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Chapter-l

WHAT IS E.COMMERCE?

For som e time now, large busines s enterprises hove

used electronic com merce to conduct their business-to-

business tronsoctions. Electronic Dota rnterch onge

(EDr) on privote networks began in the 1960s, ond the
bonks hove been using dedicot ed networks f or Electronic

Funds Tronsfer (EFT) olrnost os rong. Electronic Dota

rnterch ange allows componies to exchange business

documents in o stondor dized form whereas Electronic

Funds Tronsf er wos designed to optimise the
tronsmission of electronic poyments. Rec ently , however,

with the increased oworeness ond populority of the
Tnternet, electronic commerce hos come to encomposs

individuol consumers os well os busin esses of oll sizes.

The Tnternet is olreody chonging the woy thot mony

componies conduct their business. As thot influence

grows, and os more componies use the Tnternet, the
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possibilities f or

comme?ce on the

become mo?e of a

todoy.

conducting

Tnternet will

routine port of

business-to-business

expond greatly, ond

commerce thon it is

E-comrn erce is one of the most exciting economic

ond technology trends of recent posts. rt provides o new

morket place, more opportunities to sell ond mo rket the
product and greater cornpetitive odrionto ge. E_Commerce

encomposses the entire online process of developing,

marketing, selling, derivering, servicing ond poying f or
products ond services. The rnternet,s web browser o

client/serve? orch itecture ond net works of hyper medio

dotoboses on the world wid e web (www) serveas the
technology plotform for E-comm e?ce omong the
Tnternet connected comrmunities of customers ond

business portn ers. E-comm erce hos become more populor

due to (o) Low set-up cost (b) Global occess (c) multipie
opportunities (d) Avoilobility of technology ond (e) Global

f ree morket.
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An Overview

Electronic commterceis definedos thebuying ond
selling of products ond services ove? the rnt ernet, but
there e?e mony more ospects. From its interception,
electronic comme?ce hod incruded the hondring of
purchose tronsoctions ond funds tronsfers over
computer networks. rt's g?own now to inclu de the buying
ond selling of new commodities 'such os erectronic
informotion. And the opportunities for cornponies
seeking to toke odvontoge of the copobirities of
electronic comme?ce are greater than merery odopting
ou? p?esent view of cormm erce ro perf orming those some
tronsoctions ove? erectronic networks (orthough thot,s o
good place to stort on exproration of thetopic).

Despite erectronic commer ce,s post roots in
tronsoctions between rorge corporotions, bonks, ond
other f inoncior institutions, the use of the Tnrernet os o
way to bring electronic ,o^^"rr" to the individuol
consumers hos leod to shift in view point. overthe post
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few yeers, both the press ond the business

hove increased their f ocus on electronic

involvin g the consumer.

community

commerce

Meonwhile business-to-business electronic

commerce is rolling along , stronger thon eve?. The

Tnternet hos 
_olso 

given business-to-business elecrronic

commerce a boost - in som e cases, smoil er companies are

now discovering thot they con conduct business online,

just like their lorger counter ports. And businesses of oll

sizes a?e f inding thot they con toke odvonto ge of the
rnternet to lower the cost of electronic comme?ce

either by replocing other networks or by using the
Tnternet os onother communicotions medium , converting

their business dotq to digitot form, ond incorporoting it
with their business proctices.

The move f or businesses
,il0 ilt0fc l0t D03lll033E

-.'

isn't new - it's been going on f or

continues to increose os per pe?

stondord business eguipments

i0fii0itirEl[18rffil+13[

more than a decade, and

sonol comput ers become

f or mo?e ond mo?e



corporotions. Whot's moking o notoble difference to
businesses is thot o significont synergy hos formed
between the use of digitar informotion, comput erised
business proctices, ond the Tnternet. This synergy is
whot enables elecf ronic corn merce.

Bef ore defining erectronic comrnerce, one shourd
consider whot makes up troditionor comme?ce.

Trqditional comme?ce involves more thon just selling an
item ond collecting the money. rt is whot,s octuolly
involved in the sore cycle of o purchos e managed without
electronic corn me?ce. The sore cycre describ es the rinear
series of tosks thot support rhe buying and setting of
goods ond services. To meer the needs of rnork et prace
businesses design ond monufo cture new products,
morket their products, distribute them, ond provide
customer support , gene?oting the ?event)e f or thern
along the way. custorn er first hos to identify a need f or
someth ing, whether it is o physicor product, o servic e or
information. Then they must look f or inf orrnotion obout
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thot product or services, f ind ploces thot sell it , and
compore the options they have found (prices, services,
reputotion, ond so on) before they octuoily purchos e the
product' Mokin g the rnight invorve negoriating the price,
guontity, terms of derivery, ond moy be evensome legar
issues. And the sor e cycre doesn,t end with the derivery
of the product or the service, either. custorner support
odds more steps wh,e working to the benef it of both
porties-custorners get whot they need to keep their
products weil, ond suppries rearn rnore obout market
needs. Meanwhile, banks ond other finonciol institutions
hondle the tro nsf er of fund s between buyers and seiler,
whether they a?e individuor consumers or rarge
rnultinotionols corporotions.

Electronic conme?ce is o system thot incrudes not
only those tronsoctions thot centeron buyi ng and sering
goods ond services to directry generare ?evenues, br;
olso those tronsoction thot supp.ort ?evenue genera,on,
such as generating dernond for tho se goods ond services,

t
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of f ertng soles support ond customer service of

facilitating communicotions betwe,en business portners.

Electronic commerce builds on the odvontage ond

structures of troditionol commerce by odding the

f lexibilities of f ered by networks. By operoting with

digital inf ormotion in etectronic networks, electronic

comne?ce brings with it some new opportunities for

conducting commerciol octivities. F6r exomple, by using

digitol information f or commerciol octivities, electronic

commerce mokes it easier for different grouPs to

cooperate. The grouPs could be deportments shoring

inf ormotion within o comPony to plon o morketing

compoign, componies working together to design and

build new products or off er new services, or businesses

shoring inf ormotion with their customer relations.

Electronic commerce con focilitote internol deportment

interoctionS, improves customer relotions, ond eliminote

the constroints of time ond Place.

10
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conducting commercior octivities on electronic
networks olso removes certoin physicol constroints.
orders for your products ond services con orso be
accepted on on onytime, anywhere bosis

Electronic commerce enabres new forms of
business, os w.il os new woys of doing business.

Amazoncom, for exampre, is o bookseiler bosed in
seottle, woshington. The corTlpony, hos no physicor

stores, sells oil their books vio the Tnternet , ond
coordinotes deriveries directry with the pubrishers so
they do not have to mointoin any inventory.

The def inition of electronic com merce is not stotic
one. Even the new opportunities offered by our
current technorogicor copobirities hove yet to be fuily
exploited, new nerworking technol ogies or oppticotions
software con arrive tomorrow. Thus we,ll be presented 

.

not only with new woys of doingwhot we hove donein the
post, but we'll olso f ind new things to do.

11



tllore fhan the sum of ifs *<

For those of you in the business of providing

informotion products ond services, or content, your

production options vory form traditionot print medio to

vorious forms of multi-medio , either f or the web movies,

or television _.The cruciol foct is thot oll of this

informotion con be expressed ond stored os computer

bits, which mokes the product moie versatile os new

medio are embraced o? new opportunities orise.

For exonrple, cotolog doto stored in o dotobose con

be presented electronicolly vio Web, but it con olso be

printed in custom ized cotologs torgeted of specific

morket niches. or the dqto might be inclu ded on o cD-

RoM, olong with multimedio presentotions of your

products. Your production infrostructure is going to rely

on computers ond other electronic devices. rf you'?e

publishing inf ormotion on the Tnrernet, you'll be using

such computer opplicotions os Web servers, dotoboses,

qnd multimedio outhoring tools. This section looks of the

12
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f ive processes: inf ormotion shoring, poyment,

fulf illment, ond service ond support. All of these are

port of the new electronic commerce lif e cycle.

Informafion Sharing

Even before you moke o sale, you need to moke

clientele owore of your products ond services. Thot

meons odvertising ond morketing or, more generolly ,

providing doto for your customers' infor^otion gathering

process. Potentiol customers must get inf ormotion obou.t

your compony ond the products, while you leorn more

obout your msrkets in order to reoch your customers

betler, and design yoqr products ond services to meel

their needs.

Networked communities con be usef ul f or

distributing inf ormotion obout your products. Chot

rooms, multi-party conf erencing, bulletin boord systems,

ond newsgroups a?e oll woys you con use to foster

t3



discussion of your compony ond its products. Many of

these systems con be integroted with Web Server.

The World Wide Web ('the web') provides one

ef f ective medium f or communicoting with your

customers. You con design Web sites to include product

cotologs thot 
-con be seorched electronicolly ond that

provide new types of product inf ormotion. Tf you

maintoin online catolog of products irsing the Web, you

con obtoin doto on which products a?e requested in

searches, ond how oftenthose requests aremode.

Or you con octively request inf ormotion f rom

visitors to your Web site by providing them with a page

for comments. Asking web visitors to provide some

information obout them os they seorch your cotolog , or

Wepare on online order, con help you tie demogrophic

doto to product seorches ond inf ormotion reguests -

inf ormotion con help your morketing ond soles

deportments. You con olso send periodic notices obout

t4
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product upgrodes ond new features to interested porties

by e-moil.

