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The Thirteen Lecture
E-bussiness

E-commerce

* Process of buying, selling, transferring, exchanging products, services, or
information over computer networks
* Pure versus partial
= Based on degree of digitization
o Product
o Process
o Intermediary
Pure requires all three components to be fully digitized
* Internet versus non-Internet
= Most are Internet based

= May be value-added networks or local area networks

E-commerce Transactions

* Business-to-business (B2B)

* Business-to-consumer (B2C)

+ Consumer-to-consumer (C2C)

« Consumer-to-business (C2B)

+ Government-to-citizens (G2C)

+ Collaborative commerce between partners

* Business to employees

* Intrabusiness / Intraorganizational commerce

* Mobile commerce (M-commerce)



Scope of E-commerce

Applications supported by infrastructure

Hardware

Software

Messaging, multimedia, interfaces, business services

Networks

communications

Support areas

People

Legal and public policy and regulations

Marketing and advertisements

Support services ranging from payments to order delivery

Business partnerships like joint ventures, e-marketplaces, affiliations

Advantages

* Expands marketplace globally

* Expands availability of resources

* Shortens marketing-distribution channels
* Decreases expenses

* Reduces inventory

* Aids small businesses in competing

* Enables specialized niches

* Quicker delivery of information

* Enables individuals to work from home

* Facilitates delivery of public services

Allows for purchase of goods at lowered prices

Enables customization, personalization

Decreases costs to customers, while increasing their
choices

Allows for 24 hour shopping

Makes electronic auctions possible

Enables people to interact in electronic communities




Limitations

Lack of universal standards

Insufficient bandwidth

Software-development tools are still evolving

Integration difficulties

Need for special Web servers in addition to network servers
Accessibility expensive

Unresolved legal issues

Lack of national and international governmental regulations
Lack of mature methodologies to measure benefits and justify
Customer resistance

Security questions

Insufficient number of buyers and sellers for profitable e-commerce operations

E-commerce Mechanisms

Electronic auctions
+ Competitive market mechanisms
= Forward auctions
o Sellers place offers and buyers make sequential bids
= Reverse auctions
o Sellers are invited to submit bids on product or service buyer
wants
Bartering
« Exchange of goods or services without money transactions
Portals
* Information gateways
= Single point of access through Web browser



Business to Consumer Applications
E-tailing
« Storefronts
= General or specialized

= May be extensions of physical stores

E-Malls
= Collection of stores under single Internet address

* Manufacturers may sell direct

Retailers may act as intermediaries

Discovering Customer Desires
« Software agent search engines

Intelligent agents
= Monitor site activity
= Searching and filtering agents for customers
= Comparison agents

« Electronic questionnaires

Site tracking

= Cookies, Web bugs, spyware

Collaborative filtering through inference of interest

E-commerce CRM
« During life cycle of product
= Determine customer requirements
= Help customer acquire product or service
= Ongoing support
= Aid in disposal
+ Tools available
= FAQs
E-mail messaging
Track status of order
Personalization of Web pages and information at vendor’s site
Chat rooms and communities
Web-based call centers



The Fourteen Lecture
E-bussiness

Consumer Behavior Models
« Study of consumer behavior

= Attempts to explain what consumers purchase and where, when, how much
and why they buy
+ Consumer behavior models
= Predict wide range of consumer decisions
= Based on background demographic factors and other intervening, more

immediate variables

Security in Electronic Payments

« Authentication of all parties

* Protection of data from alteration or destruction during transmission
» Protection from buyer’s unjustified repudiation

* Privacy

* Customer safety

* Protection of information at seller’s end

Legal and Ethical Issues
* Fraud
= Seller’s and buyer’s
* Buyer protection
« Seller protection
= Unwarranted repudiation
= Intellectual property rights
= Domain names
* Privacy issues
= Cookies
= Web tracking
= Sales of lists
= Monitoring e-mails and site visits
+ Taxation
« Disintermediation

* Intellectual Property issues



Internet Marketing and Electronic Retailing

» Computer hardware and software = Toys
= Consumer electronics = Health and beauty
= Office supplies = Apparel and clothing
= Sporting goods = Jewelry
*Books and music =Cars
= Services
= Others

Internet Marketing and Electronic Retailing

Characteristics of Successful E-Tailing

High brand recognition

A guarantee provided by highly reliable or well-known vendors

Digitized format

Relatively inexpensive items

Frequently purchased items

Commodities with standard specifications

Well-known packaged items that cannot be opened even in a traditional store

Traditional Payment Methods

Payment: The transfer of money from one individual or legal entity to another:

Cash

Personal Cheques

Money orders (Bank note)
Credit cards

Debit cards

Selection of Payment Method

Based on:

Convenience
Trace-ability
Repudiation
Financial risk
Fraud protection

Attacks on traditional methods?




Credit Cards

+ Avery common method of payment
» Cards are issued by a bank
* Unique 16-digit number (including check digits) and an expiration date
* Third party authorization companies verify purchases
E-Payment Pros/Cons
Pros:
* Potential for great flexibility
* Low transaction costs
+ Rapid and diverse purchase power
Cons:
« Perfect copying of transactions is possible
* Vulnerability to world-wide attack
« Lack of anonymity, potential for privacy intrusion
Various E-Payment Methods

* Credit and Debit card
» Digital Currency
« E-Wallets
* Peer-to-Peer Methods
* Smart card
* Micro-payments
- B2B
What is Strategy

« Strategy is the roadmap to success.
« Strategy answers the question what business are you in?
+ Strategy determines how you compete within the market you are in.
« Strategy focuses the company in a unified direction.

Strategic Questions

The Company

« What is your unigueness?
« Where are you vulnerable?
« Why are you losing existing customers?
 Where is the greatest value created in the company?

* What are the most common objections you hear from customers?



Strategic Questions

The competition

Who are the top 3 competitors?
What are their strengths?
Where are they vulnerable?
Where can you attack?

How do you compare on price, service, quality, etc?

The market

What are 3 important trends?

How is the industry changing?

How many market segments do you serve?
Where is the greatest growth potential?

Which of your customers are doing well and why?

Competitive Advantage Can Be Achieved By Strategy:

Concentrating on particular market segments (niche markets)
Offering products which differ from the competition (product differentiation)
Using alternative distribution channels and manufacturing processes

Employing selective pricing and fundamentally different cost structures

Strengths — those factors of the company that provide for its success. A
good reputation, quality products or low cost producer.

Weaknesses —those factors that are a disadvantage for the company. A high
cost producer, a high employee turnover, or much competition.
Opportunities —those factors that are outside the company’s control, but are
areas in which they could capitalize. A changing demographic profile,
competition closing plants or e-business allowing for wider distribution of
products.

Threats — those items outside the control of the company and that may

hinder it. Items such as new laws, a recession or increased competition.



