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Learning Objective

1. Explain electronic commerce and electronic business definition and
concept.

2. Describe the categories and important e-commerce to business.

5. Explain the experiencing a second wave of growth with a new focus on
profitability and concentrate companies on revenue models.

4. Describe the analysis of business processes instead of business models when
they undertake electronic commerce initiatives and economic forces have
created a business and commerce value chains (CVC).

5. Describe the international nature of electronic commerce and the
challenges that arise in engaging in electronic commerce on a global scale
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Content

1) E-Business and E-Commerce overview.
2) Category of E-Commerce.

%) Benefits of E-Commerce to business.

4) Economic forces and E-commerce.

<) Value chain in E-commerce

&) Potential and challenges of E-Commerce.

E-Business and E-Commerce overview.

E-Commerce or Electronic commerce (s a
process of buying, selling, transferring, or
exchanging products, services, and/or
information via electronic networks and
computers

The exchange of goods
and services for money

Buyers Sellers Producers
thesg are people these are the these are the people who
with money people who offer create
who want goods the products and. services
to purchase’a and services to that sellers offer to
good or service. buyers. buyers.
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E-Business and E-Commerce overview.

E — Business

A broader definition of EC that includes not just
the buying and selling of goods and services

Sevvicing
customers,

collaborating with
business partners,

Brief History of E-Commerce

1970s

1. E- commerce meant

the facilitation of
commercial transactions
electronically, using
technology such as:
Q Electronic Data
Interchange (EDI)
Q Electronic Funds
Transfer (EFT),
. Allowing businesses to
send commercial
documents like purchase
orders or invoices

14980s

. The growth and acceptance of

credit cards
Automated teller machines

(ATM)
. Telephone banking
. Airline reservation system

1990s

. The Internet commercialized

and users flocked to
participate in the form of
dot-coms, or Internet start-
ups

. Innovative applications ranging

from online direct sales to e-
learning experiences

2000s

1. Many European and

American business
companies offered their
services through the
World Wide Web.

. Since then, People began

to associate a word
“ecommerce’’
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Commerce
Electronic Physical or Traditional Commerce
Commerce
Internet HENR
Commerce
Business Consumer focused
focused e-commerce HER
e-commerce

Categories of E-Commerce

Business-to- Business processes
consumer V\ /

Major
Categories

Business-to - E —Commerce —
business ¢

Consumer-to-
consumer
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Categories of E-Commerce

Business processes
that support selling and
purchasing activities

Business-to-business
electronic commerce

Business-to-consumer
electronic commerce

_ o

— —_—

FIGURE 1-1 Elements of electronic commerce

Categories of E-Commerce

Category Description Example
Business-to-consumer (B2C) Businesses sell Walmart.com sells
products or services to merchandise to consumers
individual consumers. through its Web site.
Business-to-business (B2B) Businesses sell Grainger.com sells industrial
products or services to supplies to large and small
other businesses. businesses through its Web site.
Business processes that Businesses and other Dell Computer uses secure
support buying and organizations maintain Internet connections to share
selling activities and use information to current sales and sales
identify and evaluate forecast information with
customers, suppliers, suppliers. The suppliers can
and employees. use this information to plan
Increasingly, businesses their own production and
share this information in deliver component parts to
carefully managed ways Dell in the right quantities at
with their customers, the right time.

suppliers, employees,
and business partners.

FIGURE 1-2 Electronic commerce categories
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Categories of E-Commerce

Category Description

Example

Consumer-to-consumer (G2C) Participants in an online
marketplace can buy and
sell goods to each other.
Because one party is
selling, and thus acting
as a business, this book
treats C2C transactions
as part of B2C electronic
commerce.

Business-to-government (B2G) Businesses sell goods or
services to governments
and %overnmenl agencies.
This book treats B2G
transactions as part of
B2C electronic commerce.

FIGURE 1-2 Continued Electronic commerce categories

Consumers and businesses
trade with each other in the
eBay.com online marketplace.

CAL-Buy portal allows
businesses to sell online to the
state of California.