The fnternet offers you o number of different

woys to provide cust omer support . One port of cust omer

support thot you shoutdn't over look is octiv ely seeking

customer opinions. You con design forms-bosed surveys

f or your Web site, or use e-moil to distribute similor

surveys to select customers. n

While a large number of Web sites ore oimed of the

general public, o signif icont number of sites ore aimed at

business morkets. f n some coses you con f ind

intermediories, or brokers , off ering sites thot ollow

buyers ond sellers in o porticulor morket to interoct,

trade informotion, bid, ond moke soles .

Ordering

ft shoutd be o routine motter for customers to

electronicslly ploce orders foh your compony's goods or

services. Electronic forms thot mirror troditionol paper

15



order forms a?e o good woy of hondling this.

Client/Se?ver opplicotions hove often been designed to

hondle this, but becouse most Web systems support

electronic forms, mony componies are now turning to the

Web insteod. But don't ovet look such on opportunity os

occepting orders vio e-moil, either. Even if you don't use

form-bosed e-inail on the Tnternet, it is not too diff icult

to write a CGT script to process A$CTT text messages

ond ploce the order informotion into o dotobose.

Paymenfs

Now comes the heart of the soles process - octuolly

receiving the money for your goods and services. With o

wide voriety of poym ent mechonisms in place or proposed

, this is perhops , lhe most f luid ond f ost chonging port

of electronic commerce. Consumers con use credit cords,

electronic checks, digitol cash, ond even something

colled microcosh, when the poyments o?e only o few

pennies or dimes. Some businesses hove long been user

for EDI, but the set-up costs hove mode it prohibitive

16
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for smoller businesses . However, with the odvent of EDI

over the Tnternet, small busin esses, ond even home

busines ses, con use EDI. Soon, your business will hove

consumer- bosed ond business-bosed poyments

processed through the Tnternet.

Entrepreryeur_s ate experimenting with o voriety of

electronic poyment systems on the Tnternel. Mony ore

electronic equivolents of the systenis we're occustomed

to using everyday, such os credit cords, checks, ond

debit cords. Even digitol cosh, oh attempt to

electronicolly represent the hord currency in your

pocket, is olso ovoiloble. But oll of these eleclronic

methods f or poying f or goods ond services over o

network ore still in o fledgling stoge when compored to

oll the tronsoctions completed every doy using cosh ,

checks ond credit cords in the traditional world.

Businesses hove responded to the populority of the

Web by putt ing their product dato sheets ond cotologs

for ord ering on Web Servers , so tyin g payment systems

1l
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to the some medium mokes sense. Mony vendors off ers

commerce-serve? or merchont-server Web softwore

specif icolly designed to hondle occepting poyments over

the Web : some also include focilities f or generating

product catologs.

Business _ere olso storting to use EDI f or

tronsactions ove? the fnternet with their suppl iers ,

either by using Web-bosed forms' for entering EDI

tronsoctions with o service compony on the fnt ernet , or

by using secu?e e-moil to forword EDI tronsoctions to

their business portn e?s.

fn oddition to oll the methods for moking poyments

electronicolly aver the fnternet , there a?e still the

tried-and-true methods used every doy , such as giving

credit cord numbers ove? the telephone , or foxing on

order with the credit cord number.

18



Fulfilment

Whether you colt our current ero the Electronic

Age or the fnformotion Age,our economy depends on

the doily tronsfer of mossive omounts of information.

Mony componies moke money generoting, tronsf erring, or

onolysing thot informqtion. Tf your compony is one of

these , then you con use the Tnternet to tronsfer your

informotion products to your clienfs. Aside from the

f orms of inf ormotion , such os newslet ters , news,

onolysis reports , ond stock prices , electronic doto olso

includes softwore. Documentotion, program potches , ond

upgrodes a?e olso well suited to Tnternet-bosed

d istribution.

If you deol in physical goods,you con't octuolly

deliver your products vio Tnternet , but you con use EDf

to inf orm your shippers of goods thot need to be

tronsf erced. And the Tnternet lets you e-moil to

communicote with suppl iers ond distribution obout

motters such os the stotus of deliveries. fn some coses ,

19



shippers such os Federol Express , United Porcel Service

, ond American President Lines now let you check

delivery stotus using the Web .

Number motter how innovotive ond populor your

products are, they a?e no good if you connot deliver

them to your c_ustomers. Once you c?eote o product, you

need o woy to distribute it. You olso need woys to inform

your current ond potentiol customerd obout the product.

Whether your product is soff goods, thot is,

informotion , or hard goods, that is, tongible products,

you con use e-moil and o Web site to moke o product

release informotion ovoilable. Web sites ore good f or

moking o lot more informotion ovoilable thon you would

probobly tronsmit vio e-moil.

If you

d istributo rs

inf ormotion,

development

inf ormotion

come to rely on intermediories or other

to distribute your products ond product

shoring product release schedules, p?oduct

ond morket ing plons, similor types of

between your componies ond the

20
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intermediories con be involuoble. Mointoining shored

dotoboses accessible by outsiders, ond ollowing them to

enter dota os well os review it, helps strengthen ties

with your portners.

Service and Supporf

Rarely does o compony's relotionship with o

customer and with the sale. rn fact, the sole moy be only

the beginning of along fruitful relotionship with o

customer. Not only might the customer need some sort

of ossistonce with the product or service , but your

compony might wont to work with the customer to

improve the products ond services it con off er to other

custom ers in the f ut u?e.

rtems such os technicot notes obout your

products' features ond uses, FAes (frequently osked

questions) thot provid e answers to your custom e?s, most

commonly-posed inquiries, sof twore updotes, ond bug

21



fixes, ore only some informotion you con moke ovoiloble

to the customers on the fnternet.

Cleverly designed systems con provide this

informotion to customers through o voriety of chonnels,

such os fox, e-moil, ond the Web, oll of the some time.

And these systems don't hove to be stotic; you con let

your custom ers help decide whot inf ormotion you should

provide. Providing o form f or questiohs on the Web site,

or simp ly accepting questions by e-moil (ond not just to

your technicol support peopte), con go a tong woy toword

ensuring thot you're getting the right informotion into

'rhe right honds.

New Opportunities

The comporison of how troditionol ond electronic

commerce con be used for ordering items such filing

cobinets wos o simple, rother stroightforword example

of comme?ce. When you . consider the dif f erent

opplicotions thot con be used to work on digitol

22
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informotion, electronic commerce connot only simplify

the delivery of informotion but it con also change the

relotionship between them. Thot odds uP to new

opportunities.

Electronic odvertisements f or of f ice f urniture

could leod right to inf ormotion about locol stores

carrying thot item, olong with thot store's business

hours ond directions, even pointerd to review of the

products. If o custo mer doesn't need lo see o product in

person bef ore buying, orders could be ploced ond poid

for electronicolly.

Electronic comme?ce of f ers other new

opportunities to both individuols ond businesses. As

electronic commerce motures, ond mo?e componies

conduct business on line, you'll be oble to do comporison

shoppin g more easily.

fn oddition, vendors will. be oble to electronicolly

notify potentiol customers obout sales of items in which

23



they a?e particulorly interested. Despite oll the tolk

concerning disinfermediafion, the increose of direct

buyer-s eller interoction of the expense of the

middlemen, electronic comme?ce will open up new

opportunities for new kinds of intermediories. For

example, some businesses will become intermediories or

brokers to trock speciol morkets, notifying clients of

borgoins, chonging morket conditions, ond hord-to-find

iterns, ond even conducting periodic seorches for speciol

products on their beholf.

W e've only begun to see the opportunities ond

synergies thot electronic commerce con off er. fn the

post three or four yea?s, the fnternel hos bec ome more

oppeoling to the consume?s. The World Wide Web hos

ollowed more consumers to conf idently use the Tnternet ,

ond it hos off ered individuols ond businesses new woys

to present ond f ind informotion.

Business-to-business tronsactions con now toke

ploce of less expense using the fnternet thon they did

l4
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using privote networks of f ered f or EDr ond bonk

tronsoctions. This hos off ered not only potentiol costs

sovings f or large businesses to use the electronic

process es they found prohibitively expensive in the past.

The Benefifs of Elecfronic C,ommerce

Electronic comme?ce can off er your compony both

short-t e?m and lon g-term benef its. Not onty con it open

new morkets, enobling you to reoch new custom e?s, but

it con olso moke it easier ond foster for you to do

business with your existing customer bose. Moving

business proctices, such os ordering, invoicing, ond

customer support, to network - bosed systems con olso

reduce poperwork involved in business-to-business

tronsactions. when more of your informotion is digitol,

you con better focus on meeting your custom e?s, needs.

Trocking customer sotisfoction, requesting more

customer f eedbock, ond presenting custom solutions for
your clientele ore just some of the opportunities thot
con stem f rom electronic com me?ce.
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ChaPter-Z

ELECTRONIC COMMERCE

Electronic Commerce con be defined os "buying ond

selting of informotion, products, and services via

computer networks. E-comm erce helps in conducting

troditionol commerce through new woys by tronsf erring

ond processing informotion since it is informqtion, which

is of the heort of ony commerciol octivity. fnformotion is

electronicolly transferred from computer to computer,

in on outomoted woy. This hos tronsf ormed the woy

orgonisation f unctions.

