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Preface
The rapid changes in telecommunication and communication technologies witnessed in the

Internet and World Wide Web paved way for new range of business applications, processes and
structure. E-Commerce is essential for existing business organizations and for the new entrants. The
fast growth in technological field had made the world a better and fast moving place. Especially, with
an online population of 500 million in 2017, India has one of the fastest growing internet populations
in the world. Technology isn’t just changing the way consumers shop; it’s opening up new channels
and giving e-commerce stores new ways to reach customers. Implementations of new technologies
have brought convenience, ease of use, personalization, process simplification, and the high level of
comfort to the customers. In the recent technological developments, E-Commerce is only the domain
which has seen significant changes in a short span of time.

Being on the right edge in using the right technology is definitely an advantage for the students.
In this book, a keen attempt has been made to equip the students with in-depth knowledge of
E-Commerce and underlying technology. The topics Protocols, Digital Signatures, Cryptography,
E-Marketing and Virtual Reality are explained in a detailed manner. Every unit is concluded with
multiple choice questions and fill in the blanks to make the book more student-friendly. Apart from
theoretical explanation, the lab exercises from Front Page Editor are explained with necessary
screenshots.

This book is written as per newly introduced CBCS pattern to meet the requirements of
Commerce students, studying Bachelor of Commerce (B.Com.) under various universities in
Telangana state. This book can also be used as handbook for the students studying E-Commerce in
various streams.

We offer our sincere gratitude to Himalaya Publishing House Pvt. Ltd., a pioneer in Commerce
and Management publications. Our sincere regards to Mr. Niraj Pandey, Managing Director;
Mr. Vijay Pandey, General Manager (Marketing) and Mr. G. Anil Kumar, Sales Manager, Hyderabad
Branch and their team for their knightly support at all times. Speaking of encouragement, we must
mention Rev. Fr. A. Arogya Reddy, Principal, and all the staff members of St. Mary’s Centenary
Degree College, Secunderabad and Mr. K. Raghuveer, Principal, IIMC, Hyderabad for their valuable
guidance and continuous support.

Valuable suggestions from readers will be thankfully acknowledged and subsumed in the next
edition.

Hyderabad
January, 2019 Authors



Syllabus
Objective: To acquire conceptual and application knowledge of E-Commerce.

UNIT-I: INTRODUCTION
E-Commerce: Meaning – Advantages and Limitations – E-Business: Traditional and
Contemporary Model – Impact of E-Commerce on Business Models – Classification of
E-Commerce: B2B, B2C, C2B, C2C and B2E – Applications of E-Commerce – E-Commerce
Organisation Applications – E-Marketing – E-Advertising – E-Banking – Mobile Commerce –
E-Trading – E-Learning – E-Shopping.

UNIT-II: FRAMEWORK OF E-COMMERCE
Framework of E-Commerce: Application Services – Interface Layers – Secure Messaging –
Middleware Services and Network Infrastructure – Site Security – Firewalls and Network
Security – TCP/IP – HTTP – Secured HTTP – SMTP – SSL.

Data Encryption: Cryptography – Encryption – Decryption – Public Key – Private Key –
Digital Signatures – Digital Certificates.

UNIT-III: CONSUMER ORIENTED E-COMMERCE APPLICATIONS
Introduction – Mercantile Process Model: Consumer’s Perspective and Merchant’s
Perspective – Electronic Payment Systems: Legal Issues and Digital Currency – E-Cash and
E-Cheque – Electronic Fund Transfer (EFT) – Advantages and Risks – Digital Token-based
E-Payment System – Smart Cards.

UNIT-IV: ELECTRONIC DATA INTERCHANGE
Introduction – EDI Standards – Types of EDI – EDI Applications in Business – Legal –
Security and Privacy Issues of EDI – EDI and E-Commerce – EDI Software Implementation.

UNIT-V: E-MARKETING TECHNIQUES
Introduction – New Age of Information-based Marketing – Influence on Marketing – Search
Engines and Directory Services – Charting the Online Marketing Process – Chain Letters –
Applications of 5Ps (Product, Price, Place, Promotion, People) – E-Advertisement – Virtual
Reality and Consumer Experience – Role of Digital Marketing.

Lab Work: Using Microsoft Front Page Editor and HTML in Designing a Static Webpage/
Website.



Contents

1. Introduction 1 – 43

2. Framework of E-Commerce 44 – 82

3. Consumer-oriented E-Commerce Applications 83 – 110

4. Electronic Data Interchange 111 – 154

5. E-Marketing Techniques 155 – 183

Lab Work (Practicals) 184 – 217





INTRODUCTION

1.1 Introduction
1.2 Meaning of E-Commerce
1.3 Features of Electronic Commerce Technology in Business
1.4 Advantages of Electronic Commerce
1.5 Limitations of E-Commerce
1.6 e-Business
1.7 Impact of E-Commerce on Business Models
1.8 E-Commerce Business Strategy Models
1.9 Classification of E-Commerce

1.10 Applications of E-Commerce
1.11 Review Questions

1.1 Introduction
E-Commerce is the conduct of business on the Internet, not only buying and selling but also

servicing customers and collaborating with business partners. One of the first to use the term was IBM,
when, in October, 1997, it launched a thematic campaign built around the term. Today, major
corporations are rethinking their businesses in terms of the Internet and its new culture and capabilities.
Exploiting the convenience, availability, and worldwide reach of the Internet, nowadays many
companies are using the Web to buy parts and supplies from other companies, to collaborate on sales
promotions, and to do joint research.

UNIT I

Objectives:
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In the emerging global economy, E-Commerce and e-business have increasingly become a
necessary component of business strategy and a strong catalyst for economic development. The term
commerce is treated as transaction between business partners. Computers and their used become the
international language. Computer today is not only the language of people but also for business.
Internet is the tool used by business in term of electronic commerce. One of the fastest growing
industries today is electronic commerce. Almost anything can be purchased, traded, or sold all via the
Internet. Placing “e” in front of any process or function seemed to be the magic prescription for never
ending story of success and rapid returns for enterprises. E-business, e-procurement, e-sales,
e-payment, e-banking, e-CRM, e-CAD, e-delivery are just a few. Internet, for example is becoming
one of the most popular medium in transmitting various data. Users can find any kind of information
within a shorter time compared with conventional method that consumes more time. E-Commerce in
the near future will be in every business and in everywhere in our live. It is the time for all businesses
to get themselves in E-Commerce either big or small or else they will lose in the globe or quit.

Fig. 1.1

Electronic commerce is a growing aspect of the business community. This formally is the use of
digital transactions between and among businesses and individuals. More commonly E-Commerce is
the use of the Internet to conduct business. Initially emerging from the Electronic Data Interchange
E-Commerce has gone through several major steps to get to its current point. Through these steps
there has been an emergence of several subsets of E-Commerce and new technologies. As a result of
these changes and the growth of electronic commerce benefits and detriments have been brought to
society that can be generalised to all the subsets of E-Commerce. Looking at economic, privacy and
social aspects of society we can see there are issues facing electronic commerce development. It is
also possible to see there are some industries that e-commerce has had a greater impact on, such as the
culture and information industry. Overall, electronic commerce can be a benefit to society especially if
businesses adapt to their customers’ worries such as privacy concerns. As these problems begin to be
solved and technology improves E-Commerce will provide individuals with more choice and add
further depth to the economy.

