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Abstract

Electronic commerce is growing at an incredible pace today.  In the information age, almost every industry is now affected by this creative, new way of doing business.  However, to successfully implement an e-business and harness the true value of E-commerce technologies, business and IT professionals should have a good understanding of E-Commerce components, organizational impacts, advantages, disadvantages, and management implementation strategies.

The purpose of this paper is to investigate the development, impacts, strategies and challenges of implementing E-Commerce technologies in the organization. More specifically, the paper aims to determine how the creative application of these   technologies provides a competitive edge for businesses in the information age.  The paper also examines the strategies of what companies must do to win the battle for Internet consumers and to create long-term value in an Internet business. The paper concludes with a ten-step implementation proposal for a business to move from a "brick-and-mortar" storefront to the cyberspace of online sales.
1.
Introduction


E-Commerce – the purchase of goods and services over the Internet’s World Wide Web – is a broad term.  It encompasses all electronically conducted business activities, operations, and transaction processing.  The Internet is a global network of computers linked by high-speed data lines and wireless systems.  The World Wide Web is a global hypertext system accessed by the Internet and navigated by clicking hyperlinks from one document to the next.  Together they allow millions of communication devices like computers, using different hardware, operation systems, and software, to link to each other.  An estimated 10 million computers in over 160 countries are connected to the Internet (Kilmer, 1999).  E-Commerce transactions are controlled electronically from ordering to delivery.


E-Commerce is important in such interrelated areas as business-to-business, customer-to-business, and intra-business, all relying on each other for supplier, distribution, services, and technology.  E-Commerce links companies, customers, suppliers, employees, and distributors.


The importance of cyberspace to business is escalating rapidly.  It is estimated that Web-related revenues will reach $1 trillion within year 2001 (Gantz, 2001).  Those using the Internet are disproportionately high income and well-educated consumers – a quite attractive pool of potential customers – and the current estimate is that there are 300 million of them worldwide.  And within year 2001, it is expected that about 40% of these regular Web users will be buying online (Timmers, 1999).


E-Commerce changes the way business is done.  In some cases it replaces non-electronic ways of contracting, product and service delivery, and customer involvement; in other cases, it supplements them.  To maximize its effectiveness, businesses must think about building infrastructure to share information, using intermediaries, and managing knowledge.  This paper investigates the revolution of E-Commerce and addresses some key issues associated with building and managing E-Commerce in the information age. 

2.
The History of E-Commerce Development


Today, the term electronic commerce is heard frequently in corporate boardrooms, in management meeting, on the news, and in newspapers.  Electronic commerce is one of the most common business terms in use as we embark on the 21st century.  In the book “Electronic Commerce: Security, Risk Management and Control”, Greenstein and Feinman (1998) defined E-Commerce as “the use of electronic transmission mediums (telecommunications) to engage in the exchange, including buying and selling, of products and services requiring transportation, either physically or digitally, from location to location (page 2).”  This definition represents how people perceive E-Commerce today.  However, E-Commerce had different meanings and functioned in different ways during different stages of its development.  As a matter of fact, E-Commerce has gone through a long way of development and evolved from a simple exchange of information between government agencies to the World Wide Web of today.


E-Commerce has been developed through the following stages:

Technology Enables E-Commerce (Szuproxicz, 1999):

1969: the U.S. Department of Defense established The Advanced Research Projects Network (ARPANET).  ARPANET was the first really viable inter-organizational network or Internet.

Mid 1970s: other networks such as Bitnet and Usenet sprang up as the technology became more public.

1970s: EFT (Electronic Fund Transfer) began to be used to transfer money between financial institutions.

Early 1980s: E-Commerce practices became widespread between organizations in the form of EDI (Electronic Data Interchange) and electronic mail.

Late 1980s: E-Commerce became an integral part of business, although not over the public Internet.  New E-Commerce technology emerged, pushed by the Internet, but the technology was difficult to use; most work had to be done manually. 

The World Wide Web Is Created:

1992: the World Wide Web arrived.  The Web made the Internet graphical and relatively easy to use, and it also made E-Commerce cheaper because small businesses could now reach large audiences easily.  It also increased accessibility for all businesses and made international operation technologically easy.