E-comm e?ce ref ers to the poperiess exchange of

business informotion using Electronic Doto fnterchange,

Electronic Moil Bulletin Boords, Electronic Funds

Tronsfers ond other network bosed technol ogies. ft not

only outomotes monuol Processes ond PoPer tronsoction,

but olso helps orgonizotion. move to f ully electronic

environment ond chongethe woy they operate.

26



E-comme?ce ref ers to the poperless exchange of

business information using Electronic Doto rnterch onge,

Electronic Moil , Electronic Bulletin Boonds, Electronic

Funds Transfer ond other network bosed technol ogies.

rt not only outomotes manuol processes ond paper

Tronsoction, but olso helps orgonisotion move to o fully

electronic enviionment ond change the way they operote.

P,ef er the following figure, whene it is seen from o

buyer-s eller pe?spective ond using o lif e cycle model,

Electronic commerce ccrn be used in olt the phoses of o

comme?ce transoction:

E- Commerce model (Integrated perspective)

Buyer:

Erchange:

Seller:

Process FIow

21



With the penetration of computers ond recently

Tnternet, we sow o mojor change in our doily lif e.

Initiolly organizotion were using internet to provide

informotion obout their products, but due to the

exposur e of internet now internet or web sites ore not

used os o me?e butletin boord but o plotform to sell their

product and imp ?ove their brond positioning. Due to the

less time token to Process the t4onsoction ond cost

reduction, every economicol to sell their products

through fnternet.

We should look into the f ew elements of o real

physicol shopping molt. Every shopping molt hos o site or

oddress f or e.g. AnY market hos specif ic location, which

we coll it, o site, it inctudes building, bosic services like

electricity needed to setup o moll ond shoPPers to setup

ond operate their business.

We hove seen thot moll is mode uP of sitss,

merchont, shoppers, product ond services, which are

physicolly, present. Like sites places where shoppers con

stop is physicolly present. But on online moil ollows

28
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merchonts to showcose their products ond service.s ond

enable immediote purchose globolly ove? the rnternets

World Wide web.

Electronic comme?ce of f ers unlimited growth

potential f or existing businesses ond exciting

opportunities f or estoblishing new ones. Lets consider

the following odvontoges thot could affect the business.

I . Lucrative morket !,

o One con hove occess to o growing globol

morket.

o Consumers a?e generally of f luent ond

technicolly lite rate.

. Electronic shopping will be widely used by the

next generation of consum e?s.

2. Dynamic delivery

o Electronic veh icle perrnits informotion delivery

ond business respons.es in o customeds chosen

environment.

29
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. Coptured stotistic enobles prof iling of shopper

demographics preferences ond octivity within

the site, to develop mo?e ef f ective

merchondising strat egies.

. fnformotion is olwoys compl ete and up-to-d afie.

o Merchont con toilor the product line to

seosonat ond morket requirernents, without

moving merchondise. ,,

3 .Pref erred environment

o Provides shoppers with o privote locotion,

occessibility, ond fun. The dynomic noture of

the site olso invites shoppers to return often.

4. Economicol

. Low cost for start-up os compared to opening

o physicol site .

. Boundory- f ree, since the world morket con

. Low requirements of support stof f reduce

pe?sonol costs.
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Net.com merce is o product thot enables you to
c?eate dynomic, secure, electronic web sites. The

following highlights the feotures offered by

Net.Com me?ce.

Strotegrc Site=,o

o Adoptoble site structu ?ei sTsqte singl e stores or

moils.

o Access to the store's dotoboses is restricted to
odministrotors who hove been given o possword.

shoppers protect their informotion by providing

ond using o logon rD ond possword when they

register.

. Flexible Morket Targeting.

. Business-to-business or business-to-consumers,

direct marketing, through the use of shopper

g?oups ond discounts bosed on volume purchoses.
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o Dif f erent web pages con be disployed to

diff erent shopper groups that you define.

Powerful Doto Monogement

. Pow erf ul DBz Universal Dotobose (rt is supplied

with Net.Commerce).

. compatible with oracle dotoboses, through

ODBC support.

. Products ere linked to citegories to help

organize inventory ond guide shoppers through

the store.

- contoins odvonced price calculotion f unctions

thot support discounts ond group rotes.

. Adv anced shipping functions ollow you to specify

shipping options.

. Dynamic web page generotion, through the use

of templates thot one con create with the
Templote Desi gne?. Templotes use dotobos e field
tags to pull informotion directly from the

)l
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dotobose , thereby generating mony different

W eb pages f rom single templote.

Advonce Server Functionolity

Cotching of f requently occessed dynomicolly

generated pages improves system

perf ormance and minimizes woiting time.

A stoging se?ve? con be 0sed os o designed

se?ver to test chonges to the store before

releosin g them "Iive".

Advonced Web server copobility is provided

with the Domino Go WebSe?ver.

The security of oll tronsactions is ensured

through lhe deployment of the SET protocol,

on i ndustry-wi de Tnt ernet stondord.

Woys to Creote ond Customize o Store

. vorious methods ovoiloble f or store creotion.

one con use the store creator to guickly create

bosic store, use the site Manager ond store

JJ
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fnteractive Cotolog

The newly introduced product odviser in

Net.comme?ce provides tools to create on interoc tive

cotolog thot allow shoppers to easily find products thot

Manager to create q store bosed upon o suppried

somple.

otherwise follow the supplied tutoriol to learn

how to create a store by using the site Manager

ond Store Monager, ond by creoting your own

Net.Doto mocros.

There ore overrid able functions ovoiloble to

customize the shopping flow. you con modify

these occording to preferences, ond use them to

link to legacy systems, such os f or inventory

monogement.

You con olso creote new overridoble functions

ond odd them to the system.
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meet their needs , even if they hove little product

knowledge.

Net. Commerce prereguisites

Bef ore using Net.Commetce, you requi?e o bosic

knowledge of the following requirernents:

Knowled ge ?g,quirements

To instoll ond configure Net.Commerce, you

require a bosic knowled ge of the following:

. Your operating system

o The fnternet

o Web se?ve? operotion and mointenance

To creote ond customize your store or mail, you

moy olso require on understanding of the following,

depending on the type of customizotion you fntend to

perf orm:

. Hypertext mork-up languoge (HTML) ond Jovo

scripts. (To change the oppeoronce of the

pages thot is seenby your shoppers.)

o Structured eu ery Language (SeL).
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I. To read informotion f rom the Net.com me?ce I

Idotobose. I

o C++

To creale overridoble functions for writing to

the databose ond int erf acinq with the existing

system you moy be using.

. DBz Universat Dotobose or Oracle

To odd new tobles to the Net.com merce

dotobose ond to pe?f o?m datobose tunin g The

grophicol softwore pockoges used to c?eate

your stores multimedio cont ent.

. Net. Doto mocros

To chonge the oppeoronce of pages thot are

seen by your shoppers, and the informotion

from the databose thot is imbeded in the
pages. Net.Doto mocros contoin HTML togs ond

SQL stotem ents, os. described below , ond

Net.Doto stotements to control the flow of

execution.

>*-
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Silicon Graphics, Globol Monufocfurer of high-end

computing equipments uses Net.Commerce to show his

presence in the World Wide Web (fnternet). It provides

inf ormotion to its customers about its products ond

prices. As o morketing toot it provides communicotion

between custo me? ond sole s office.

ft uses the fnternet to reoch Jhe customers. As o

soles chonnels company it books orders online f or its

product ond process the order of o faster pace. As o

support tine it moke ovoiloble sof twore patches ond

f requently asked questions ond onswers to provide

immediote technicol support. This improves the

f unctionolity of the compony, onother example of

Bonking on the net introduced by Citi bonk to provide

eosy ond fosler way of f inonciol tronsoction.

For the exchonge of commodity or service the

trade ond comme?ce need.s informotion gat.hering,

processing, monipulating ond its distribution. Todoy, the

velocity of informotion processing ond disseminotion,

)t
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determines the speed of reol commer ce. Computers ond

networks, by virtue of their great speed, o?e creoting

electronic morketing with the potentiol to be more

efficient in f inding ond interacting with custom e?s,

communicating with troding portners ond developing new

products ond morkets.

On the other hond, Locol Area Networks (LANs),

ond enterprises wide intra-networ[s hove resulted in

roising expectations for doto occess, communicotion ond

productivity throughout the business world. On the

ofher , low cost high-sp eed open networks inter-

connected os o single networks, commonly known os the

Tnternet, hove kept poce with the requirements through

the estoblishment of Nationol f nf ormotion

fnf rostructu."s, with high-sp eed Notionot fnformotion

Highwoys bein g their moin bockbones.

Widespread occess to networks communicotion tools

includes electranic moil (E-moil), online service, and Web

browsers hove created new oworen ess of the commerciol

potentiol of the fnternet. While the Internet has

38
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olreody been successf ully used f or morketing,

odvertising ond some commerce much of technicol

potentiol remoins to be comm ercially hornessed.

EDI is still the proven opplicotion f or e-commerce,

oll through it is only one of the woys of doing eleclronic

commerce processed, which unusuolly meons monuolly

keying the dofo into MIS system.

EDI sub'stituted pape? tronsoctipn with electronic

tronsoction thus streomlining the procedures ond

improve d efficiency ond productivity.

Some odvontages of EDI arel

1. It eliminotes the deloy ossocioted with moking

documents.

2. As the doto not repeotedly entered the chonces of

ercor are reduced.