EDI is the electronic transfer of a standardised business transaction between a sender and receiver
computer, over some kind of private network or value added network. Both sides would have to have



Introduction 3

the same application software and the data would be exchanged in an extremely rigorous format. In
sectors such as retail, automotive, defense and heavy manufacturing, EDI was developed to integrate
information across larger parts of an organisation’s value chain from design to maintenance so that
manufacturers could share information with designers, maintenance and other partners and
stakeholders. Before the widespread uptake and commercial use of the Internet, the EDI system was
very expensive to run mainly because of the high cost of the private networks. Thus, uptake was
limited largely to cash-rich multinational corporations using their financial strength to pressure and
persuade smaller suppliers to implement EDI systems, often at a very high cost.

One of the major reasons that this industry is booming because purchasing over the Internet has
been made very easy compared to the traditional way of shopping. Ordinarily a consumer will take the
kids and pile in the family car and head to the local shopping mall. Once they get there they will find
what they are looking for only to be told by the rude, pushy sales person that it is out of stock. After
they get pushed into something other than what they came for they will wait in a line. E-commerce has
the potential to generate revenue and reduce costs for businesses and entities. Marketing, retailers,
banks, insurance, government, training, online publishing, travel industries are some of the main
recipients of E-Commerce. For instance, banks use the Web for diverse business practices and
customer service.

The emergence of the Internet throughout the world has been contributing such a variety medium
in doing business as well as people lifestyle. In fact, Internet is the essential prerequisite for the
existence of E-Commerce. Electronic commerce is the exchange of money for goods and services via
electronic means.

1.2 Meaning of E-Commerce
Electronic commerce or E-Commerce refers to a wide range of online business activities for

products and services. It also pertains to “any form of business transaction in which the parties interact
electronically rather than by physical exchanges or direct physical contact.”

E-Commerce is the electronic exchange of business information between two or more
organisations. There are E-Commerce conducted between businesses and those that carried out
between a business and its consumers. Business-to-business E-Commerce take place in electronic data
interchange over private networks. Companies that regularly do business together will setup an
automated and fast info exchange such as stock deliver and receive confirmation.

E-Commerce, however, is more than just electronics and commerce added together. It represents
an entirely new way of doing business over a medium that changes the very rules of doing that
business. It is, therefore, far more about strategy and business management than it is about technology.
In order to understand E-Commerce and its implications for developing countries, it is important,
therefore, to see it from the perspective of the transactional aspects of E-Commerce, i.e. those that
represent the business between the different players, as well as the framework aspects, i.e. those basic
requirements that are needed in developing countries for it to develop.

Some of the definitions of E-Commerce often heard and found in publications and the media are:

 The World Trade Organisation defines E-Commerce as, “E-Commerce is the production,
distribution, marketing, sales or delivery of goods and services by electronic means.”
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 Electronic Commerce (EC) is where business transactions take place via
telecommunications networks, especially the Internet.

 Electronic commerce describes the buying and selling of products, services, and information
via computer networks including the Internet.

 Electronic commerce is about doing business electronically.
 E-Commerce, e-commerce, or electronic commerce is defined as the conduct of a financial

transaction by electronic means
Kalakota and Whintons defined the term E-Commerce from different perspectives. These

perspectives are:

Communication Perspective: According to this perspective, E-Commerce is the delivery of
information, product/services or payments over telecommunication channels, computer networks or
any other electronic mode of communication.

Business Process Perspective: This says that E-Commerce is the application of technology
towards the automation of business transactions and work flow.

Service Perspective: E-Commerce is defined as a tool that addresses the desire of firms,
consumers and management to cut service cost while improving the quality of goods/services and
increasing the speed of service delivery.

Online Perspective: E-Commerce provides the capability of buying and selling products and
information on the Internet and other online services.

A more complete definition is: E-Commerce is the use of electronic communications and
digital information processing technology in business transactions to create, transform and redefine
relationships for value creation between or among organisations and between organisations and
individuals.

1.3 Features of Electronic Commerce Technology in Business
Electronic Commerce means better business communication and data interchange information is

essential for every Modern business. The quality and quantity of information which a business delivers
to customers or use this information to make decisions can determine just how competitive the
business is. Electronic business can result in better transactions, wide market coverage by offering the
benefits of speed, convenience, being cost effective, timeliness, high profit margins, instant customer
relations, no loss of customers, impact and control – all are a fraction of the past traditional business
methods. A concern can do everything it can to run its business efficiently and profitably.

Application of electronic operations to commercial activities means better business solutions. It
greatly facilitates a firm to make better decisions, sale forecasts, prices and other valuable information
can be sent and received instantaneously. A business will always have the information it needs faster,
easier and more completely in the new system of communication than ever before.

1. Effectiveness and Efficiency: Electronic commerce can increase the efficiency and
effectiveness of public relation programmes, broadcast press releases, financial updates and
other corporate communications. Copy reviews and approvals are expedited by circulating
instant messages to key internal and external contacts.
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2. Ubiquity: In traditional commerce, a marketplace is a physical place visit in order to
transact. For example, television and radio are typically directed to motivating the customer
to go someplace to make a purchase. E-Commerce is ubiquitous, meaning that it is available
just about everywhere at all times. It liberates the market from being restricted to a physical
space and makes it possible to shop from Consumer desktop. The result is called a market
space. From consumer point of view, ubiquity reduces transaction costs – the cost of
participating in a market. To transact, it is no longer necessary that consumer spend time and
money travelling to a market. At a broader level, the ubiquity of E-Commerce lowers the
cognitive energy required to complete a task.

3. Global Reach: E-Commerce technology permits commercial transactions to cross cultural
and national boundaries far more conveniently and effectively as compared to traditional
commerce. As a result, the potential market size for E-Commerce merchants is roughly
equal to the size of world's online population.

4. Strong relation with customer: In any business where maintaining close contact with
customers is a priority consideration, electronic business can increase responsiveness of the
company’ and ensure customer satisfaction. Appointment confirmations, requests for
information, follow-up reports and electronic data interchange can be effected with greater
efficiency using instant messages.

5. Universal Standards: One strikingly unusual feature of E-Commerce technologies is that
the technical standards of the Internet and, therefore, the technical standards for conducting
E-Commerce are universal standards i.e. they are shared by all the nations around the world.

6. Expedites and Streamlines Reporting: It has been an experience in conventional
commercial practices with factors like delays and ineffectiveness in reporting systems
crippling effectiveness. Responsive, timely information flows from sound management
systems. Electronic commerce improves delivery and distribution both within and outside
organisations.

7. Interactivity: Unlike any of the commercial technologies of the twentieth century, with the
possible exception of the telephone, E-Commerce technologies are interactive, meaning they
allow for two-way communication between merchants and consumer.

8. Information Density and Richness: The Internet vastly increases information density. It is
the total amount and quality of information available to all market participants, consumers
and merchants. E-Commerce technologies reduce information collection, storage,
communication and processing costs. At the same time, these technologies increase greatly
the accuracy and timeliness of information, making information more useful and important
than ever. As a result, information becomes plentiful, cheaper and of higher quality.
Information richness refers to the complexity and content of a message.

9. Personalisation: E-Commerce technologies permit personalisation. Merchants can target
their marketing messages to specific individuals by adjusting the message to a person's name,
interests and past purchases. The technology also permits customisation. Merchants can
change the product or service based on user’s preferences or prior behaviour.
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1.4 Advantages of Electronic Commerce
E-Commerce has revolutionised the concept of conducting business by providing equal chance to

all the businesses to mark their global presence. It has also eased the customers with online shopping
and easy transactions. With the introduction of E-Commerce business, communication has become
effortless and has also changed a lot in recent years for the better. Still, there are people who think that
conventional business practices are far better than the E-Commerce business. The advantages of
Electronic commerce is Classified in to three categories those are:

1. Advantages to Organisations
2. Advantages to Customers
3. Advantages to Society

1. Advantages to Organisations
(i) Using E-Commerce, organisation can expand their market to national and international

markets with minimum capital investment. An organisation can easily locate more
customers, best suppliers and suitable business partners across the globe.