Expansion Is Exponential:

2000: E-Commerce is expected to grow at spectacular rates.  The business-to-consumer segment of E-Commerce is advancing rapidly.  A handful of studies have shown that the business-to-consumer arena is expanding faster than most organizations can keep up.  On-line sales to consumers are expected to become a significant portion of total consumer sales in the next few years for retailers and manufacturers.
3.
The Internet’s Impact on Industries


The Internet is affecting many different businesses in similar ways.  Every industry, for example, has suddenly become part of a global network where all companies are equally easy to reach.  However, even though the forces affecting them are the same, the consequences for each industry are very different.

Financial Services

Universal access to information is hitting the financial services industry hard.  This is a classic example of how the Internet can open up an existing infrastructure.  In the past, stockbrokers justified their high fees by pointing to the quality of their advice; now knowledgeable amateurs as well as industry experts can trade stock for no charge in popular sites like the Motley Fool.  Investors can get advice and market information from many sources other than full-service brokers, so they are less willing to pay a premium just to trade.  Assets worth $111 billion are already managed online by year 2000 (Ramaswami, Strader, and Brett, 2000-2001).  The challenge here is to survive on thin margins, or find some way to add value.

Travel and Airlines


Travel agents are another group that thrived on exclusive access to information.  Over 100 airlines have created Web sites (Szuproxicz, 1999), and a number are not only taking queries but are actually selling tickets online.  Under this circumstance, most travelers still prefer to use travel agents because it costs nothing to let the agents book airline tickets for them.  However, the Internet is giving the airlines an opportunity to eliminate the middleman and cut the cost in two ways.  The first is by selling seats on their own Web sites.  The second, led by Northwest and Continental, is by cutting the fees they pay to online travel agencies, because customers find and book by themselves on the net, so the costs are far lower than in the physical world.  However, online sales still make up less than 1% of total airline ticket sales, and as long as the airlines are prohibited by law from offering online bookers a price advantage, most independent travelers will prefer a quick call to their travel agent.

Retailing


The advantage of online shops are that their costs are lower and they are less constrained for space than their physical counterparts.  Yet less than a third of online marketers are making money today.  The reason is that most of their offerings are distinctly unimpressive.  The items that some online retailers offer in their catalog are hard to find, slow to download, and hard to see on-screen.  Building an online shopping site that is attractive to buyers takes longer and costs more than most retailers thought.

Music

Unlike the book industry, the music industry is controlled by just a few labels.  Therefore they have the power to stifle any online venture that offers serious competition.  Several online music stores have had trouble getting record companies’ permission to offer album samples, and their prices are typically only a little lower than those of physical music stores.  As a result, most are losing money.

Automotive

More customers are shifting to online shopping for cars instead of spending a long afternoon with a salesman.  The car prices that are offered online are usually 10% cheaper than the price offered by the salespeople in the physical dealer location.  The reason is that it costs a dealer only about $25 to respond to an Auto-By-Tel lead, instead of hundreds of dollars to advertise and sell a car the conventional way (McLean, 2000).  Manufacturers are thrilled by this trend.  They generally consider dealers a necessary evil, just as airlines do travel agents.  But a creative dealership, which can set up its own Web site, can also use the Internet to expand its franchise.

Advertising and Marketing

Although these two industries are not strictly in the category of E-Commerce themselves, they are being profoundly changed by it.  The Internet is an interactive medium, completely customizable for each viewer – unlike any previous advertising vehicle before.  The Internet makes it easier both to target potentially interested consumers and to communicate with them.  Another advantage of an Internet ad is immediate response.  It provides a direct link to the advertiser’s site, offering interested consumers an easy way to get more information or to buy.  The market may be too new for advertisers to be sure they will get their money’s worth, but is only a matter of time.

4.
The Reasons that Electronic Commerce Is Growing So Fast

E-Commerce is growing at an incredible pace today.  Many organizations and individuals are looking to the Web as the future, definitive source for information, goods, services, and communication.  As the amount of business transacted over the Web grows, the value of goods, services, and information exchanged over the Internet double or triple each year.  There are reasons for E-Commerce to grow in such a fast pace:

· E-Commerce has a low entry cost compared to other solutions such as EDI.  A Web presence dose not need to cost more than a few hundred dollars per year.  For that amount one can have a Web page hosted on a server and online access for maintenance.

· With low entry cost, a fast return on investment is also possible.  A supplier who puts a catalogue online can build in direct support for regular customers with electronic ordering.  Eliminating paper in the ordering and delivery process can lead to enormous savings.  Therefore E-Commerce can offer immediate cost savings.  In this circumstance, E-Commerce star-ups can also reach break-even quickly.