3. The time ond costs ore reenter the dota is soved..

4. It enhonces or improves the informotion f low os the

fime deloy is reduced.

39



5. ft gene?ates f unctionol ocknowledgement when eve?

on EDI mossoge is received. Thus it ensures the

tronsoction.

Receiving computers without ony humon intervention

or interpretotion con immediotely Process EDI

messog e. Theref ore EDI is best suited ond oreas were

large volume of repetitive stond,ord oction of right

operating margins is done.

ft olso gives competitive odvontoge by signif icontly

improving productivity of low operotion of costs. At is

minimizes the production cost, the monuf octuring

industries hove using stondord EDI.

Electronic comme?ce is being conducted ove? the

Tnternet in two woys - f irst EDI ond its present form

ove? the fnternet ond second one is World Wide Web,

os market ploce where vendors con offer goods,

informotion ond where purchoser con browse, see and

visualize before you con buy , the meons of distributing

40
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public informotion the web hos been successful in its

gool.

The web consists of two components - Web serve?s

and web browsers. Web Server runs on specific

hordwore plotform ond operating system ond store

documents in HTML. All web serve?s ond browsers

communicotb through common protocol, Hyper Text

Tronsfer Protocol. 
,,

With HTML ond HTTP uses moy not know f ile

nomes, formots or locotion of informotion resources

but clicks to navigote him through the vost storoge of

informotion. Now o doys mqny corporote use WWW

service to distribute informotion to their own units

ond their troding portners on fnternet.

The Totol volue of goods ond services troded

through electronic media, is not very significont todoy

but expected to pickup in next five yeors INPUT

projection soys the volue .of world wide goods ond

services troded electronicolly will grow of the rate of

36% onnuolly.
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Thus Electronic Commerce ove? the Internet will

be o dominont from of troding of the turn of the

century. The CTR reports on electronic commerce

suggest thot the hurdles for electronic commerce

include securit y, relrabitity.
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Chopter-3

STRATEGIES FOR ELECTRONIC COMMERCE

Any strotegy you considered f or integrating

electronic comme?ce in your business should focus on

informotion - not only its collection ond dissemination ,

but olso its use in,morketing ond os o soloble product in

on of itself. The concept of the virtuol volue choin is

importont to electronic com merce pr"ris.ly becouse it

defines woys to incorporote digitol informotion into

regular busines s p?ocesses.

Businesses involved in traditionol morkets, such os

monufocturing, con reodily moke use of informotion to

improve their internol processes ond more importontly,

improve their processes deoling with custome?s.

The electronic commerce is more thon closing o sole

ond tronsf erring funds. Mointoining contocts with your

customers ond seeking out new potentiol customers is

importont to your business. Supporting your customers
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once the sole is completed is equolly importont . each of

these process es depends on inf ormotion , ond much of

this informotion con eith er be ocquired or processed

using the fnt ernet.

How you integrate this informotion with your

organizotion's-process es depend upon o numbe r of

foctors, storting with how well you con exploit the

Tnternet ond its technologies and including the motch

between those technol ogies structu re, ond your

perception of the mor:ket space.

Evolving with the fnfernet

Business on the fnternet will continue to develop os

technologies on the Tnternet evolved, ond thot evolution

seems to be p?ogressing at an ever-increosin g pace. But

it helps to recall thot these ore not eorth - shott ering

technologies thot are being developed of the rate of one

o week. in mony coses ,the technologies are refinements
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of existing ideos thot hod originolly been proposed or

developed f or smoller networks LANs (locol oreos

networks).

Whot the f nternet hos done is bring three

important new views to the morket are the technologies.

First it hos 
_ 
en couroged the use of open stondords,

avoiloble for implementation by onyone who's interested.

Second , the fnternet is the lorgest network occessible

oround the globe ond possibility the one network

occessible by the widest voriety of comput ers. And

third, the fnternet is becoming the common bosis for

introducing products ond technologies to o greater

morket.

Trocking innovotions reloted to the fnternet moy

seem to be o time-consuming ond ?esource -intensive

tosk, but number mo?e so thon trocking ony oth.er

inf ormotion system technol ogy ,such os thos e related to

client/server or object- oriel,nted progromming o god

course to follow for trocking Tnternet technologies is to



wotch whot the stondords bodies

mointoin o flexible organizotion so

the chonges you obse?ve.

a?e

you

doing, ond

con respond

to

to

The stondord londscope

The Tnternet hos long hod o series of comm ittees ,

moinly composed of volunteers , who coref ulty guide

proposed technot ogies through o stondords process.

These commit tees,which form o signif icont port of the

Tnternet Engineering Tosk Force (rETF), hove guided a

number of importont protocols through the stondords

process to encouroge their implementotion on the

Tnternet. Protocols such os the Tcp/Tp protocols f or

Tnternet tronsport, sMTP(simple Moil Transport

Protocol) and PoP (Post office Protocol) for electronic

moil , ond sNMP(simple Network Mono gement protocol)

f or network management are oll o direct result of the

fETF's efforts.
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Other Stondard bodies, such os the fnternationol

Telecommunicotions Union (ITU), the Americon Notionol

Stondords f nstitute (ANSI), ond the f nstitute of

Electricol ond Electronic Engineers (IEEE) , olso hove

influence; but the IETF is the one body originolly form

to guide development of lhe fnternet.

You should realize that the IETF hos not been

granted this role by ony governrfi?nt or internotionol

body, ond it is o more informol stondords body than

formol bodies such os the ITU or ANSI. In recognition

of this stotus IETF publishes its stondords os

recommendotions; it hos number outhority to require

vendors to implement the technologies. Even though the

IETF stondords moy seem voluntory, they hove the

power of the market ploce behind them - if vendors want

to top the large morket known os the Tnternet, they

need to ensu?e thot their products will work in tondem

with other products used on'the Tnternet, which , inturn

, usuolly meons adherence to IETF stondords. And the

41



eosiest woy to ensure thot is by adherence to the IETF

voluntary stondqrds.

But the networking morket hos seen increosing

fragmentotion with regords to standords over the past

f ew years. As the Tnternet hos grown and become more

of o morket for consumers ond businesses olike ,

componies hove sort to further inf luence the stondords

process to give them some kind of competitive

odvontoge. Even the informol stondords bodies, such os

the IETF, orebeing subjected to these Pressures.

And os thes e markets grow, businesses are grouping

together to form od hoc arouPs , o? consortia to PUsh

forword their own stondords. Some of these grouPs

include the Object Monogement Group (OMG), VRML

f orum, ond the Jovo Develop er Connection, to nome only

a few.

often , becou se of thg inf luentiol stonding of the

IETF , these od hoc aroups (or individuol comPonies) will

.1E



submit their proposed stondords for consideration by

the IETF. If odopted the IEFT recommendotions

provides on odded seol of opprovol . As a benefit to most

businesses , ,f these stondords moke it through the

IEFT process, you con be certoin thot the protocols ore

to be os open as Possible .

One reoson f or the rise of the ad hoc stondords

groups hos been the increased yiace of development

controsted with o longer review cycle mony vendors

f eel thot stondords groups like the ITU, IEEE, ond fETF

toke to long to prepore ond oPProve stondords. The IETF

is the fostest of the organizotions releasinq standords,

ond it does thot by bosing stondords on working

implementotions.

The foct thot the IETF hos had to devote itself to

turning out protocols thot work , rather thon ones thot

o?e defined in every lost detoil for everY possible

situotion , should give you on indicotion of the Pace of

49
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development , os well os the f ight by businesses to

controls stondords f or their own odvontage.

The pace of stondord devetopment is relotive' The

rETF does it foster thon other stondords bodies but it's

still not fast enough f or componies such os Netscope,

Cisco, ond ot-hers. In the current stote of affoirs, the

longer o stondords body tokes to opprove ond promulgate

o stondords , the wider is the window f or componies to

develop their own proprietory stondords ond for buyers

to estoblish stondords by virtue of their purchoses'

Flexible organizotions

These doys one of the obvious truths obout the

f nternet is thot it's olwoys chonging. The dynomics of

the working with, ond developing f or, the Tnternet is

ve?y dif f erent f rom whot mony busines ses o?e used to'

But that does not meon thot your business hos to

continuolly chong e as f ost os the f nternet.
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ft doesn't even meon thot your business should

continually change. The stondards business proctice of

onolysing o proposed chonge ond moking sure thot it is

truly a benefit (either short-term or long-term) opplies

to the changes reloted to the technology os much os it

does to chonges bosed upon evolving morket conditions.

The key is that by being flexible ond p?epa?ed for

change, your business will be bettdr prepared for the

future opportunities afforded by the Tnternet ond

electronic comme?ce. And the k"y for being ready to

odopt to chonge oppropriotely is inf ormotion shoring

within the orgonizotion.

Businesses with o flot structure are better suited

to informotion shoring, moking it eosier to benefit from

electronic comme?ce. Flexible orgonizotions deol with

inf ormotion dif f erently thon more troditionol,

hierorchicol orgonizotions. They reolize that informotion

hos mo re value when it's sho red. Think of

of customer informotion in the softwore

a simple cose

business it
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con come f rom technicol support, morket surveys,

letters, meetings at shows, ond more.

But if thot informotion doesn't get to the right

people in the compony, it's worthless, ond who are the

right people? Well, they moy be diff erent each day-one

doy it might be on engineer working on some code, the

next doy it might be o soles engineer, or the vice-

president of morketing. Tf the informotion isn't shored,

it might os well not exist.

