 b%fumﬁa ax m Mnul tase
e+« n?;fi-lﬁﬁ}‘

Better security

e Uniquely identifiable and proteced with digital signing technology that prevents data from being altered

' ®  e-Cheque details are captured digitally for completc aceuracy

L Use of PIN-protected security device and SMS transaction alerts to provide safe and secure service

Increased flexibility

®  Extended cheque deposit cut-off fime
ﬂ Issuance, deposit and status enguiry can be performed anytime online

®  Festive themed e-Cheque background designs available for selection

% E-cheqgues work the same way as paper
cheques and are a legally binding promise to
Fay. The payment system uses digitalily
signed XML documents that provide
mechanism to authenticate parties o &
trarsaction. E-chegues are defined using
FSML (financial services markup langauge)
which allows for addition and deletion of
document blocks, signing, co-signing,
endorsing, ete. Signatures are accompanied
by bank-issued certificates which tie the
signer's ksy to a bank account.

Micro Payment system



An electronic check, also referred to as an e-check, is a form of payment made via the internet, or other data network, designed
to perform the same function as a conventional paper check. Since the check is in an electronic format, it can be processed in
/Féwer steps. Additionally, it has more security features than standard paper checks including authentication, public key
cryptography, digital signatures and encryption, among others,

Development of the Electronic Check

Electronic checks were developed in response to the transactions that arose in the world of electronic commerce. Electronic

checks can be used to make a payment for any transaction that a paper check can cover, and are governed by the same laws that

G
apply to paper checks. This was the first form of internet-based payment used by the U.S. Treasury for making large online

payments,

Benefits Associated With Electronic Checks

Generally, the costs associated with issuing an electronic check are no Jlower than those associated with paper checks. Not
only is thers no requirement for a physical paper ¢ CiTEosts money to produce, electranic checks do not require
physical postage in cases of payments het de to entities outside of the direct reach of the entity issuing the funds. It is
estimated that while a tradit check may cost as much as $1 to issue, an electronic check casts closer to $0,10. Electronic
checks also co 7 lower risk of the associated funds being stolén, as there is no tangible item to intercept. Further, there:
are multi Zvels of authentication to help ensure funds are routed properly.

‘Common Electronic Checks

One of the more frequently used versions of the electronic check is the direct deposit system offered by many employers. Itis
an electronic method of sending an employee’s wages directly into the employee’s banik account. Additionally, tax payers due a
refundon federal tax rgturns can elect to receive a directly deposited E]é‘EEjD_I’gi._C_g‘lﬁd;: from the Internal Revenue Service (IRS)

instead of having a physical paper chéck sent through the mail.

e -
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iy exchange (raditional paper cheques with the other vendors,

Electronic cheques address the electronic needs of millions of businesscs,v 0

consumers and govermnent. The e-cheque method was deliberately created fo work in niuch the same way as conventionzl Daper cheque. An accounit

-~

holder will issue an electronic document that contains the name of the finaneial institution, the payer’s account number  the name nf payee and

amount of cheque. Most of the information is in uncoded form. Like o paper cheques e-cheques ulso bear the digital equivalent of signature.  a

computed number that authenticaies the cheque from the owner of the necount, Digital chequing payment system secks to extend the zunctionality of

existing chequing accounts for use as online shopping payment tools, Flectronic chegue system has many advantages:

hen seiting an auction.

1. They do not require consumers to rcvealagcounﬂlfjaﬂlgl_i_qu ta otherind_l')_g(_ij_la'lit wi

by

They do not require consumers to continually send sensitive linancial information over the wel
A 12

3

3 Thevare less expensive than eredit tards and
N g "

4. They are much faster than paper based traditional cheque
’-—_—__—-—’

Hut, this system of payment also has several disadvantages. The disadvantage of electranic cheque systers /| tludes their tefatively hlgh fixed costs, their

limited use anly in virtual world and the fact that they can profect the users” aneny'nity Therslbre. L1 201 very suitable for the retail transactions by
——TTTR g : S —_—

L0 nol require anonymity, and the amount of

- \ ul for the 3 2 jone bevauee the latter mranspction
COnSUMErs, sg_i;_hough useful for the government and BIB operations because the latte
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enerally large enough to cover fixed processing cost. Th process ol electrani Juing system can be deseribed using the following
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steps:

8 Sp 1. a purchaser fills a purchase order form, sitackies @ pavment advice felectir i cheque), signs it with his private key (using his

 his private ey and o it Lo the vendor.

sjenatire hyrdware ), attaches his public key certificate, encrypts | sl




p 3. the vendor's bank checks the signatures and certificales and sends the cheque for clearance. The banks and ciearing houses normally

have a private secure data network.