· E-Commerce has the promise of protecting investment.  Whereas EDI-based systems have a tendency to be specific to the trading or supply-chain relationship, it is the hope that Web-based systems will be interoperable among suppliers.  In this way switching costs are low and there is no need to buy multiple systems.  A single PC can support trading relationships with a multitude of business partners.  E-Commerce is based on open networks and standards, thereby helping to avoid lock-in.

· E-Commerce offers connectivity and communication.  Getting access to the Internet usually means having an e-mail account and being able to browse the World Wide Web.  E-mail can bring immediate benefits in business-to-business commerce.  Time can be saved by sending (simple) advertisements, order and delivery confirmations and enquiries via e-mail rather than by normal mail or even fax.

· E-Commerce meets information needs.  It is not necessary to create a presence on the Web for the company itself.  Information can be collected about offers, opportunities, competition, market trends etc.

· E-Commerce has already built up a critical mass, which attracts even more users and providers of the technology and of business solutions.  In addition, governments and public authorities worldwide actively promote the use of the Internet for business.  This creates confidence that E-Commerce over the Internet is a viable proposition.

· Last but not least, E-Commerce is in a technology-driven ‘virtuous innovation cycle’ of constant opportunity creation as a consequence of the very rapid progress of E-Commerce technologies (Burden, 1999).  Many technology start-ups as well as established companies such as IBM and Microsoft continually create fresh opportunities through new Internet and E-Commerce technologies.  These opportunities in their turn attract even more entrepreneurs, further fuelling the virtuous cycle.

E-Commerce offers a range of advantages that collectively have been shown to be important enough to attract massive interest on the part of businesses, both as users of the technology and as providers of technology and solutions.

5.
Electronic Commerce Components

E-Commerce includes many components; this paper will only discuss three main components, which are Electronic Data Interchange (EDI), intranets and extranets, and real-time payment methods.

Electronic Data Interchange (EDI)


EDI is the system that enables partnering companies or organizations to talk to one another electronically about dull stuff like purchase orders, inventory lists, bills of lading, bills of sale, etc.  EDI lets any business send mundane, boring, tedious paperwork to another business with complete accuracy, even if the partner company has totally different computer equipment.  The advantages of using EDI include saving time, reducing errors, allowing manufacturing on demand, improving customer and vender relations, and etc.  EDI has its most common use in business-to-business transactions and is not used for business-to-consumer transaction.


Most Fortune 1000 companies have been online with suppliers and customers for more than a decade, long before E-Commerce made headlines.  Industry has used EDI for over 20 years to enable trading partners to exchange documents electronically.  However, many “older” companies are finding that it is not easy to add trading partners in different parts of the world to their old EDI systems.  The Internet, however, provides tremendous flexibility.  Instead of staying with the old EDI network, some companies wisely choose to use a combination of the Internet and EDI, using the Internet for catalogs of products for the public, and using EDI to order products from vendors.


Internet EDI introduces the technology of EDI systems that once was available only to large organizations and makes it affordable to smaller companies.  Small business owners can go directly to a corporate Web site, enter data about their products and services in a form provided by the corporation, and the corporation handles the translation to EDI.

Intranets and Extranets


While an Internet is a collection of networks, an intranet is a private network using public Internet-based standards.  Intranets are accessible only by members of a specific corporation or organization, for internal use and with authorization only.  An extranet, or extended intranet, links two or more intranets together and makes information available to authorized members of the participating groups.  Intranets commonly include four basic features: E-mail, online publishing, online searches, and distribution of commonly used applications.


Intranets can streamline business processes by disseminating information faster and making collaboration easier, regardless of geographic location.  As businesses make more information universally available, there are greater opportunities to shorten development cycles and streamline operations through the collaborative efforts encouraged by Intranets.


Almost every department in an organization can benefit from a combination of Intranets and Extranets.  Marketing and sales can expedite orders.  Research departments can access larger data bases for their studies.  Customer service can track and examine input from customers and feed this information back to the sales and marketing staff.  Human resources departments can disseminate personnel notices with ease.  Manufacturing and operations functions can communicate better with the marketing department for more efficient supply chain management and elimination of the middleman.

Real-time payment methods


Credit card payments, electronic money (e-cash), electronic checks, and smart cards are the most common methods of E-Commerce payments.  Payment methods can be designed into the system or contracted out to a company that handles third-party payments.  The fundamental difference between these payment methods is that some are PC-based, while others are microchips embedded on a card.