(ii) E-Commerce helps organisation to reduce the cost to create process, distribute, retrieve and
manage the paper based information by digitising the information.

(iii) E-Commerce improves the brand image of the company.
(iv) E-Commerce helps organisation to provide better customer services.
(v) E-Commerce helps to simplify the business processes and make them faster and efficient.

(vi) E-Commerce reduces paper work a lot.
(vii) E-Commerce increased the productivity of the organisation. It supports “pull” type supply

management. In “pull” type supply management, a business process starts when a request
comes from a customer and it uses just-in-time manufacturing way.

2. Advantages to Customers
(i) 24×7 supports. Customer can do transactions for the product or enquiry about any

product/services provided by a company anytime, anywhere from any location. Here 24 x 7
refers to 24 hours of each seven days of a week.

(ii) E-Commerce application provides user more options and quicker delivery of products.
(iii) E-Commerce application provides user more options to compare and select the cheaper and

better option.
(iv) A customer can put review comments about a product and can see what others are buying or

see the review comments of other customers before making a final buy.
(v) E-Commerce provides option of virtual auctions.

(vi) Information is readily available. A customer can see the relevant detailed information within
seconds rather than waiting for days or weeks.

(vii) E-Commerce increases competition among the organisations and as result organisations
provides substantial discounts to customers.
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3. Advantages to Society
(i) Customers need not to travel to shop a product thus less traffic on road and low air pollution.

(ii) E-Commerce helps reducing cost of products so less affluent people can also afford the
products.

(iii) E-Commerce has enabled access to services and products to rural areas as well which are
otherwise not available to them.

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

1.5 Limitations of E-Commerce
Along with the potential advantages, E-Commerce has considerable limitations also. They are

classified into

1. Technical limitations
2. Non-Technical limitations

Technical Limitations

1. Security: One of the main limitations of E-Commerce is security. In most cases, people are
hesitant to provide their personal and financial details in spite of advanced data encryption
security systems in place. Moreover, there are some websites that do not have the capability
and features installed to authenticate transactions. As such, there are instances of fraudulent
activities. The fear of providing financial information like credit card details hinders the
growth of E-Commerce.

2. Lack of Privacy: To some extent, the privacy of a customer is compromised in
E-Commerce. Customer need to provide his personal details, such as address, telephone
number, and so on to the seller. There are still lots of sites that do not have the advanced
technology to protect sensitive information. Moreover, there are also sites that illegally
collect consumer statistics without permission. This is one reason why people are not
convinced while using E-Commerce.

3. Huge Technological Cost: A lot of money needs to be invested to be built up the technical
infrastructure needed to run an E-Commerce business. Moreover, it needs to be upgraded
regularly to keep abreast with the changing technology.

4. Compatibility issues: Some E-Commerce software might not fit with some hardware, or
may be incompatible with some operating systems or other components.

5. Poor bandwidth: Bandwidth is the measurement of data transferring from customer
connection to the Internet, and every website on the web has its own bandwidth usage
amount. The higher the bandwidth the faster the information will be accessible to customers.
Poor bandwidth will not only affect load time, it will impact how many potential customers
can actually use information. Many countries are still suffering with this problem and it
shows a weighable impact on E-Commerce.

6. Scalability: Scalability is a key factor on E-Commerce platform. E-Commerce website
needs to be able to change and grow in order to meet demands and requirements of
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customers. But still customers experience scalability problems when E-Commerce giants
announce great discounts and offers.

Non-Technical limitations

1. Tax Issues: In case of different geographical locations, sales tax becomes an issue. Many a
time sellers have faced problems in the computation of sales tax. Moreover, physical stores
have a risk of losing business if online transactions are exempted from taxation.

2. Fear: In spite of popularity, there still resides an element of doubt in the mind of people
when it comes to online shopping. This is because the customer cannot physically examine
the product and is not sure about the features and attributes. This is why a lot of people
prefer shopping from physical stores.

3. Product Suitability: As already mentioned, it is not possible for people to physically
examine the product in E-Commerce. In many cases, the original product may not match
with the picture or specifications in the E-Commerce site. This absence of ‘touch and feel’
creates a discouraging effect.

4. Cultural Obstacles: As the process of E-Commerce encompasses customers across the
globe, the habits, traditions, and culture differ. There may also be linguistic problems and all
these may lead to issues between the seller and buyer.

5. High Labour Cost: In order to get the whole E-Commerce and delivery process right, a
specialised workforce is required. To get all these in the right shape, companies have to shed
a good amount of money and employ a talented pool of people.

6. Legal Issues: A lot of legal compliances and cyber laws that need to be taken care of in an
E-Commerce business. These regulations may vary from country to country. All these
reasons deter businesses from being electronic.

1.6 e-Business
Though, some use E-Commerce and e-business interchangeably, they are distinct concepts. In

E-Commerce, information and communications technology (ICT) is used in inter-business or inter-
organisational transactions (transactions between and among firms/organisations) and in business-to-
consumer transactions (transactions between firms/organisations and individuals).

In e-business, on the other hand, ICT is used to enhance one’s business. It includes any process
that a business organisation (either a for-profit, governmental or non-profit entity) conducts over a
computer-mediated network. A more comprehensive definition of e-business is: “The transformation
of an organisation’s processes to deliver additional customer value through the application of
technologies, philosophies and computing paradigm of the new economy.”

Three primary processes enhanced in e-business are:

1. Production processes: These processes include procurement, ordering and replenishment of
stocks, processing of payments and electronic links with suppliers and production control
processes etc.
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2. Customer-focused processes: These processes focus on promotional and marketing efforts,
selling over the Internet, processing of customers’ purchase orders and payments, and
customer support etc.

3. Internal management processes: These processes include employee services, training,
internal information-sharing, video conferencing, and recruiting etc.

1.7 Impact of E-Commerce on Business Models
Gone are the days where the commercial activities like the exchange of goods and services for

money, between parties, takes place only in the traditional mode, i.e. the customer has to go to the
market, look at the variety of products, choose the required stuff and the purchasing them by paying
the specified amount. But with the advent of E-Commerce, people can buy goods, pay bills, or transfer
money in just one click.

E-Commerce is about much more than buying, selling and marketing. It impacts significantly on
all the functional areas of business models for improving efficiency and performance. The largest and
most-successful E-Commerce businesses have invested hugely over many years to develop their IT
systems, business processes and capabilities. Developments in E-Commerce systems have made it
relatively straightforward for all businesses to sell digitally. It can be off-the shelf software (ready-
made for the customers’ need) or cloud-based services, as well as trading platforms like Amazon &
Flipkart made it easy. E-Commerce business models are developed to compete at any scale or
complexity and to cater organisational and customer needs. Introduction of electronic based
transactions in the business showed significant impact on already existing traditional business models.
These two topics are discussed here.

 The impacts of E-Commerce on traditional business models
 E-Commerce business strategy models
The following are the key impacts of E-Commerce on traditional business models:

1. Impacts of E-Commerce on Marketing

(a) Marketing strategy has become increasingly effective which is easier to reach niche markets
(The online markets which focus on similar products) online.