® _-Step 5: the purchaser gets a conselidated debit advice periodicatly

Opder trom

deposit slip, and endorses the deposit attaching his public key certificates. This is encrypted and scni 1o his bank.

Step 4: when the cheque is cleared, the amount is credited to the vendor™s Account and o eredit advice are sent to him.

Clearing Chegue payment electronioaily
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Step 2: the vendor decrypls the information using his private key. checks the purchaser’s certificates, signature and cheque, attaches his
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Micro Payment system

" Micropayments are finandial transactions involving very small sums of money. b-
PESA offered by different telecom companies to its customers are the examples
of micro payment systems.

= Instead of using methods like cash, cheque, and credit card, a customer can
use & mobile phone to transfer money or to pay for goods and services,

> customer can transfer money or pay for goods and services by sending an SHS,
using a Java application over GPRS, a WAP service, over IV or other mobile _
communication technologies. In India, this service s bank-led. |

* Customers wishing to avail themselves of this service will have to register with

banks which provide this service. Currently, this service is being offered by

several major banks and is expected to grow further (
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E-cash @

ecash was conceived by David Chaum as an anonymous cryptographic electronic money or
electronic cash system in 1983. It was realized through his corporation Dlglcash and used
as micropayment system at one US bank from 1995 to 1998

E-Cash

» A system that allows a person to pay for goods or
sc:wm@s by msﬁmﬁmg a mumber from one

@ E-cash is data
~ A& lohg randam number
—~An assertion astovalue
—Signed by a bank with its private key
@ Implementation

~Zan be totally "vitual" arcan rely on smart
card or other token

- Clearing can he anline ot oftline
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E-cash Concept

Merchant

Consumer

1. Consumer buys e-cash from Bank

2. Bank sends e-cash bits to consumer (after
charging that amount plus fee)

3. Consumer sends e-cash fo merchant

4. Merchant chacks with Bank that e-cash
is valid {check for forgery or fraud)

5. Bank verifies that e-cash is valid

6. Parlies complete transaction: e.g., merchant
present e-cash to issuing back for deposit
once goods or services are delivered

E-Cash Processing

Merchant

Consumer

1. Consumer buys e-cash from Bank

2. Bank sends e-cash bits to consumer
(after charging that amount plus fee)

3. Consumer sends e-cash to merchant

4. Merchant checks with Bank that e-cash
is valid {check for forgsry or fraud)

5. Bank verifies that e-cash is valid

6. Parties complete transaction
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Electronic Cash

* Electronic cash (e-cash, digital cash)

— Describes any value storage and exchange system
created by private (nongovernmental) entity
* Does not use paper documents or coins

* Can serve as substitute for government-issued physical
currency

* Readily exchanged for physical cash on demand
* Problem

— No standard among all electronic cash issuers

~ Not universally accepted

@ |
£-Business, Eighth Edition "4 23
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@ Electronic cash transactions are more efficient
and less costly than other methods.

“ The distance that an electronic tran saction musi
travel does not affect cost,

@ The fixed cost of hardware to handle electronic
cash is nearly zero.

@ Electronie cash does not require that one party
have any special authorization.
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Advantages and Disadvantéges of
Electronic Cash

= Advantages of electronic cash

— Transactions are more efficient

— Costs less than processing credit card transaclions
- Disadvantages of electronic cash:

- No audit trail

— Money laundering and fraud
. — Susceptible to forgery

| ISADVANTAGES OF ELECTRONIC
% | CASH

© Klectronic cash provides no audit trail.

@ Becauge true electronic cash is not traceable,
money laundering is a problem.

© Electronic eash is susceptible to forgery.

© So far, electronic cash is a commercial lop.




Electronic Funds Transfer

Electronic Funds Transfer at Point of Sale (EFTPoS) An Electronic Funds Transfer at the
Point of Sale is an on-line system that allows customers to transfer funds instantaneously from
their bank accounts to merchant accounts when making purchases (at purchase points). A
Point of Sale uses a debit card to activate an Electronic Fund Transfer Process.5 Increased
banking productivity results from the use of EFTPoS to service customers shopping payment
requirements in stead of clerical duties in handling cheques and cash withdrawals for
shopping. Furthermore, the system continues after banking hours and hence continual
productivity for the bank even after banking hours. It also saves customers’ time and energy in

getting to bank branches or ATMs for cash which can be harnessed into other
productive activities. W
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