Creating a Framework for Business Value

There a?e number of locotions in ony business

process where you con odd volue. But how you odd volue

affects, ond is affected by, your business ond how

conducive it is to change.

Why is change so importont? Becouse olmost

anything o business does to benef it f rom electrotnic

commer ce is going to invotve'some type of alterotion the

change might be something os simple os improving o
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process by electronicolly insteod of monuolly. But

embrocing the virtuol volue choin os o woy of doing

things, or extrocting maximum volue f rom the

morketplace, requires more-usuolly o tronsformotion of

your busines s, or its redef inition.

Chonging your business for electronic commerce

Improve the

Organizotion

tronsform the

organizotion

redefine the

orgonizotion

Product promotion

New soles chonnels

Direct sovings

Customer service

Brond imoge

Customer relotions

O rganizotiono I - I eorn ing

Informotion shoring

New products

New business

models
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Using Electronic commerce

You con imp?ove olmost ony osPect of your business

processes to toke odvontoge of electronic commerce.

For ins tance, you con create better product promotions

to improve sotes by odding multimedio to Internet

presentotions- ond of f ering more detoiled product

descriptions on your Web site. ft's o fundomentol

precept of morketing to torget ir{formotion bosed on

custom ers' bockgrounds , o? some other demogrophic or

psychogrophic f eature.

You con olso design your Web site ond e-moil

services to incorpo rate inf ormotion f rom dotoboses to

toilor inf ormotion to ind ividuol clients insteod of

demogrophic arouPs. You might even estoblish the

Tnternet os o new soles chonne!, perhops by tying soles

directly to on online cotolog ond order formi or use the

Tnternet os o tronsmission. medium to rely purchose

orders to your suPPliers.
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Using the f nt ernet os o communicotions medium con

reduce your direct costs of doing business f or

exomple, in o buSiness-to-business environment, Purchose

orders con be reloyed in electronic form, eliminoting lhe

need f or re-keying crucial inf ormotion.

Product delivery vio the Tnternet is olso possible, os

long os your product is digitol; softwore con be delivered

to the customer ond registered'over the Tnternet,

efiminoting the need for printed documentotions ond

pockoging. Getting Products ond product upgrodes to the

customers electronicolly, either directly or vio o

distributor, con cut the time to morket for digital

products. Putting an electronic cotolog on line, insteod of

printing ond moiling it, olso ?educes the time it tokes to

get product inf ormotion to your customers ond

d istributor.

Obtoining inf ormotion obout customers ond their

needs hos o direct impoct on business proctic es because

of the woy it positively affects product design ond
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plonning , thereby giving you o horket odvontoge. Fu?ther

-more, by putting frequently requested informotion in o

FAQ document or seorchoble dotobose on the Web, you

con olso use the Tnternet to simultoneously improve your

customer support while reducing its costs. And , of

course, don't overlook the value thot using the fnt e?net

odds to your corporote imag e -ofler oll , the fnternet is

considered cutting-edge technology, ond your business

will be considered forword thinking by offering goods

ond services over the fnt e?net.

Electronic commerce on the

you opportunities to transf orm

shift from the volue choin to the

example. cusfomer relotions con

woy osynchronous communicotion

communicotions.

rnstead of relying only on telephone conversotion

restricted to working hours ond subject to telephone

tog, you con use the Web or e-moil to exchange

=i.
th--

-
E--

+
-

--:-.1

:-=

f nternet olso of f ords

your business os you

virtuol volue choin. For

be chonged from one-

to two-woy interoctive

56



informotion ond opinions between customers ond stoff.

But, remember this will prof it your operotions only if

your organizotion is structured to exch ange inf ormotion

f reely, ond the members of your organizotion actuolly

understond thot informotion is both freely accepted ond

given.

Your business con collect dota obout customer
-:t

preferences ond habits by observing that whot they do

of your Web site; you con use this informotion to

cuStomize your offerings ond services. To do this,

offcourse, your compony hos to hove tools in ploce both

to collect doto in the orgonized foshion ond to onolyse it

for moking decisions. fndustry, net ond AMP connect are

collecting doto on customer searches ond informotion

requests, ond using it to refine their off erings ond plon

new product ond services to meet custom er needs.

Recoll thot when it comes to creoting volues in o

virtuol volue chain, five diff erent octivities ore involved-

gothering, orgonizing, selecting, synthes izing, ond
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distributing informotion. Becouse you can generate new

products or volue using each of these octivities of ony of

the points olong the volue choin, you con, in eff ect,

create o volue motrix, where the interSection of eoch

informotion related octivity with each step in the volue

choin is onother opportunities to odd volue.

Using the fnternet for commerce will olso offer

opportunities f or new products ond"new business models,

often within this f ramework of the virtuol volue choin or

deoling with the morketploce.

For exomple, it's entirely possible thot Fruit of the

Loom could chorge onother clothier for occess to o

chonnel derived from Activewear Online, much in the

some woy thot SABRE become o source of revenue f or

Americon Airlines even after it opened up the system to

of f ering f rom competing oirlines.

Or toke o look of f he Federal Expr ess' new

BusinessLink service, which ties their shipping and

_{s
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tracking systern with electronic processing of orders for

porticipoting merchonts; they've linked together two

importont pieces of the soles cycle (ordering ond

shipping), not by eliminotin g the middlemon, but by using

new (electronic) chonnel to forge the links between

custom er , me?chant, ond ship pe?.

Keeping Pace with fhe Infernet

The fnternet is not o stotic environment. To the

controry, it seems to have introduced on even foster

pace of chon ge to the softwore wortd thon ever bef ore.

As more options become ovoiloble, so too will customer

expectations, ond the competitive londscope will continue

to chonge. Businesses conducting electronic comm erce on

the Tnternet must olso be prepared to change os the

technologies ond morkets change, moving from stotic

doto publishing, to increosed interoctivity, to real-time
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tronsoctions, ond finolly to o merging of business

process es between business portners.

Processes

h
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c)
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C)
H

Transactions

lnteractivity
Database Queries
Paynents
Funds Transfers

Publishing

Advertising
Marketing
Information

Try to think of the fnte?net os a new interoctive

medium of communicotions when Yot)'re plonning to

incorpo ?ate it into your ptons f or electronic comme?ce.

This meons ffioving beyond the stotic disploy of

Time or Maturity

Fulfillment
Settlement
Workflow

Registration
Games
Fornrs
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inf ormotion, which is the woy, mony businesses f irst

used the Web. Stotic informotion moy be of some

business volue, but the greatest opportunities lie in

other , more interoctive users of the Tnternet.

The increosing ties between multimedia ond the

Tnternet arejust one exomple of odding interoctively to

Web-bosed bus. fn most coses, business sites offering

only stotic published dota obout pro'Uucts numb er longer

continue to increose, tying

f nternet telephony ond

sotisfy the needs of their customers. fnteroctivity ot

business sites will

techno logies like

videoconferencing to Web sites.

Wh ile interoctivity, especiolly vio customer

registrotion ond form-bosed tronsf er, helps the growth

of electronic commerce, transoctionol processing is even

mo?e importont. Tying informotion presented on the

Web ond inf ormotion exchon ?"d with the customers to

corporote dotoboses, and moving some of lhe dota to
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poyment systems such os EDI , ACH, or EFT, oll further

integrate your processes f or efficiency ond speed.

This can give you o competitive advontoge.You'll olso

f ind opportunities to link your business processes f or

mo?e ef f iciency. As partnerships ond other business

ossociotions gxpond on the Tnternet, eventuolly you'll see

the shoring of business pro cesses os well os inf ormotion.

These need not be long-lived ossociotions, os the current

business environment seems to be pushing business to

f orm short - term ossociations to get the job done in o

dynamic morketploce.

The business morket

The business-to-business morket is even larger thon

the online consumer market. BI5 Strotegic Decisions hos

estimoted thot the omount of merchondise purchosed

electronicolly by business through EDf , e-moil , and

proprietory order entry, is 100 times greoter thon thot

purchosed electronicolly by consumer through home

6l
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shopping, online commerciol networks, ond home bill

poying.

Just os with the consumer morket, this is expected

to grow significantly during the decade. Thonks to the

low cost of Tnternet access, ond the populority ond

versotility of_ the Web, smoll-sized ond medium -sized

businesses will be oble to conduct electronic comme?ce

that previously wos limited to larger corPorotions,

f urther enlorgin g the morket.

Business-to-business use of the Internet, especiolly

for commerciol transoctions, diff ers from the woy o

consumer conducts business on the fnternet. Business

buyers ore typicolly time-constroined to occomPlish o job

or tosk, hoving little time to surf the fnternet to find

whot they need.

On the other hond, consumers usuolly don't shop

with such o sense of urgency, ond they con wonder

through the f nternet looking of mo?e sources and

63
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choices. When you'?e dealing with business custom ers,

you ought to moke it simple f or them to search for items

ond ploce an order.
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Chapter-4

THE FUTURE OF ELECTRONIC COMMERCE

Electronic comme?ce on the fnternet is still of on

early stage of development. Mony of the technologies

thot form infrostructures ore still experimentol or ot

leost not availobte in the large scole required by the

Tnternet. Also keep in mind thot all sorts of interested

porties will influence the evolution of electronic

commerce.