· Credit Cards

Credit card payment transactions are protected by encryption, which ensures that only the bank or credit card service provider, not the merchant, sees a number.  To accept credit cards, online companies need to contact their banks, a credit card service provider, or merchant service provider; and they could use an E-Commerce payment processing service like CyberCash to handle credit cards.  Credit card systems do not always respond well to large volumes of low-price transactions.  Low value items, or intangibles such as information or online entertainment, with a cost of one cent to ten cents, are impossible for credit cards.  Minipayments for items in the 25 cent to $10 range are also not well suited (Borths, 2000).

· Electronic cash (e-cash)

Electronic PC-based cash systems allow payments to be made by typing in an amount or clicking on “notes” or “coins” on the screen.  E-cash is stored in the consumer’s computer and is transmitted to the merchant directly or through a third-party payment service.  E-cash requires some sort of bank certification to avoid fraud or insufficient funds in the accounts.  E-cash systems can indicate a running balance.  The buyer and seller can be in any physically remote location, so e-cash works well for e-tailing.  E-cash is not yet as popular as credit cards or small cards, but experts predict that e-cash will grow in popularity and probably dominate as the number of small items and their corresponding micro payments increases (Borths, 2000).

· Smart cards

An early popular use of smart cards were pre-paid phone cards, followed by an increasing use of prepaid “credit cards” that act like gift certificates in select retail stores.  Electronic cash is stored on these “intelligent” credit cards that can be plugged into computers or given to merchants.  Smart cards, or stored-value cards, not only access financial accounts, but also store information about a purchaser’s preferences and buying patterns.  Smart cards can be used to gather data, track products, and monitor purchasing decisions (Borths, 2000) .

· Electronic checks (e-checks)

More convenient than conventional check payments, e-checks use digital signatures that are transmitted between the company, the consumer, and the bank.

The Advantages and Disadvantages of E-Commerce

The Advantages of E-Commerce

· 24 Hours A Day/7 Days A Week Availability

It is costly to keep a retail establishment open 24 hours a day and 7 days a week.  The consideration could be the labor cost, the security cost, and the high possibility of not being able to make profit after normal business hours.  E-Commerce is a great solution of the above problems.  By implementing E-Commerce, a company can have its “cyber-shop” open 24 hours a day and 7 days a week for a very small amount of money.

· Savings on Customer Service Staff

In the past when customers had questions about a product, especially one bought by mail, the customer had to call the company.  In a company selling a variety of products, it can be difficult if not impossible for customer service staff to know every detail about every product the company sells.  To best serve the customer, a detailed description of each product can be put on the Web page, with details like price, dimensions, test results, pictures, and even Virtual Reality files that let the customer look in the object in three dimensions.

· Savings on Telephone Operators and Salespeople

The more customers use E-Commerce to buy products, the less need for telephone operators and salespeople.  While doing away with these employees entirely is not practical, a reduction in their number can reduce variable selling and administrative expenses.

· Instant Update of Catalogs and Prices

When prices change frequently, printed catalogs can be inaccurate before they reach the customer.  This problem can be eliminated by E-Commerce.  When a price change is needed, a simple change of the Web page will correct it.  This saves money on catalog printing.  With printed catalogs, too, if a product is added to or taken out of inventory, the business must wait for the next catalog printing before customers will know about it.  With Web-based commerce, products can instantly be added or deleted.

· Product Targeting

One way to target products to particular customers is to ask them what interests them.  For example, in order to shop on some Web sites, customers must first get a cybershopping cart.  To do that, they must create an account.  As part of the account creation, customers are asked questions that will allow for the Web site to target products to them.  In addition, obtaining a customer’s e-mail number makes it possible to reach them directly with advertisements. And e-mails are often free.  Another form of targeting is transparent to the users.  The information about the items that customers purchased and the items they looked at can be stored on the users’ computers in what is known as a “cookie.”  The next time the users go to the site, the site looks for cookies and read the information from them.  It sees that the person browsing the site is interested in some particular items.  Now the Web page can suggest to the user products of possible interest.

· Better Overhead and Inventory Control

Using Internet-based purchasing, inventory control can be made simple.  When a shipment is received, the quantity is entered into a computer database.  As customers order the products and the products are shipped, the computer can track how much of the products are in stock.  It not only warns about inventory but also gives an hour-by-hour picture of what’s moving and what isn’t.