(b) Product life cycles are shortened by eliminating lot of manual process.
(c) Digital promotion is used to great extent to track effectiveness of promotion.
(d) Multiple distribution channels are used by brands and retailers to reach the customers

effectively.
(e) Dynamic pricing is used to maximise revenues.
(f) The need for localisation is increased to attract local customers.
(g) Able to sell a much wider product range.

2. Impacts of E-Commerce on Human Resource Management

(a) Employees need to have a broader range of digital skills (ex. store staff trained to sell via
other digital options).
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(b) Workforce planning to support highly seasonal demand (ex. online malls hire extra staff
during peak periods).

(c) Concerns over the working conditions of staff working in E-Commerce warehouses.
(d) Increased use of automation in E-Commerce changes the workforce needs.

3. Impacts of E-Commerce on Operations

(a) Logistics behind large-scale E-Commerce platforms are complex.
(b) Places greater emphasis on close relationships with key suppliers.
(c) Economies of scale are becoming increasingly important.
(d) It is now relatively easy for smaller firms to sell online; sophisticated E-Commerce software

(integrated with financial, marketing and other systems) is widely available.

4. Impacts of E-Commerce on Finance

(a) Significant investment required to set-up E-Commerce platforms and to integrate them with
other systems.

(b) E-Commerce likely to involve greater use of multi-currency transactions.
(c) Impact of exchange rate changes more likely to be significant for businesses selling online

(if they are using E-Commerce to build international sales).
(d) Significant financial systems are used to balance tax systems of different nations as

E-Commerce is a global business.

1.8 E-Commerce Business Strategy Models
Recent changes in the information and communication technology is acknowledged to have

brought more choices for customers and supply alternatives have become more varied. This implies
that companies need to develop their businesses into more customer-centric and reevaluate their value
propositions they present to customers. A business model explains how value is created and delivered
to the customer and further how payments received are converted into profits. The essence of a
business model is to embody the financial and organisational architecture of a business and is in its
simplicity a conceptual, rather than financial, model of business. The elements of a business model are
interrelated with each other, and changes in one element in a business model can affect the entire
model and the outcome of the company´s business operations. Nevertheless, a change in one element,
that doesn’t require changes in other elements is fully possible and does not entail a new business
model. If a company’s model declines in its ability to create, capture, or deliver value, a change in the
elements is required. A reason for business model innovation failures can be dependent on too many
small modifications, aimed at temporary benefits in the model.

Though many business strategy models are used worldwide, two popular models are discussed
here. They are

1. ICDT Business Model
2. Three pillars of E Commerce Model
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1. ICDT Business Model

A business model is a plan for the successful operation of a business, identifying sources of
revenue, the intended customer base, products, and details of financing. The rapid penetration of
Internet allowed companies to rediscover their traditional business in to Internet strategy of business.
ICDT business model is proposed by Albert Angehrn and is used as a systematic framework to guide
the companies for building their business on Internet. ICDT business model takes its name from the
four virtual spaces provided to facilitate the exchange of goods and services through electronic
channels. The four virtual spaces are

1. Virtual Information Space (VIS)
2. Virtual Communication Space (VCS)
3. Virtual Distribution Space (VDS)
4. Virtual Transaction Space (VTS)

1. Virtual Information Space (VIS)
The Virtual Information Space (VIS) consists of the new Internet-based channels through which

companies can display information about themselves and the products and services they offer.

The major concerns in building information space are

 The information that is displayed is accurate and correct.
 The information that is displayed is only viewed by authorised users.
 Customers can easily find the site; navigate through it once they have reached the site.
 The site is accessible without long wait times.

2. Virtual Communication Space (VCS)
The Virtual Communication Space (VCS) is about interaction. Like a café, it provides a “space”

for engaging in relationship-building, exchange of ideas or opinions. Members of the virtual
community can communicate at high speed, low cost, and bypass traditional physical and geographical
constraints.

The major concerns in building communication space are

 Provide transparency in exchanging ideas and sharing opinions.
 Consider the ideas and suggestions of virtual community members.

3. Virtual Distribution Space (VDS)
The Virtual Distribution Space (VDS) is about service delivery. This space is used to deliver the

products or services requested or purchased by the consumer. For virtual delivery to occur, the
products being delivered must be digital (software) or the services performed digitally (online
booking/brokerage/shares). Online news services and software companies have been quick to market
and deliver their products electronically. The major concerns in this space are

 Delivery of products and services to be done only to approved customers.
 Reliable delivery of products and services
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4. Virtual Transaction Space (VTS)
This space is used to initiate and execute business transactions, such as sales orders and financial

transactions. The primary concerns in building transaction space are

 Security over data
 Accuracy and integrity of processing methods
 Reliability of vendor
 Reputation of trading partner
 Privacy concerns by customers

Fig. 1.2: The ICDT Business Model

Along with the above four virtual spaces, there are some other issues to be addressed by business
firms to carry on the business on Internet. They are

1. Legal and self-regulatory environment
2. Taxes
3. Encryption
4. Privacy

1. Legal and Self-regulatory Environment: Electronic commerce (“E-Commerce”) involves the
buying, selling or exchanging of goods, services, and information through electronic networks. As
electronic commerce becomes International commerce, the reality is that commercial disputes will
occur creating such questions as: “Which country’s court has the jurisdiction to hear the dispute?” and
“Which country’s law is to be applied to resolve disputes?” A business should have a clear legal
policy which can address the above questions.

2. Privacy: Privacy is one of the most complex legal issues facing E-Commerce ventures today.
An e-commerce privacy policy must be a company’s everyday practice of collecting, managing, and
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using data from site visitors. A company should make a Privacy policy of business that takes
customer’s permission before their data is disclosed.

3. Encryption: To make transactions secure and to provide integrity, an E-Commerce business
must have adequate security mechanism. Encryption is a process of converting readable form of data
to unreadable form. It is also important to declare the level of security used to customers.

4. Taxes: There are many factors which influence the tax system in E-Commerce. For
E-businesses, a detailed discussion to be done with experts to make the tax policy clear. Once the tax
policy is made, it should be communicated to the customers.

2. Three pillars of E-Commerce model: A model describes how the business elements of a
business fit together, which can identify a business model as a clarification of how an organisation
works. Three pillars of E-Commerce model is developed by Peter Fingar, is another business model
that builds on traditional market spaces and creates an easy and flexible environment to conduct
business electronically. The three pillars mentioned in this model are:

(a) Electronic information
(b) Electronic relationship
(c) Electronic transactions

Fig. 1.3: Three Pillars of E-Commerce Model by Peter Fingar

Electronic information: Electronic information is similar to virtual information space in ICDT
model. The WWW is viewed as a global repository of documents and multimedia data. Constructing
an electronic information pillar is easy. Most word processing software packages will easily convert
the documents into a web-readable format. Electronic information space consists of several different
elements that together create a holistic view of the company, which are assumed to generate value for
the organisation.

Electronic relationships: Electronic relationships is the central pillar and this is similar to virtual
communication space. In this space customer interacts with the vendor. Generating value for the
customers can be stated as the most vital element of the value creation of a business model. In order
for being able to give value to the customers, the company must have identified who their customers
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are. Some additional aspects of the value creating for the customer, is to reduce potential risks in the
purchase, and to offer a product/service that is accessible by making it available for the customer, and
also to make it functional through making it easy to use.

The electronic transactions: The electronic transactions pillar is similar to virtual transactions
space and also encompasses virtual distribution space. This element identifies how a company is
creating value for themselves while at the same time providing value for the customers. This formula
consists of a revenue model, a cost structure, marginal model, and resource velocity. Electronic
Transaction Pillar should have

 The ability to engage in meaningful and sufficient negotiation process.
 Security of transaction data.