Categories of E-Commerce

Transaction
An exchange of value

Others
Categories

Business processes

The group of logical, related,
and sequential activities and
transactions in which
businesses engage

Telecommuting or
telework

Employees log in to company
computers through the
Internet instead of traveling
to the office
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Benefits of E-Commerce

> Consumer
> Organization

Benefits of E-Commerce (Consumer)

More products and services
Cheaper products and services
Instant delivery

Information availability

Participation in auctions
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Benefits of E-Commerce (Organization)

Global reach

Cost Reduction

Extended hour

Customization

Supply chain
improvement

More reach to customers, there is no theoretical geographic limitations.

Low operational costs and better quality of services.
Buying/selling 24/7.

- Customers can easily select products from different providers without
moving around physically.

- Faster buying/selling procedure, as well as easy to find products.

- No need of physical company set-ups.

- Easy to start and manage a business.

Economic fOI'CCS and E-commerce.

Economics

>  Study of how people allocate scarce
resources

Two conditions of a market

> Potential selle
with potentia

uyer

> A medium of exchange is available

ﬁo of a ggood come into contact
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E-commerce Business Models and Concepts;
Business Models, Revenue Models, and Business Processes

Business
Models

E-commerce Business Models and Concepts;
Business Models, Revenue Models, and Business Processes

Revenue Models

A specific
: collection of
Identify business processes Market to those

customers used to: customers

Generate sales to
those customers
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E-commerce Business Models and Concepts;
Business Models, Revenue Models, and Business Processes

Subscription

Advertising revenue  ummmmmmm Ma J'oy- Ty Pes —  ventt

model
Revenue Models

/ \ Affiliate

Transaction revenue
fee revenue model
model

Sales revenue
model

1. Advertising Revenue Model

m Web site that offers content, services Advertising Revenue Model

and/or products also provides a forum

for advertisements and receives fees Personals -
from advertisers. Finance |

m Common model used for high traffic ~ |Seots |- I

Web sites. EEEL DA /
m It includes selling banner ads,
classified ads, sponsor ads, pop-up
ads, etc. Revenue at Yahoo,
Webcrawler, and Geocities is 'L m
generated this way. \\[ h

9

Advertise
r

COPYRIGHT © 2007
%’ﬁéRSON EDUCATION, SLIDE 2-20

10
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2. Subscription Revenue Model

m Web site that offers users Subscription Revenue Model
content or services charges
a subscription fee for
access to some or all of its
Offerings = EE E

- ExampleS: E E B E
= Consumer Reports

Online L&

= Yahoo! Platinum IR $

Messaging

Financial News

Email

COPYRIGHT © 200,
gséRSON EDUCA{'ION, SLIDE 2-21

http://www.demingcenter.com/html_files/voi/ pdf_2annual/Higbie_Pri

3. Transaction Fee Revenue Model

m Company that receives a fee (commission) for enabling or
executing a transaction.

m eg. In auction sites when a seller is successful in auctioning
off a product site receives transaction fee

m eg. Online stock broker receives fees each time it executes
a transaction on behalf of customers

m Examples:
= eBay.com
= E-Trade.com
= Visa
= Schwab

COPYRIGHT © 2007
{’ﬁéRSON EDUCATION, SLIDE 2-22
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4. Sales Revenue Model

m Company derives revenue by selling goods,
information, or services to customers

m Examples:
= Amazon.com
= LLBean.com
= Gap.com

COPYRIGHT © 200;
PEARSOK EDUCATION, SLIDE 2-23

5. Affiliate Revenue Model

m Sites that steer business to an “affiliate” receive
a referral fee or percentage of the revenue from
any resulting sales

m Example:
= MyPoints.com
= Google

COPYRIGHT © 2007
PEéRSON EDUCATION, SLIDE 2-24
INC.

12
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E-commerce Business Models and Concepts;
Business Models, Revenue Models, and Business Processes

TABLE 2.2 FIVE PRIMARY REVENUE MODELS

REVENUE MODEL EXAMPLES REVENUE SOURCE
Advertising Yahoo.com Fees from advertisers in exchange for
advertisements

Subscription WSJ.com, Fees from subscribers in exchange for
Consumerreports.org access to content or services
Sportsline.com

Transaction Fee eBay.com, Fees (commissions) for enabling or
E-Trade.com executing a transaction

Sales Amazon.com, LLBean.com,  Sales of goods, information, or services
Gap.com,
Sears.com, JCPenny.com