Technologies

Becouse electronic commerce covers so mony

dif f erent ospects of communicotions ond networking,

guite o f ew technologies hove on impoct on electronic

comme?ce. The following presents pointers on whot to

look f or, ond whot you will f ind hoppening, in the most

importont of these technologies.

-*

*
=

65



,

t

t

a

,
!,

,

,

.,

,

,
--

---:

-: -,=--

--

r-

-:

==--1

The Internet vs. Privote Nets

So f ar, the f nternet hos been able to meet the

demonds of its users. But 1996 wos the first yeor when

some begon to question whether the f nternet wos

copable of scoling up f urther, ond whether it could

reliobly meet-the communicotions demonds thot will be

ploced upon it. Highly publicized service outoges from

respected Internet Service Prividers , such os

Netcom, AT&T WorldNet, ond America Online, hove

served to raise the possibility of foilure of port of

fnternet , bringing into question the robustness of the

Tnternet for business uses.

Protocols ore being developed to allow Tnternet

users to tese?ve bandwidth for opplicotions, ond for

prioritised troff ic. For exomple , the Resource

Reservotion Protocol, or RSVP , hos been developed. to

help rese?ve bondwidth for multimedio tronsmission such

os streoming oudio ond video ond videoconf erencing; this

some protocol con be used to rese?ve bondwidth for ,
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other opplicotions os well , such os priority e-moil for

EDI messages or FTP f or f ile tronsf ers. Routers

supporting RSVP ore only now becoming ovoilable: it'll be

some time bef ore a great deol of the Tnternet routinely

supports RSVP.

fSPs ore olso storting to off er their own end-to-

end networks thot cross the United Stotes

independently of the Tnternet's moin backbone, but still

link to it is needed. Aimed of businesses, these networks

can be used to speed olong business troffic with minimol

impact from increosed consumer Tnlernet troff ic. These

privote commerciol networks olso moke it easier for

componies to form virtuol private networks (VPNs) with

added security, replocing privote corporote networks

thot use leosed lines.

Using these commerciol networks con be less costly

then leased-line networks , even with the odditional rotes

incurred. Privo te networks olso of f er onother odvontoge:

they link to the Tnternet, ollowing f or communicotion
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with other portners ond customers without ?equi?ing

speciol set-uPs.

Because the Tnternet is on internetwork, or cr

network of networks, it has both weok ond str ong links.

You should shop oround f or the best service provider,

one thot offers service ond tronsmission quolity

guorant ees , good technicor support, ond is occessible

f rom mony locotions oround the world. But in the
absence of service guarantees f rom provide rs, selecting

on fSP con be o tough call.

As opposed to privote networks, traf f ic con be

switched from corrier to corrier os it trovels over the
Tnternet, so single rsp's guoront ee of service cqnnot be

expected to encomposs the entire Tnternet.

Nevertheless, work is being done to moke it easier to
choose on rsP. rnformol rotings of rsps coupled with
service guorant ees f rorn the rsps are the stort.
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Security

A great deol of work is being done with public k Y

cryptogrophy, ond this will continue to leod in the

morketploce. Nevertheless, there is no single dominant

solution in o wid e field of options ond proposols.

Port of the problem with the security morket is

determrning at whot level of computing ond networking

to insert security meosures. At the moment, solutions

a?e ovoiloble f or use of the oPPlicotion level (such os

security protocols for e-moil and the Web), of the

session level (SSL, f or exarnple), ond of the low er levels

in the network (securing fP packet - level tronsmission

on the Tnternet, for instonce). De focto stondords ore

evolving ropidly; SSL for protecting doto tronsmitted

over the Web, ond 5/i IiAE ond PGP for protecting e-

mail messoges.

Many developers of security products hove been

focusing norrowly on eilher their individuol oPPlicotions

t
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or on o limited range of opplicotions. As we see more

applicotions using cryptogrophy f or electronic commerce,

we're f aced with hoving to monage multiple digital

certificates in different formots of leost until some

stondord is developed. fnitiotives like CryptoAPI and

fntel's Common Doto Security Architecture (CDSA) ore

on ottempt tb provide layered security services thot

moke it eosier to shore encryption o[gorithms ond digitol

certificotes between opplicotions rother thon wrile the

required software f ?om scrotch.

fnitiolly , CryptoAPf wos meont for computer

running Microsoft Windows NT or Microsoft Windows

95, while fntel oimed to provide more of o cross-

plotform solution with CDSA. Eventuolly, you can expect

the two systems to interop e?ote.

Infrastructure

Although the Tnternet's .infrostructure hos evolved

ove? ?O yeors, it hos remoined fairly decentrolised. Mony

10
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of the technologies cove?ed in this report hove yet to

estoblish the type of robust, secu?e, easy-to-occess, ond

eosy-to-use infrostructure thot is required for doily

business use. Notoble omong these components still in

the embryonic stage are electronic poyment systems,

digitol certificotes, ond public keys.

For post f ew decades, bonks ond institutions thot

offer credit cords hove creoted' nationol ond global

electronic inf rostructures f or electronic funds

tronsfers ond credit cord outhorizotions . These

infrostructures ope?ate over private networks ond, ot

leost for the neor term, ore unlikely to move to the

f nternet. But these some institutions a?e opening

gatewoys between their se?vices ond the Tnternet,

moking it easie? f or businesses to contoct to their

systems. These finonciol infrostructures are reoching

out to a large custom er base ond off ering new services

by embrocing the Tnternet' os onother communication

medium , thereby extending their own inf rostructures.

_-:

-T
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Finonciol institutions ere extending their privote

networks to interf ace with the f nternet. New

commerciol endeovors o?e linking to existing financiol

systems, but lock of interoperobility remoins o problem.

Digitol cosh, in porticular, suffers from

infrostructur€ problems becouse, while it's intended to

be the digitol equivolent of reol cosh, each bonk issues

its own electronic cosh tokens thd't ore not compotible

with systems used by other bonks. Worrying about

dif f erent f oreign currencies when you travel f rom

country to country is bod enough, but worrying obout

exchongang digitol cosh between bonks even within the

some country (depending on which merchont you buy

goods f rom) would be intoleroble.

This incompatibility of digital cosh systems will

remain o problem for consumer-to-business commerce

for next few years of leost, but it won't necessorily be o

problem for business-to-business comme?ce. EDI is o

stondordize woy of tronsferring purchosing ond f inonciol

12
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informotion, one thot is usuolly negotioted between

business portners before ony tronsoctions occur. (of

course, the tim e requi?ed to set up EDI hos been one of

the reasons for its rother limited usoge.)

This opprooch of negotiating procedures will

extend to ot-her businesses os they use EDr over the

Tnternet, ond these businesses are likely to follow

similor procedures with poyment systems, intermediories

such os Nets rnc. will continue to provide stondardize

methods of hondling finonciol tronsoctions between

buyers ond selle?s.

Digitol certificotes ond public k"y systems hove

number pre-existing trust network comporoble to

existing f inonciol infrostructures. Everything needed f or

the distribution ond verificotion of digitol certificotes is

being built from the ground up. commerce firms like

cyberTrust, Nortel, ond verisign o?e issuing digitol

certificotes to individuols os well os busin esses, ond they

13
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hove been rqmping up their ef f orts with electronic

commerce on the fnternet in mind.

However, o fut ly dteveloped hierorchy of certificate

outhorities, for either the United Stotes or globolly, hos

yet to be established. Further mo?e, inter-operobility

between certificotes outhorities is not guoront eed, os

mo?e thon one public kuy olgorithm con be, ond is,

employed. i

Other problems orise as public key poirs ore issued.

The user is the ultimate lynchpin in securin g the private

k"y of the poir. Tf the owner of the privote key loses

the key, or if the key is stolen or compromised in some

other woy due to the owner's negligence, the k y poir

must be revocable. The infrostructure required to do

this routine, fast monner hos yet to be developed. And

there o?e questions os to whether or not the proposed

hierorchy of cerlificote outhorities con be scoled up to

hondle millions of digitol certificotes ond k y poirs os

electronic com me?ce becomes moinstreom.
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Online Cotalogs

online cotologs are likely to continue to be on

importont port of electronic commerce, f or both

consumer-to-business commerce ond business-to-

business comme?ce. Dynomicolly generated custom

cotologs ond _seorches drowing doto from corporote

dotobose will be cruciol, ond will be the standord woy of

doing things for som e time. ''

A number of softwore vendors a?e off ering mony

dif f erent woys of creatinq. ond mointoining online

cotologs. But ve?y little obout the cotologs themsetves is

stondordized. rn foct, mony moy think thot the cotalog

standordizotion is not necessory under the current

conditions. After alt, customers visit o compony's web

site, find out detoils obout the products ond services it
off ers, ond decide if their needs will be met. When they

visit a different Web site, things might be done o little

diff erently, but the procedu res a?e generally the some.
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But imogine the benefits if customers could cottect

doto obout reloted products from o number of diff erent

cotologs, ond then compore the products within their

own cotolog. Thot would be possible only if the logic of

the cotalog ond the form of the product doto we?e dato

stondor dized in some way. fnterm ediaries could olso

offer the seivice of c?eating custom cotologs on o

scheduled or as needed bosis. fn foct" stondordizing this

informotion would olso moke it possible f or customers to

use softwore ogents thot would outomoticolly query

dif f erent cotologs, collect product inf ormotion ond

present it os o recommendotion to purchose or o

comporison of new of f erings. Reseorchers ond

developers hove storted to creote ond test cotologing

stondords so online cotologs will be interoperable.