1.9 Classification of E-Commerce
The general assumption about E-Commerce is: It is an online commercial transaction between

a supplier and a client. However, and although this idea is correct, it can be more specific and classify
E-Commerce into several types, all with different characteristics. Classification of E-Commerce is
done by the nature of the transaction and identifying the partners directly involved in the transaction.
Consider the following types of E-Commerce.

1. Business-to-Business (B2B)
2. Business-to-Consumer (B2C)
3. Consumer-to-Consumer (C2C)
4. Consumer-to-Business (C2B)
5. E-Governance

(a) Government-to-Government (G2G)
(b) Government-to-Citizen (G2C)
(c) Government-to-Business (G2B)
(d) Government-to-Employees (G2E)

1. Business-to-Business (B2B): B2B E-Commerce can be simply defined as the commerce
between companies. In Business-to-Business type of electronic commerce system, companies do
business with each other. For example, a manufacturer, selling a product to a wholesaler, a wholesaler
selling a product to the retailer. Here manufacturer, wholesaler and retailer all are doing their separate
businesses. B2B applications provide new opportunities to leverage emerging technologies to build
their businesses.
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Fig. 1.4: Business-to-Business E-Commerce

Above figure depicts three businesses – wholesaler, manufacturer and the retailer. Here
manufacturer has a website using which wholesalers can purchase products from the manufacturer.
When a wholesaler places an order on the website, the information regarding the order will be received
by the manufacturer through the website. Then after processing the order, the manufacturer will send
the product to the wholesaler. After receiving the products wholesaler can sell it to the retailers. This
type of business is called B2B model.

Advantages of B2B
1. Improving the speed of communication.
2. Higher customer retention rates in business.
3. Higher transaction value through business purchases.
4. Clear structure and collaborative shopping.
5. The opportunity to expand the business.
6. Increased brand awareness through an additional channel.
7. Lower customer acquisition costs.
8. Improved business and market intelligence.
9. Improved efficiency in ordering material.

10. Fewer errors in business transaction.
11. Just-in-time environment that minimises inventory sitting in the warehouse.

Disadvantages of B2B
1. Low barriers to entry for competitors.
2. Limited Market opportunities.
3. Long Purchase Decision Time.
4. Inverted Power Structure.
5. Lengthy Sales Process.
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2. Business-to-Consumer (B2C): B2C model runs as its name suggest. In this model, the
company sells their products, goods or services directly to the consumer online. Here the customer can
view products on the website that they want to buy and can order it. After receiving the order details,
the company will process the order and then send the products directly to the customer. The most
common example of a B2C application is a retail website featuring the business's products or services
that can be directly purchased by the consumer, i.e., Amazon, Flipkart etc.

Fig. 1.5: Business-to-Consumer E-Commerce

Advantages of B2C
1. Extensive search capabilities by item, corporate name, division name, location,

manufacturer, partner, price or any other specified needs.
2. Reduced marketing and advertising expenses to compete on equal balance with much bigger

companies; easily compete on quality, price and availability of the products.
3. The Internet gives customers the opportunity to browse and shop at their place. They can

access the services from home, office at any time.
4. The Internet allows the companies to reach people around the world, offering many products

to a global customer.
5. It has reduced inventory, employees, purchasing costs, order processing costs associated

with faxing, phone calls, and data entry, and even eliminate physical stores.
6. Reduce transaction costs.
7. Its eliminate Middlemen.
8. Reduce customer service and sales support service.
9. Better way to deal with dealers and suppliers.

10. It creates automated registration verification, account entry and transaction authorisation
features.

Disadvantages of B2C
1. Customer will only locally and limited to certain area.
2. Increased Cost regarding inventory, employees, purchasing costs and order-processing costs

associated with faxing.
3. Some sales or transaction may taking part indirectly or gone through third party.
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4. Need staffs that give customer service and sales support service.
5. The list of products or services needs to regenerate every time when there is some new

information or items to add in.
3. Consumer-to-Consumer (C2C): Consumer-to-consumer E-Commerce or C2C is simply

commerce between private individuals or consumers. Though there is no visible intermediary involved
but the parties cannot carry out the transactions without the platform which is provided by the online
market maker such as eBay. This type of E-Commerce is characterised by the growth of electronic
marketplaces and online auctions, particularly in vertical industries where firms/businesses can bid for
what they want from among multiple suppliers. It perhaps has the greatest potential for developing
new markets. Social networking websites and e-commerce sites such as OLX, Quickr and e-bay
follow this type of business model.

Fig. 1.6: Consumer-to-Consumer E-Commerce

Advantages of C2C
1. Customers can directly contact sellers and eliminate the middle man.
2. It is easy to start the new business.
3. Sellers can reach both national and international customers.
4. Simplified buying and searching process.
5. Minimised searching and distribution cost.
6. Reduced Inventory cost or holding cost.

Disadvantages of C2C
1. The numbers of internet-related auction frauds have also increased.
2. Unnecessarily inflated prices by creating multiple buyers.
3. Illegal or restricted products and services have been found on selling process. Example:

illegal drugs, pirated works.
4. More credit card/Payment frauds.

4. Consumer-to-Business (C2B): Customer to Business (C2B), also known as Consumer to
Business, is the most recent E-Commerce business model. In this model, individual customers offer to
sell products and services to companies who are prepared to purchase them.

C2B or Consumer-to-Business is a business model where the end consumers create products and
services which are consumed by businesses and organisations. It is diametrically opposite to the
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popular concept of B2C or Business-to-Consumer where the companies make goods and services
available to the end consumers.

Fig. 1.7: Consumer-to-Business E-Commerce

In C2B, the companies typically pay for the product or service. However, it can assume different
forms like an idea generated by an individual (like an innovative business practice) which may be used
and implemented by an organisation. Another possible form of C2B is where a consumer specifies a
need and the various businesses compete or bid to fulfil that need.

5. E-Governance: E-Governance, expands to electronic governance, also called e-administration,
is the coordination of Information and Communication Technology (ICT) in every one of the
procedures, with the point of improving government capacity to address the necessities of the overall
population. The main advantage of e-governance is to improve forms for all, i.e., government, natives,
organisations, and so on at National, State and local levels.

In short, it is the use of electronic means, to promote good governance. It signifies the
implementation of information technology in the government processes and functions so as to cause
simple, moral, accountable and transparent governance. It entails the access and delivery of
government services, dissemination of information, communication in a quick and efficient manner.
Through e-governance, the government plans to raise the coverage and quality of information and
services provided to the general public, by the use of ICT in an easy, economical and effective manner.
E-governance has a great role to play, that improves and supports all tasks performed by the
government department and agencies, because it simplifies the task on the one hand and increases the
quality of work on the other.

E-governance can only be possible if the government is ready for it. It is not a one day task, and
so the government has to make plans and implement them before switching to it. Some of the
measures include Investment in telecommunication infrastructure, budget resources, ensure security,
monitor assessment, Internet connectivity speed, promote awareness among public regarding the
importance, support from all government departments etc.

Benefits of E-governance
1. Reduced corruption
2. High transparency
3. Increased convenience
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4. Growth in GDP
5. Direct participation of constituents
6. Reduction in overall cost.
7. Expanded reach of government

Depending on the nature of the transaction and the parties involved E-Governance is also
classified in to four categories. They are

1. Government-to-Government (G2G)
2. Government-to-Citizen (G2C)
3. Government-to-Business (G2B)
4. Government-to-Employees (G2E)

1. Government-to-Government (G2G) is the electronic sharing of data and/or information
systems between government agencies, departments or organisations. The goal of G2G is to support e-
government initiatives by improving communication, data access and data sharing. G2G initiatives are
also being driven by budgets and funding. By sharing information and systems, governments are able
to reduce IT costs government offices can be more efficient and streamline procedures, allowing
citizens to access information over the Internet.