Affiliate MyPoints.com Fees for business referrals

E-commerce Business Models and Concepts;
Business Models, Revenue Models, and Business Processes

EXHIBIT 1.8 Common Revenue Models

Transaction Subscription
Fees Model Model
B ]
| Jan. | [ Feb. Mar. [ Dec.
=] o B "
Commissions paid on Fixed amounts are charged,
wolume of transactons usually monthby
Advertisement Affillate
Rborched Model
-1
Web site 1 : : Web site 2
A= s o mge B3 - s == maa mnmp o2 (oo mava mawp s
Our Best Company / Our Best o e ynnsfashions.c
T e T et ecmny,

I A
- Customenrs =—

Payments from advertisers Commissions for referring customers

Sales Model

Buy Online

r * .
Rewvenue from sales of goods or services

13
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The Commerce Value Chain (CVC)

1. Attract customers
- Advertising, marketing: get and keep customer interest
2. Interact with customers

- Catalog, sales: turn customer’s interest into order

3. Act on customer instructions

- Order management: capture customer’s order , process payment and fulfillment
of order

4. React to customer requests

- Customer service: provide order tracking and technical support

LT

Components of the CVC

Attract Customers

O Making an impression on customers and drawing them into the information about
products and services for sale.

Q Achieved by paid advertising on Web sites, e-mail, television, print, or other forms
of advertising and marketing.

Interact with Customers
Q Turning customer’s interest into orders.

Q Content-oriented phase, including catalog, publications, or other information
distributed by WWW, e-mail, or CDs etfc.

Q Content may be static or dynamic.

CSlI 5389 (E-COMMERCE TECHNOLOGIES) 28

14
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Components of the CVC

Interact with

Customers

Static content: Dynamic content:

Prepared pages that are sent to a Generated at the time of the request.
customer on request.
Taken from information sources such as
Must be re-created whenever the databases.

information changes.

Used when the content changes frequently or
when the natural storage medium for the
information is a database.

iz,

Components of the CVC

When a customer makes a purchase, there must be ways to
Act on capture the order, to process payment, to handle fulfillment, and
Customer other aspects of order management.

Instructions

Order Processing

30

15
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Components of the CVC

Act on

Customer
Instructions

Payment Processing

Once the order is final, the buyer can pay for it.

There are several payment methods (e.g., credit cards,
purchase orders, etc.), one of which must be agreed up on
by the buyer and the seller.

The seller must be careful about imposing requirements on
the buyer: If the buyer must have a special software
package to handle payment, the population of buyers
would be much smaller.

Completing this process does not necessarily mean that
funds have been transferred into the seller's bank account:
Some payment instruments extend credit to buyers to make

the actual payment later.

al

Components of the CVC

Act on
Customer

Instructions

Y-

If the ordered item is a
physical good then the order
is forwarded to a traditional
fulfillment system (e.g.,
someone picks up the item,
packs it, and ships it.)

Fulfillment

_

\

Method for forwarding the order
could simply be printing out or
faxing the order form, or could
use a more complicated
interface to another computer
system such as EDI.

Delivering digital goods can be
quite complex as we shall

—) | diSCUSS later

If the ordered item is a digital
good then there is a wide variety
of online delivery (e.g., software
delivered online, access to a
database for a period of time,
etc.)

3l

16
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Components of the CVC

React to Customer Inquiries

1. After a sale has been completed, the customer may have some questions or may require some
service.

1. Some questions must be answered by a person, some can be answered with an appropriate
information system.

1. A transaction system that keeps track of all of a customer’s purchases can generate a
summary statement.

1. A more complicated example: How the system handle a failure when delivering a digital good?
(e.g., a network error causes the download of the digital good to fail.)

1. Customer needs proof of purchase (receipt) which is accepted by the fulfillment server for
another download.

1. Designing systems that eliminate the needs for customers to ask questions (e.g. the use of
receipt above).

Potential and challenges of E-Commerce.

Potential benefits :
More product/service selections
Higher Productivity
Improved accessibility and convenience
Better availability of information
Shorter lead time
Improved communication
Stronger competitive position

17
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Potential and challenges of E-Commerce.

Challenges

Globalization issues - Language issue

- Culture issue
Infrastructure - Internet infrastructure

issues
- Tele-communication
- Flat-access system

- International transactions

THE END
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