Electronic moil

Although the Wortd Wide Webhos rec eivedo tot of

focus in this report,other fnternet bosed services,

such os electronic moil, con be eguolly important to

16
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moil more robust ond suitoble for hondling non-

repudiotion ond doto trons f er through the Int ernet.

Microtronsoctions

Although Microtransactions ond micropoyment

schemes, they are both certoinly technologies thot one

still in their - infoncy. Limited pilot projects Qre now

underwoy to test some of the technol ogies ProPosed for

micropoyments.

CyberCosh, with its CyberCoin softwore, is the first

compony to of f er o commerciol system thot support

microtronsoctions. Expect to see Cybermediaries who

witl hondle the processing of microtronsoctions for

businesses. ClickShore is an exomple of such o

Cybermediory, occumuloting chorges on inf ormotion

that's purchosed from electronic publishers locoted ot

their site. Further Cybermediaries will probobly not

restrict their clients to o .single Web site, olthough
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consotidotion of o site con be o good move for morketing

ond odvertising.

Softwore Agents

One of the hot, ond PerhoPs over-hyPed,

technologies odvonced over the post few yeors hos been

softwore ogents, self leorning Progroms thot users con

instruct to Pe?f orm octs on their beholf . A voriety of

uses of softwore ogents hove been ProPosed. Two of

immediote interest to electronic commerce ore

retrieving select product inf ormotion ond negotaating

the sole of on item.

An Internet softwore agent developed by Arthur

Anderson f nc. hos otready demonstrot ed the f irst tosk;

their softwor e agent occesses doto f rom vorious Web-

bosed oudio CD dealers to find the best P?ice for

porticulor selection. Similorly ogents could be

constru cted to visit numerous online cotologs, extroct

informotion on selected products, ond present thot doto

19
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to the user in o personolized buyer's cotolog. Soles

negotiotions o?e o mo?e comPlex process, ond agents

copoble of performing such tosks a?e still in the

?esea?ch phose. Much of the work is being done ot

Stondard University ond CommerceNet.

Smart Cards

Although Smort cords hove been oround for more thon a

decade, they hove not yet seen widespreod use. Pre-paid

or stored -volue cords ore currently in use f or public

telephones, tollbooths, ond moss tronsit systems in the

United Stotes ond overseos. But the real impoct of

electronic camme?ce, especially tied to Tnternet, will

come with development of Smort cords thot include on

embedded microprocessor. These Smort cords will not

only be used for fnternet-bosed purchoses, but will olso

be able to serve as electronic purses thot con be used

f or everydoy purchoses of stores. The technology to

support electronic commerce using Smqrt cords is still
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being developed, ond it is being field-tested on o timited

boses.

smort cords have yet to rnoke o significont impoct

on consumer morkets, but the pieces to rnoke thot

possible are now storting to be put in ploce. The personol

ATM is o couxtertop device obout lhe size of human

hand , which lets the consumer use o phone line to

downlood money into smortcord Modem thot allows users

to use o phone line to updote personol smort cords .

fnstitutions

Technology olone doesn't provide onswers to oll of

the problems. Whotever develops will hove to function

within society. Moking electronic commerce really work

will depend os much on what our governing ond finonciot

institutions do, os it will on the technol ogies thot

develop.
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Centers of the trust

Trust between buyer ond seller is on importont

element in oll-finoncio! tronsoctions, but it is diff icult to

establish in electronic commerce. When businesses

conduct commerce with one onother, rePutotionS con be

checked ond -verified independently of the fnternet.

Business-to-business deols thot ore electronic

extensions of real- world deots olreddy hsve an element

of trust that's built uPon Previous negotiotions ond

tronsoctions.

The some trust is mo?e difficult to estoblish in

consumer-to-business commerce on the Internet. Now

toke thot o step further for online, commerciol trons-

octions - how con one get a sense of o potential business

portner from its electronic storefront or from on e-moil

exchonge? Tf oll o Purchosing manoger knows obout

supplier comes from whot con be seen on the suPPlier's

Web site, he or she hos eve?y right to be some-what

suspicious.
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On those occosions when the fnternet is the

sole link between porties , where the tronsoction is

obstroct (no signing of o poper check or hondling ove? of

a receipt, for instonce ),more hos to be done to estoblish

trust in the relotionship. Digitol certificotes ond digital

signotures moy well hondle some of this. Another

possibility is for customers to deol with Tnternet

merchonts who are ce?tif ied by a neutral, trusted porty.

E-trust is the first such ottempt ot certifying trusted

merchonts on the T.nternet, with o full-scole progrom

plonned f or 1997. other organizotions will join e-trust

bef ore long.

Even with certif icotions, merchonts ond other

Tnternet-bosed sellers will hove o diff icult time

establishing the some level of trust with o buyer os bonk

enjoys. At leost f or consumer bosed electronic

commer ce, you moy wetl see bonks leveroging the public's

trust by of f ering them rnoi"e ond more commerciol

l

services.
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Goverwnents

When it comes to money ond comme?ce,

governments olwoys hove something to soy. You have

otreody seen thot government agencies ore struggling to

bolonce on individuol's right to privocy with the need to

rnonitor illegol octions , such as money loundering . The

United Stotes gove?nment's ottempt to require the

Clipper Chip in new communicotion d'evices wos originolly

def eated by its on ongoing bottle with new voriotions.

Governrnentol restrictions on importi ng encryptions

softwore ond hordwore have eased slightly , but still the

globol morket ploce f rom being a level ploying field . KeY

escrow, hoving the government or o trusted third porty

keep o moste? enc?yption k y,moy be a solution but it

hos not yet received populor support from developers or

other notions
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Finol market forecost

As o finol glance info the futu?e ,here's abrief look

of the morkets f or eleclronic com merce .

The consumer-to-business morket will continue to grow ,

driven by purchoses of home computers ond other web-

enobled devices ,os well os developrnents in new medio

f or delivering increosed bondwidth . For example, work is

moving oheod on coble modems, Digitol subscribers Lines

(DsL), satellite occ ess , and even Asynchronous Tronsf er

Mode (ATM) to the home consumers occeptance of

electronic commerce will incr ease when it numb er longer

requires the use of o personol computer; with electronic

commerce extend to non-computer devices such os

televisions, outomotic teller mochines, point-of-sole

terminols, ond other devices linked to smort cords.

These eff orts witl toke us into next decade.

rn the business-to-business morket , short-term

portnering ond more suppliers ossociotion will drive lhe
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need f or foster woys of conducting supply ond f inonciol

transoction. EDI on the Tnternet will hove its ploce , if

onfy becouse of the instolled base of EDI ond its prior

integration with business Proctices . but other systems

witl be eguolly importont , os corPorote Purchosing cards

ond oth er elec'tronic systems of Poyment ore integroted

with business Processes , either directly or through

intermediaries . ,|
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Chapter-5

EVOLT]TION OF E-COMMERCE OVER PAST FEW

YEARS

Over the pos t f ew yeors , w? hove seen o numb er of

intertw ined trends, which hos contributed to the

success of e-comme?ce. One of these hos been increosed

deregulotion.

f n terms of ollowing o greater voriety of

institutions to enter businesses ond morkets which were

previously restricted. This hos ollow more competition

f or instonce in the inf rostucturol oreos of

telecomtnunicotions, hordwore etc, os well os within

troditionol industries like finance, were the

demorcotions between bonking, brokerage and insuronce

octivities o?e guickly blurring.

Deregulotion hos also provided the impetus f or

globolisotion in thot it is notr,i more common to f ind even

individuols looking to conduct business with overseos
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counterports who con Provide the best service ond Prtce

or seeking investments in off show instruments. Lower

infrostucturol costs , new -rnorket entrontS ond occess to

globol morkets ond oll cotolysts f or, & in turn fueled by,

e-comme?ce.

fn terms- of technologicol trends, some k Y ones

over the post three yeors would to hove the tendency

towords thin client solutions, the intreosed mind shore

ochieved by ERP systems & the evolution of customer

relotionship monogement. All these we?e underpinned by

signif icont chonges in network inf rostructure os such

the forging of high sPeed links between notionol ond

corporote networks, the conve?gence of distinct

networks such os phones, internet ond T.V ond the

investment by governments in ombitious IT

inf rostructure fo remoin competitive.

Thin clients ollow suppliers in the E-business choin

greater control ond flexibility to upgrode ond change

there service offerings to the consumers omong other
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things. There is olso a gene?ol trend to 'digitising' not

just PCs but oth er end devices including smorter chiPs,

household oppliances, hondheld devices, sensors - oll

working of higher levels of sPeed, security ond

intelligence with better interoction ond connectivity to

vorious chonnels.

ERP systems hove supplied orgonisotions who hod

the foresight to tronsform there eiterprise processes s

well os there softwore configurotions o chonce to

increase efficiency ond improve the guolity of there

decision moking, which e?e porticulorly importont

foundotions for conducting e-business.

Customer relqtionship monogement tools toke this

one step further, olong with doto mining ond effective

customer doto bose monogement, important in the virtuol

commer ce environment.
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Chopter-6

N-COTWTWNRCE - PROPELLIIYG TH

NEW REVOLUTION

E-c ommerce - Propelling the world to o new

revo !ution.