2. Government-to-Citizen (G2C): The goal of G2C is to provide one-stop, online access to
information and services to individuals. Citizens should be able to find and access what they need
quickly and easily. This category of e-governance focuses on interaction between government and
citizens to support transactions such as tax payment, licenses, and obtaining passports etc. It can
facilitate involvement and interaction with the government, enhancing the quantity and quality of
public participation in government.

G2C interactions can allow citizens to be more informed about government laws, regulations,
policies, and services. For the citizen, e-government can offer a huge range of information and
services, including government forms and services, public policy information, employment and
business opportunities, voting information, tax filing, license registration or renewal, payment of fines,
and submission of comments to government officials.

3. Government-to-Business (G2B): This category of e-governance focuses on interactions
between government and various organisations, including businesses and nonprofits, to support
transactions such as contract bids, data collection, and grants. The objective of G2B is to reduce
burden on business, provide one-stop access to information and enable digital communication.
Government-to-Business transactions involve the sale of government services and goods along with
procurement facilities, providing benefits for both businesses and governments.

For businesses, G2B interactions can result in increased awareness of opportunities to work with
the government and in cost savings and improved efficiency in performing transactions. For
governments, G2B interactions offer benefits in reducing costs and increasing efficiency in
procurement processes plus providing new avenues for selling surplus items
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Fig. 1.8: Types of E-Governance

4. Government-to-Employees (G2E): Government-to-employees is the online interactions
through instantaneous communication tools between government units and their employees. The
government of any country is the biggest employer and so it also deals with employees on a regular
basis, as other employers do. ICT helps in making the interaction between government and employees
fast and efficient, along with raising their level of satisfaction by providing perquisites and add-on
benefits.

G2E is an effective way to provide E-Learning to the employees, bring them together and to
promote knowledge sharing among them. It also gives employees the possibility of accessing
information in regard to compensation and benefit policies, training and learning opportunities and
civil rights laws. G2E services also include software for maintaining personnel information and
records of employees.

1.10 Applications of E-Commerce
The applications of E-Commerce are used in various business areas such as retail and wholesale

and manufacturing. The most common E-Commerce applications are as follows:

1. E- Entertainment
2. E-Marketing
3. E-Advertising
4. Search Engines
5. E-Banking
6. Mobile Commerce
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7. Online Trading
8. E-Learning
9. E-Shopping

1. E-Entertainment: Entertainment is a form of activity that holds the attention and interest of an
audience, or gives pleasure and delight. It can be an idea or a task, but is more likely to be one of the
activities or events that have developed over thousands of years specifically for the purpose of keeping
an audience’s attention.

Fig. 1.9

By the second half of the 20th century, developments in electronic media made possible the
delivery of entertainment products to mass audiences across the globe. The technology enabled people
to see, hear and participate in all the familiar forms stories, theatre, music, dance wherever they live.
The rapid development of entertainment technology was assisted by improvements in data storage
devices such as cassette tapes or compact discs, along with increasing miniaturisation.
Computerisation and the development of barcodes also made ticketing easier, faster and global.

Advantages of E-Commerce for Entertainment
(a) Establish an Online Presence: More than 80% of the online population has used the

Internet to purchase something. Your customers expect you to be available, and this
presence allows you to keep up with the competition. Otherwise, your audience will be
flocking toward your competitors to make an online purchase.

(b) Attract New Customers: As a business owner, you want to grow your business and attract
new audiences. Entertainment relies on branding and customer relationships, but online has
the added benefit of driving traffic from the search engines. If a customer is doing a search
for photo editing software, for instance, they may land on your company even though
they’ve never heard of you before.

(c) Save on Operational Costs: Running an E-Commerce store can actually save you money.
How? With a web-based management system, you can automate inventory management and
decrease the costs associated with it. Also, running an E-Commerce store doesn’t come with
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the same overhead costs as a physical store. The additional profit that is made from reaching
more customers will offset any initial setup costs.

(d) Better Understand Your Customers: It’s difficult to build a customer persona when
you’re running a mom-and-pop shop. You can get a rough idea of who your customers are,
but it’s based on your perception rather than actual data. With an E-Commerce store, you
have the ability to track your customers’ buying habits. What products are they most
interested in? When are they likely to buy? What motivates them? All of this information
can be used to sell more efficiently to your customers.

(e) Boost Brand Awareness: E-Commerce will help your brand get more awareness in the
online landscape. As you develop more web pages, the search engines can index them and
boost your placement. It’s important to use good keywords in your content that are
optimised for your audience, as this is what will drive traffic to your site. As your site gets
more visibility, people will become familiar with your brand and reputation.

(f) Equip Customers with Information: When you have an E-Commerce site, you can
provide as much information as you want which customers appreciate. From the product
description to customer reviews to shipping charges, you can arm shoppers with the
information they need to make informed buying choices, and you don’t need to provide the
staff to answer these questions. This leaves you with more time for other tasks around the
workplace.

Forms of E-Entertainment

1. Online Gaming: An online game is a video game that is either partially or primarily played
through the Internet or another computer network. Online games are ubiquitous on modern gaming
platforms, including PCs, consoles and mobile devices, and span many genres, including first-person
shooters, strategy games and massively multiplayer online role-playing games (MMORPG).

The history of online games dates back to the early days of packet-based computer networking in
the 1970s. An early example of online games are MUD, including the first, MUD1, which was created
in 1978 and originally confined to an internal network before becoming connected to ARPANet in
1980. Commercial games followed in the next decade, with Islands of Kesmai, the first commercial
role-playing game, debuting in 1984, as well as more graphical games, such as the flight simulator Air
Warrior, released in 1987. The rapid availability of the Internet in the 1990s led to an expansion of
online games, with notable titles including Quakeworld (1996), Ultima Online (1997), Starcraft (1998),
and Counter-Strike (1999). Video game consoles also began to receive networking features, such as
the PlayStation 2 (2000) and the Xbox (2001). Following improvements in connection speeds, more
recent developments include the popularisation of new genres, such as social games, and new
platforms, such as mobile games. Traditionally, researchers thought of motivations to use computer
systems to be primarily driven by extrinsic purposes and have designed these systems accordingly;
however, use of online games is by intrinsic motivations such as fun, relaxation, competition,
achievement and learning, which considerations must drive their design. The design of online games
can range from simple text-based environments to the incorporation of complex graphics and virtual
worlds. The prominence of online components within a game can range from being minor features,
such as an online leaderboard, to being part of core gameplay, such as directly playing against other
players. Many online games, especially MMORPG, create their own online communities, while other
games, especially social games, integrate the players’ existing real-life communities. Online game
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culture sometimes faces criticisms for an environment that might promote cyber bullying, violence,
and xenophobia. Some gamers are also concerned about gaming addiction or social stigma. Online
games have attracted players from a variety of ages, nationalities, and occupations. Online game
content can also be studied in scientific field, especially gamers’ interactions within virtual societies in
relation to the behavior and social phenomena of everyday life.