The Disadvantages of E-Commerce

· Credit Card Fraud

Credit card numbers can be stolen by the disgruntled or criminal employee who has legitimate as well as illegitimate access to the company E-Commerce system.  It is also possible for a consumer to give a number for a credit card that does not belong to him.  With current technologies, it is very difficult, if not impossible, to verify that the person at the keyboard is the legitimate card owner.  Developments in electronic signatures are likely to reduce fraud in E-Commerce.

· Products that Don’t Show Well

· Limits to the Market

Although the number of people on the Internet is increasing at an amazing rate, the simple fact is that not everyone is on the Internet.  Stores like Amazon.com that operate strictly on the Internet are missing the non-Internet user.  Some are not on the Internet by choice; others may not be on the Internet because of geographical or governmental restrictions.

· Small Companies Unprepared for Global Selling

It may be easy for small businesses to put up a Web site and start engaging in E-Commerce around the globe, but lack of experience or knowledge that worldwide trade requires may cause problems to them.  In addition, most small business are set up to handle only U.S. dollars, the variety of currencies becomes a problem for them to handle.  Accepting credit cards may be the solution, but the companies have to be prepared for the possibility of fraud.

6.
Recommendations

Successful E-Commerce business strategies must address an entirely new set of challenges.  Here are some recommendations for setting up an E-Commerce business:

Intense Research on Potential Markets

As with all new business ventures, intense research is vital to E-Commerce success.  Research will not only uncover what it takes to get started, but will also reveal potential markets.  Because of the access the Web offers to potential consumers across various geographic and demographic sectors, niche E-Commerce systems have been particularly successful.  While it is not necessarily a prerequisite, developing a product for a niche market will give any potential E-Commerce project an immediate advantage.

Intense Research on Systems Implementation

In addition to uncovering niche markets, research will also give potential Web entrepreneurs the information to implement the systems they need for successful E-Commerce. These include encryption of transmissions, shopping cart or product database features, and types of payment to accept.  Implementing effective and convenient product management systems as well as encrypting any confidential transactions will result in increased sales.  It is equally important to choose the best method for buyers to purchase products.

Establishing Professional Appearance

With strong back-end systems in place, E-Commerce companies need a good HTML interface to the consumer.  Appearances matter.  Often the Web site will be the first contact a business will have with a consumer.  Because the HTML interface is what makes the first impression, E-Commerce companies need a clean, professional appearance that is easy to read and move through.

Marketing the Site

While a good HTML interface is crucial, it may be completely ineffective if consumers are not coming to it.  To overcome this, E-Commerce companies must take an aggressive, tireless approach to marketing their E-Commerce sites.  Search engine listing and relisting, conducting banner and link exchanges, issuing press releases, and mass electronic mail campaigns will generate the exposure that is vital to the success of any E-Commerce site.

Value-added Features

Value-added features like pre- and post-sales support, testimonials, and personalized customer support are essential.  Other features that increase sales are multi-lingual capabilities, contests, and multiple options for ordering.  It is especially important to allow consumers to order in multiple ways as many consumers are still leery of providing credit information over the Web.  Providing multiple options for ordering will bring E-Commerce companies orders from consumers who would not have otherwise made a purchase over the Web.

7.
Management Perspectives

Organizational Aspects

Implementing E-Commerce may call for changes in corporate infrastructure, business processes, and daily business practices.  These may affect organizational structure, information, and communications. 

How to manage organizational changes to achieve more efficiencies is a key consideration.  Companies must respond to changing market conditions by optimizing process design and being open to innovations in structure.  That means companies need reliable performance measures.

Web pages must be properly maintained.  Information technology may be useful as a tool in support, operations, business policy and strategy, and reengineering.

The production infrastructure must concentrate on products, whether the products are physical merchandise or information.  The distribution infrastructure supports the transfer of products or services from company to customer.  The services infrastructure integrates support functions like security, customer support, and payment processing.

Work flow and process analyses are good ways to start making the organizational framework more efficient and effective.  Make sure operating units are using a common data platform to coordinate and communicate to accomplish the overall business goals (Modahl, 2000).

Management Strategies

The impact of E-Commerce on areas like pricing, type of product or service offered, consumer interfaces, distribution, and sales will affect management tactics.  Managers must determine how much to spend on E-Commerce technology and what products or service, new or old, should be offered.  They must analyze how to reach and service the most desirable customers.  Keep in mind in making these decisions their company’s unique situation as well as the overall business environment.