Recently on NRI f rom Son Froncisco visit ed' He wos

mentioning how entertoining is no more o Problem f or

him. And now o message typed on your comPuter, any

time, can get your doorstep fresh vegetables ond fruits,

even the modest tomoto individuolly wroPPed. Reody to

eot, piping hot, even rndion meot dishes cnd tandoori

chicken delivered of your doorstep of the time you

indicoted. Long tives E-Household!

why toke the Silicon volley? we hove our chennai

Bozoor on the net delivering gifts ond f lowers ony where

in the country, of o price. Unless on executive hos bien

living in o cove fff lost two Years, he hos heord about

the revolution coused by e-comm erce' Forrester
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research predicts thot by the end of this Yea?, business

conducted through electronics commerce will exceed

$45 billion.

Electronic - Comm e?ce like industriol revolution is

set to change the whole business environment in coming

yeors. There is much discussion ond plenty of confusion

on this eme?ging trend.

Commerce con be defined in simpt" terms os the

exchange of goods ond se?vaces , usuolly f or money.

Electronic Commerce os obviouS meons buSinesS

tronsoction being hondled electronicolly No more, the

Compute? is merely considered os on occounting tool, but

it is o g?owing movement towords building business

process thot involves the use of comPuters to

communicote between customer and orgonisotion.

Business orgonisotions are in ?oce to coPture this

growing morket ond goin comPetitive business odvontage

by using multimedia, wireless technologY , outomatic
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identif ication, intern et, telephoning etc. The struggle is

to c?eate the quickest, high quolity ond most exciting

venue f or conducting business. Pundits of comPuter

industry predict thot there is going to be on incredible

shift in the way comPonies will be conducting business in

coming yeors.

While most integral concept of electronic-

commerce moy be connecting buyer5'to sellers, it would

be o mistoke to limit the scoPe of this technology to

consumerism. f n f oct, mojor growth in electronic-

comme?ce is ond will continue to grow in business

elect ronic tronsoction Process.

Why is E-Commerce Growing?

There is so much noise obout this technology becouse

industry hos realised the potentiol of e-cornmerce from

the f ollowing symPtoms:
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1) No one who Properly took two embroced Automotic

Teller Mochines (ATMs), Credit or Debit cords ever

went bock.

2) Customer's wont exPonded hour s - 24 hours per doy

is ideol limit.

3) Customeis want exponded locotions - the closer it is

to home thebetter.

4) A customer change the woy business is done

technology is merely focilitotor.

Lure of E-commerce

fn general, the mo?e dif f icult ond time consuming o

purchose category is, more consumers are likely to

prefer using fnternet in place of physicol meons. The

mojor products being morketed through the net 
'o?e

computer products, books,' husic, f inonciol services,

entertainment, home electronic, opporel , gifts ond
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flowers, travel services, toys, tickets, informotion etc.

E-comm e?ce is not gaining populority beca use of love f or

computers o? it is foshionable to use hi-tech method of
purchose. rt hos got odvonto ges, which are diff icult to
ignore.

r' Lower trqnsoction costs - if on e-comm e?ce site is
implemented well, the web con signif icontly lower

both order-toking costs ond customer servicecosts

by outomoting processes.

, Larger purchoses pe? tronsoction - onlin e store
like Amazon com off ers o f eature thot no

conventionol bookstore off ers. customer con read

the description of o book and see what other

people who ordered this book olso purchosed.

Thot is, o customer con see the rerated books

thot people ore qctuoily buying. Because of f eatu?es

like these, it is common for peopre to bry mo?e

books thon they might buy of o normol bookstore
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ond this olso provide guidonce to customers to

decide whot else to buy some subject.

Access to more informotion - A well-design ed web

site con offer customers more informotion thon

previousty ovoitoble. For exomple, Dell trocks each

consignment . through the monufocturing ond

shippin g process ond the customers con see exoctly

where their order is of ony' time. This is whot

FedEx did when they introduced on-line Package

trocking ovoiloble to the customer.

The comfort - e-commerce offers is the some

luxury thot troditionol moil order comPonies

introduced thot is the concePt of shopping from

home in your pojomos.

New f eotures thot websites off ers include:

. The obility to build on order over several doys.

. The obility to configure products ond see

octuol Prices.
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The obility to eosily build complicated custom

orders.

The obility to compore Pric es between multiple

vendors eosilY.

The ability to seor ch large catologues eosily.

Larger cotologues A comPony con build o

cototogue on the web thot would never f it in on

ordinory moitbox. For exomPle , Amozon sells

3,OOO,OOO books. Imogine trying to f it oll of

the informotion ovoiloble in Amozon's dotobose

into o PoPer cotologue!

Improved customer interoctions with

outomoted tools, it is possible to interact with

o customer in richer woys of virtuolly no cost.

For exomple, the customer might get e-moil

when the order is conf irmed, when the order

is shipped ond after the order orrives' A hoPPy

96



4
-
=-,

rt
=--

t,

-\r t
b-,

U
++r

.: U
1.Ia.r
=:- 

!'

--,
--: 

v

--l -

---
b-{

b--

L---a

--3

customer is likely to Purchose something else

f rom the comPony.

i. Eosy Process to locote relevont inf ormotion-The

customer is not exPected to 9o through the bulky

Sertes of popers or cototogues or to move f rom one

stord to other to f ind the inf ormotion or product

they ore tooking f or. Seorch Engines on the web

site con find the informotion is seconds for

custom ers.

It is these sorts of odvontoges thot cteate the buzz

thot surrounds e-co mme?ce right now. It meons thot e-

commer ce ollows business modets. There is no need f or

componies to incur high cost exPenditure in printing ond

moiling cotalog t)es, which often end uP in the trosh.

There is olso no need of odding overheods by stof fing
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the order-toking department that onswers the phone o?

interacts with custom e?s.

E-Comm e?ce tokes core of both the cotologue

distribution ond the order toking of neorly zero cost.

Thot meons thot it moy be possible to of f er products ot

o lower price, or to offer products 'thot could not be

of f ered bef ore, because of the change in cost dynomics.

Though E-Comm erce is todoy mondotory f or moil

order supply comPonies to ensure their Survivol, it is

unlikely to reploce normol shopping moils os it ottracts

customer with entertoinment osPect too. Still , there is

little doubt thot it is going to hove o strong impoct on

our doy-to-doy lif e.

The folling costs of Personol Computers, o growing

instolled bose for fnternet use ond increosingly

competitive Internet se?vice providers in the market
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hos odded on to easy occessibility. The sport of cyber

cafa will certoinly help to fuel the growth of E-

commerce. rt is sure that not just in some future but

olso in some future but in couple of years os far os

business transoctions are concerned it is going to be

unimoginoble science fiction type scenorio.
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Chapter-7

E-COMMERCE IN I]YDIA

A ?epo?t on perf orming index ronking Tnternet

services Provider (rsPs) on guolity ond reliobility of

their network_hos ploced rndio os number one in Asio

.The growth of Tnternet in 'rndio', which exceed 3 million

users in o years time, will provide a criticol moss for
powerf ul thrust in e-comm e?ce applicotion. our middle

closs segment, exceeding 2a0 million will olso toke

advantoge of discounted airf ares, online publicotions,

online educotion os uiell os business-to-business

tronsoctions.

E-comm erce ?evenues in fndio o?e expected to

increose dromoticolly over the next three yea?s.

This year, it is likely to totol $ 30 million, with on

estimoted user bose of one million. E-commerce is likely

to occount for $575 million by finonciol year zooz-3

while Tnternel user will reach more thon 5 million,
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moking Indio the f ourth largest Int ernet morket in Asio.

The presence of relotively smoll populotion in Indio with

credit cords is onother chotlenge f or the growth of

ontine purchose morket. f n spite of this mojor

internotionot gionts inctuding Yohoo, Microsoft IBM ond

even tocol vendors ore trying to cloim o slice in this

growing market.

India to go e-commerce wd1 
'r

E-comm erce is oll set to toke over the traditionol

form of business in fndio contributing to this growth ore

seve?aa f octors. The entrance of privote Tnternet

Service Provider (ISP), which is on ideal plotform f or e-

commerce. This so os it will provide volue oddition to the

existing servaces, since the ISP business by itself is not

considered being prof itobte. It con be made prof itoble

by providing additionol services such os E-comm e?ce. The

revenue will not come from the ISP business but from

the odditionol services such os e-commerce-
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The gove?nment hos token strong initiotives such os

the oppointment of o Notional Tosk Force for

fnformotion Technology ond Softwore Devetopment. This

tosk f orce hos e-comm erce ond the Tnterne,t os on

importont pqrt of their recommendotions made to the

gove?nment.

The government wonts to opgn up e-comm erce

without compromising on security issues to protect the

smoll customers ond businessmen. Laws to focilitote e-

comme?ce are being f ormuloted. Several IT

orgonisotions ond bonks ore now gearing up to provide e-

commerce sotutions

To encouroge e-comme?ce, businesses are likely to

off er discounts on purchoses mode online. E-comme?ce

will olso reduce the cost of marketing os business con

now trock buying potterns electronicolly.
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Componies con sove money on expensive surveys,

which ore conducted for developing new products. They

con now poss on this cost benef it to the consumer.

Smart cords or Javo cords olso ploy q crucial role in e-

comme?ce.

Whotever-

commer ce will be

the future of electronic

ond full of ppportunities.

hoppens,

exciting
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