2. Media Portals: Media Portal is an open-source media centre (HTPC) software project, often
considered an alternative to Windows Media Centre. It provides a 10-foot user interface for
performing typical PVR/TiVo functionality, including playing, pausing, and recording live TV;
playing DVDs, videos, and music; viewing pictures; and other functions. Plugins allow it to perform
additional tasks, such as watching online video, listening to music from online services such as
Last.fm, and launching other applications such as games. It interfaces with the hardware commonly
found in HTPCs, such as TV tuners, infrared receivers, and LCD displays. The Media Portal source
code was initially forked from XBMC (now Kodi Media Centre), though it has been almost
completely re-written since then. Media Portal is designed specifically for Microsoft Windows, unlike
most other open-source media centre programmes such as Myth TV and XBMC, which are usually
cross-platform.

3. Media Streaming: Streaming media is video or audio content sent in compressed form over
the Internet and played immediately, rather than being saved to the hard drive; with streaming media, a
user does not have to wait to download a file to play it. Because the media is sent in a continuous
stream of data it can play as it arrives. Users can pause, rewind or fast-forward, just as they could with
a downloaded file, unless the content is being streamed live.

Here are some advantages of streaming media:
(a) Makes it possible for users to take advantage of interactive applications like video search

and personalised playlists.
(b) Allows content deliverers to monitor what visitors are watching and how long they are

watching it.
(c) Provides an efficient use of bandwidth because only the part of the file that's being

transferred is the part that’s being watched.
(d) Provides the content creator with more control over his intellectual property because the

video file is not stored on the viewer’s computer. Once the video data is played, it is
discarded by the media player.

(e) Media is usually streamed from prerecorded files but can also be distributed as part of a live
broadcast feed. In a live broadcast, the video signal is converted into a compressed digital
signal and transmitted from a Web server as multicast, sending a single file to multiple users
at the same time.

(f) Streaming media is transmitted by a server application and received and displayed in real-
time by a client application called a media player. A media player can be either an integral
part of a browser, a plug-in, a separate programme, or a dedicated device, such as an iPod.
Frequently, video files come with embedded players. YouTube videos, for example, run in
embedded Flash players.

4. E-Marketing: E-Marketing is the marketing side of E-Commerce, it consists of company
efforts to communicate about, promote and sell products and services over the Internet. E-Marketing is
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the widest social reach, which can be translated as follows: E-Marketing is the marketing of
E-Commerce, consisting of work from company to communicate something, promote, and sell goods
and services over the Internet.

E-marketing is referred to those strategies and techniques which utilised online ways to reach
target customers. There are millions of Internet users that daily access different websites using a
variety of tools like computers, laptops, tablet and smart or android phone devices, and the number of
Internet users are increasing very rapidly. So every business seems to be jumping on the Internet
marketing bandwagon. The Internet is most powerful tool that can put any business on solid footing
with market leaders companies. There are many free as well as economical way on Internet to promote
your business. Successful companies must ask themselves some tough questions about how they will
promote their business online? What their company expectations are? And what will be their plan to
meet those expectations? After answer all these questions a company should design an effective
marketing plan.

Fig. 1.10

This is any marketing done online via websites or other online tools and resources. E-Marketing
can include paid services while other methods are virtually free. A wide variety of e-Marketing
methods are at your disposal, including: direct email, SMS/text messaging, blogs, web pages, banners,
videos, images, ads, social media, search engines, and much, much more.

Advantage of E-Marketing
1. Internet provides 24 hours and 7 days “24/7” service to its users. So you can build and make

customers relationships worldwide, and your customer can shop or order product at any time.
2. The cost of spreading your message on Internet is nothing. Many social media sites like

Facebook, LinkedIn and Google plus allow you freely advertise and promote your business.
3. You can easy and instantly update your registered customers or subscribers through email.
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4. Visitors or potential customers of your website can get up to the minute information on each
visit.

5. If you are having a sale, your customers can start shopping at the discounted prices literally
as soon as they open their email.

6. If a company has an information sensitive business, like a law firm, newspaper or online
magazine, that company can also deliver its products directly to customers without having to
use a courier.

Disadvantages of E-Marketing
1. If you want a strong online advertising campaign you have to spend money. The cost of

web-site design, software, hardware, maintenance of your business site, online distribution
costs and invested time, all must be factored into the cost of providing your service or
product online.

2. Nowadays, almost over 60% of households shop online. While that numbers are
continuously growing, your company needs to reach maximum people.

3. Some people prefer the live interaction when they buy any product. And if your company
has a small business with one location, this may also deter customers from buying who lives
on long distances.

4. Your company should have updated information on your site. This requires research and
skills and thus timing of updates is also critical.

5. Is your company website secure? There are many incorrect stereotypes about the security of
the Internet. As a result, many visitors of your business website will not want to use their
credit card to make a purchase. So there is a fear in the minds of customers of having their
credit card information stolen.

5. E-Advertising: While both Internet marketing and Internet advertising allow skilled
professionals to utilise the Internet as a channel for promoting brands, products and services, there
remains to be an argument as to which term is more appropriate to use. Wikipedia, for instance,
defines Internet advertising as a form of promotion that uses the Internet to deliver marketing
messages to prospective customers. On the other hand, it defines Internet marketing as the promotion
of products and services over the Internet.

Fig. 1.11
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The following statements distinguish both the E-Marketing and E-Advertising clearly.

 Internet marketing is the bigger concept while online advertising is just one part of the pie.
 Internet Marketing is More Rigorous than Internet Advertising.
 Internet advertising is more budget friendly and can even help a company earn from its ads

Advantages of E-advertising
1. Extensive coverage: Network connection with computers worldwide, it is a global network of

large and small throughout the world in accordance with a variety of unified communications protocol
consisting of information transmission network. Thus, over the Internet release wide range of
advertising information, regardless of time and geographical constraints. From the advertising point of
view, as an advertising medium, the wider the scope of dissemination of information, human contact,
the more advertising effect will be. From the advertisers market, the consumer markets throughout
every corner of the world, even a small business are likely to become an international company
overnight.

2. Large-capacity information: Capacity to provide information on the most Internet companies
is unrestricted. Businesses or advertising agencies can provide the equivalent of thousands of pages of
advertising information and instructions, without having to worry every minute of the second increase
on the expensive traditional media advertising costs. The network behind small banner ads, companies
can put their company and its products and services, including product performance, price, model,
morphology, etc. It seems necessary to explain all audiences, including detailed information made into
a web page on their website. We can say that under certain circumstances the cost (for storing banner
ads on other sites and pay for), companies can increase without limit advertising information, which in
the traditional media cannot be imagined.

3. Strong interaction with sensory: Online advertising carrier is basically a multimedia,
hypertext format, as long as the audience interested in a certain kind of product, you can tap the mouse
further to know more, much more detailed and vivid information so that consumers can personally
“experience” products, services and brand. As virtual reality and other new technologies to online
advertising, immerse experience for customers such as goods or services, and to book online, trading
and settlement, will greatly enhance the effectiveness of online advertising.

4. Real-time and long-lasting unity: Internet media has the right to change the function of
information, companies can make changes at any time according to need advertising information, 24
hours warehouse industry can adjust product prices, product information, you can instantly get the
latest product information dissemination to consumers and online media can also be long term
preservation advertising information. Enterprise established for the product website, you can remain,
waiting for consumer inquiries, enabling real-time and persistence unity.

5. Accurate delivery goals: The accuracy of online advertising include two aspects: one is
corporate advertising target market for the accuracy of the network is actually one of a group
composed of members of these organisations tend to have common hobbies and interests, potentially
forming a thin market of the target customer base, companies can be specific to a corresponding
product advertising consumer site up, clear target market, thereby leading to targeted audiences and
the information will be Gang-related advertising messages with their professional and more attention
to such information; hand reflected in the accuracy of your audience, the Internet is the need to pay,
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when consumers browse the site, select the advertising information will only really interested in, so to
reach the high accuracy of the information online advertising audience side.