Clearly, managers must keep up with what trends are emerging in technology, changing customer tastes, and new competition.  This is how they identify and deal with their outside threats.

Managers thus must specify the objectives their company wants to achieve through E-Commerce.  To do this they must:

· Formulate a strategy for E-Commerce, taking into account corporate difficulties, management objectives, and company strengths.

· Think about how technology can be integrated into high-value-added areas like sales and marketing, customer relationships, and distribution.

· Identify, measure, and plan how to minimize the risks associated with E-Commerce. Emphasize projects that have a high rate of return.  Ask how customer value will not only be added but also clearly communicated.

The direction and success of the companies’ E-Commerce will depend on their strategies.

8.
Implementation Proposal and Rationale

To move from storefront to online sales, a business needs to take about 10 steps to successfully implement E-Commerce and improve its competitive position in the e-business world.

Step 1: Set the goals

· Be consistent with the business plan

E-Commerce is a technology that exists to support the goals of a business.  It is vital to integrate E-Commerce with the rest of the business.  The business plan provides the structure to support its goals for marketing and financing the company.

· Address potential problems from the start

In the goals for setting up the E-Commerce system, delineate specific ways to minimize the risk of the investment of time, effort and money.  For example, checking out the competition and guaranteeing that the prices the business is charging keep it in the game.

· Reinforce the marketing strategy

A comprehensive marketing strategy integrates all a business has learned about its target market through its market research with an effective approach to getting its message out through its marketing materials, sales, advertising, public relations, promotions, and networking.  The online sales strategy will succeed most quickly if it is wrapped in a total package that grabs consumer attention.

Step 2: Access the Internet

· Assess computer components and upgrade them as necessary

The computer configuration is the complete set of equipment that a business will use to access the Internet.  It includes PC (personal computer), CPU (Central Processing Unit), RAM (random access memory), hard drive, UPS (uninterrupted power supply), modem, and monitor.  As technology develop so fast, new computer products come out almost daily.  In this situation, businesses should assess their computer components as often as possible and upgrade them as necessary in order to stay ahead of the competition.

· Assess network connections and implement changes as needed

Today’s businesses can connect to the Internet by modems connected to standard telephone lines or special lines, cable access, digital subscriber lines, or satellite.  Of course the ideal option for a business would be to acquire its own server and install its own high-speed communication lines.  It is the most expensive but most effective choice requiring a high level of technical expertise and continuous support.  On the other hand, simply owning its own server does not guarantee access to the business.  A business’ connections to the Internet still have a direct impact on access by its customers and download time.  Many small businesses opt to select an Internet service provider (ISP) rather than acquire their own.  However, when a business selects an ISP, certain questions should be asked, for example, “what speed lines does the ISP use to connect to its upstream provider”?  If the speed of ISP lines is lower than that of a business current modem in use, the business is wasting money since the low speed ISP lines slow down the whole system’s speed of the business.  Other questions that also should be asked include “Is the service provider filled to capacity?” “What is the ISP’s track record for downtime”? “Do they have backup systems”? and etc.  Once the business finds out that the current ISP in use is inappropriate for the growth of the business, changes must be made correspondingly.

Step 3: Promote the Web Site

To establish the Internet presence, a business needs to go through the following procedures:

· Select a domain name and make sure the business have a recognizable name.

· Register with search engines.  Go for the most important first: Yahoo!, excite, Alta Vista, Infoseek, Hot Bot.

· Choose the keywords for indexing.  Select works that identify the products, services, and attract the right customers.

· Get the name out.  Dot.com or print the domain name on everything the business produce: brochures, stationery, business cards, press releases, products, and more.

· Link to and from other sites that serve the target market.  Get in with the right crowd, passing information back and forth.

Step 4: Design the Web Site

· Project a professional image

The image a business projects online is just as important as its physical presence.  In order to grab the shoppers’ attention within a few seconds, a business must be able to create a pretty awesome introduction using the technology available today, which becomes more powerful by the minute.  For example, by using small Java programs (called “applets”), Web pages can be designed to include animations, calculators, drop-down menus, scrolling text, moving graphics, and other more advanced features.

· Consider E-Commerce components

A business needs to consider what E-Commerce components should be included in its daily business.  These components include Electronic Data Interchange (EDI), electronic catalogs, digital currency, and intranets and extranets.

Step 5: Create an Electronic Catalog

· Stand-alone catalog or cybermall

A business can create a stand-alone catalog to display its products and services in an innovative manner.  Or, it also can create an electronic mall, or cybermall, to list its products and services in the electronic catalogs of other companies to gain wider exposure.  

· Achieve the best balance of graphics and text

No matter which kind of e-Catalog a business chooses, the best balance of graphics and text must be achieved.  If it takes forever for the elaborately designed catalog to be fully displayed, it is not a good sign.  The same individuals who hate to wait on shopping lines in brick-and-mortar stores will lose interest in the online site too.

Step 6: Identify the Distribution Channels

A business needs to determine its supply chain and create appropriate links with its suppliers.  When a business clarifies the functional flow of information within its company and among its business partners, it will be in a good position to define the use of intranets (for interdepartmental communication) and extranets (for communication with vendors and suppliers).  A combination of intranets and extranets will enhance the business’ capability to track information in a timely manner.

Step 7: Develop a Method of Order Processing

· Have electronic funds transfer capability

Once an e-business is established, it must ensure that its customers can shop 24 hours a day and 7 days a week, include handling invoices, billing, processing payments, and transferring money.  An E-Commerce business must have electronic funds transfer capability.  The most common methods of E-Commerce payments are credit cards, electronic cash, smart cards, and electronic checks.  A business should have research on all of the payment methods and consider their advantages, disadvantages, and risks in order to choose one that is most suitable to its needs.

· Work out shipping arrangements

Delivering products to the consumer as quickly, and safely, as possible is as important as handling financial transactions safely.  A business should work out arrangements for regular and expedited shipment with the best carrier to suit its needs.  Negotiate discount rates for frequent usage or take advantage of existing discounts offered through special deals for group memberships, whenever possible.

Step 8: Select Security Systems

E-Commerce security systems serve the dual purpose of safeguarding customers’ privacy and protecting all company records and data.  Private information about inventory, suppliers, and clients cannot be accessible to unauthorized individuals.

Security issues are a primary concern when implementing intranets and extranets.  Because highly confidential information – including financial data, product specifications, and company projections – is passed back and forth, hackers target these networks.  E-Commerce businesses can protect their networks from unauthorized access to confidential information by encryption, firewalls, and proxy servers.  Security precautions are critical in dealing with all forms of digital and electronic currency, particularly electronic cash.  Merchants need system designs that reduce the possibility of fraud and security threats.  As a very practical matter, an e-business needs to ensure that electronic cash is supported by actual funds.

Step 9: Develop Inventory Tracking Procedures

Experienced E-Commerce companies have found that it is possible to dramatically reduce overall costs by installing new procedures for inventory tracking and control.  The Internet allows a vendor to build to demand, reducing inventory to the minimum.  According to this strategy, manufacturers produce only as much as required by incoming orders.  This eliminates the problem of overstocked warehouses, and as a result reduces debt for both merchants and manufacturers.  For this to work, there is no room for error. Every piece of order information must be accurate, and there can be no bottlenecks in the system.

Step 10: Refine Customer Interface

The E-Commerce system will need to be capable of receiving and monitoring feedback from customers continuously.  The best e-business sites encourage feedback from their customers and work diligently to keep their customers coming back.  Set up ways for customers to let the business know how it is doing, what they need.  Track the customers purchase patterns, and build on the information that the business has on their past orders to help them with future buys.  Listen to the customers’ suggestions for improvements and enhancements.  If part of a business’ web site is found to be inefficient, or too difficult to navigate, the business should fix it right away.

9.
Conclusion
From the history of IT revolution, E-commerce can be seen as a new trend. Through the increasing revenues and other benefits it brings, E-Commerce gains the awareness among people who are in the field and who are going to step into this field.  Businesses that had not caught on to the potential of online sales have most surely done so by now. The present infrastructures and payment system provide a technical foundation for the implementation of E-Commerce. In the future, some standards are expected to build for the simplification and the globalization of E-Commerce implementation. 

The Internet will transform the business by redefining the business strategy. With the right electronic strategy, forward-thinking companies are creating new models, reinventing business processes, and changing the way their organizations interact. Many organizations are now literally redefining their roles in the marketplace to gain and maintain competitive advantage in the Internet economy. Though there are problems in its implementation, E-commerce will be a right historical choice for those who want to maximize their business abilities in the competitive high-tech world.  
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