6. Non-compulsory transfer information: As we all know, newspaper ads, magazine ads, TV
ads, radio ads, outdoor advertising and is a compulsive medium, all you have to do everything possible
to attract visual and auditory, forced indoctrination into your brain. The online advertising belongs on-
demand advertising, newspaper classified ads with nature not need to completely view, which can be
freely inquiries will focus on looking for information presented to you, thus saving time and avoiding
ineffective passive attention.

Disadvantages of E-advertising
E-advertising has obvious advantages over traditional advertising, and also unavoidably brings its

disadvantages, mainly in the following aspects:

1. Visitors to their online advertising “filtered”: Some visitors simply do not want to see, let
alone have report responses. This situation is similar to other media, only a handful of consumers will
buy your product, but that was it! Key is to be able to Canton. This part of the report information is
passed to the consumer, the biggest difficulty lies in selecting the right online advertising target market,
otherwise it is difficult to bring about the final ad buying behaviour.

2. Network technology to filter the ads: On the one hand for the advertising network itself
provides more space, opportunities, tools, and the origin of Internet culture itself is obnoxious
commercialism, so there have been some network software and tools will plant a report as a network
of cultural dregs filter out. In doing online advertising company, be sure to verify that the target
market has a tendency to extreme aversion to commercial advertising, whether the use of these filters
online advertising tool.

3. Lack of skills and marketing skills: Internet advertising is the guiding ideology of the
“information marketing” rather than the “impression inducement,” but the expression and transmission
of information still need presentation skills to attract consumers. Therefore, only the aspects of the
product and the information listed here is definitely not form a successful online advertising.
Traditional advertising to generate an irresistible impression and attractive presentation skills and
marketing skills in online advertising is still needed, even more demanding. How to marketers to
consumers in rich information resources at the same time, but also have a strong attraction for them is
a huge challenge.

4. Online advertising marketing personnel requirements are higher than other media:
Compared to online advertising can almost be seen as a microcosm of the entire marketing, which
involves how to attract customers to interact with customers, etc., which is the traditional advertising
to customers impressed goals have to go very far. In short online advertising requires marketer’s
integrated use of traditional advertising performance practices, providing information on the use of
soft methods of marketing and network marketing techniques.

5. Search Engines: A web search engine is a software system that is designed to search
information on the World Wide Web. SEM (Search Engine Marketing) is the process of gaining
website traffic by purchasing ads on search engines. The search results are generally presented in a
line of results often referred to as search engine results pages (SERPs). The information may be a mix
of web pages, images, and other types of files. Some search engines also mine data available in
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databases or open directories. Unlike web directories, which are maintained only by human editors,
search engines also maintain real-time information by running an algorithm on a web crawler.

The process of maximising the number of visitors to a particular website by ensuring that the site
appears top on the list of results returned by a search engine is called Search Engine Optimisation
(SEO).

Fig. 1. 12

Benefits of Search Engine
1. SEM grabs the attention of your audience at the right time

Research shows that 90% of people who research online know exactly what they’re looking
for. Otherwise, they wouldn’t have used the keywords you are targeting. This means that
you’re getting your content and ads in front of a highly engaged target audience, who are
actively looking for offers like yours – all for a low cost and without having to impose on
them.

2. It’s easy and quick to implement
Setting up a SEM campaign is quick and easy. While it might take a little while until you
can see the full impact of a campaign, it is highly flexible and configurable and can be set up
in a few hours. Changes can be done on an ad-hoc basis, so you can tailor your website
content, keywords and spending around the behaviour of your audience.

3. It’s measurable
SEM allows for precise success tracking and in-depth campaign analysis so you can
continually optimise your keyword mix, the amount of dollars you spend and the content
you use. Whatever your goal is, you can tell exactly how much value you are generating
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from this marketing and advertising channel, and can, therefore, make more educated
decisions when it comes to budgeting.

4. It helps raise brand awareness
SEM not only helps to generate qualified traffic to your websites but can increase brand
awareness too. The higher your product or service ranks in search engines, the more likely
consumers will visit your website and prefer you or even recommend your offerings.

5. E-Banking: E-Banking or Online banking allows a user to execute financial transactions via
the Internet. Online banking is also known as “internet banking” or “web banking”. An
online bank offers customers just about every service traditionally available through a local
branch, including deposits, which is done online or through the mail, and online bill
payment.

Fig. 1.13

E-Banking Services

Banks offer to their customers following e-banking products and services:

1. Automated Teller Machines (ATMs)
2. Internet Banking
3. Mobile Banking
4. Tele-banking
5. Electronic Fund Transfer
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6. Standing Instructions
7. Online Mutual fund Investment
8. Smart Cards

Fig. 1.14

1. Automated Teller Machines (ATMs): ATM is a modern device introduced by the banks to
enable the customers to have access to money day in day out without visiting the bank branches in
person. The system is known as “Any Time Money” or “Anywhere Money” because it enables the
customers to withdraw money from the bank from any of its ATMs round the clock.

2. Internet Banking: Internet banking is an electronic payment system that enables customers of
a financial institution to conduct financial transactions on a website operated by the institution.
Internet banking does offer many benefits for both banks and their customers. So the banks are doing
what they can to encourage customers to try it.

3. Mobile Banking: Mobile banking is a system that allows customers of a financial institution to
conduct a number of financial transactions through a mobile device such as a mobile phone or tablet.
With the use of a mobile device, the user can perform mobile banking via call, text, website or
applications. It utilises the mobile connectivity of telecom operators and, therefore, does not require an
Internet connection.

4. Tele-banking: Telephone banking is a service provided by a bank or other financial institution
that enables customers to perform financial transactions over the telephone, without the need to visit a
bank branch or automated teller machine. Telephone banking times can be longer than branch opening
times, and some financial institutions offer the service on a 24-hour basis.



Introduction 31

5. Electronic Fund Transfer: Electronic Funds Transfer (EFT) is a system of transferring
money from one bank account directly. Transactions are processed by the bank through the Automated
Clearing House (ACH) network. The benefits of EFT include reduced administrative costs, increased
efficiency, simplified bookkeeping and greater security.

6. Standing Instructions: Standing instructions are a way of making an automatic payment of a
fixed amount to a loan, bill or credit card at the same time every week or month. It can be made from
deposit account and is most commonly used to make payments to a mortgage, car loan or to pay bills.

7. Online Mutual funds Investment: Mutual fund is a professionally-managed trust that pools
the savings of many investors and invests them in securities like stocks, bonds, short-term money
market instruments and commodities such as precious metals. Investors in a mutual fund have a
common financial goal and their money is invested in different asset classes in accordance with the
fund’s investment objective. Indian banks and financial institutions offer online mutual fund
investment facilities.

8. Mobile Commerce: Mobile commerce is the use of wireless handheld devices such as cellular
phones and laptops to conduct commercial transactions online. Mobile commerce transactions
continue to grow, and the term includes the purchase and sale of a wide range of goods and services,
online banking, bill payment, information delivery and so on.

Fig. 1.15

Advantages of Mobile Commerce
M-Commerce is beneficial for both types of businesses large scale and small scale. The mobile

users increase day by day, so through m-Commerce, your business gets large and growing market
place for the wide range of goods and services.

1. Cover wild distance: Mobile is the only technology which is now become necessary for
any person in social and business life than computers. So, it is easy to reach users through
M-Commerce.

2. Consumer deals: As more users use m-Commerce, there is lots of companies use the M-
Commerce site to reach them by giving different and better deals in comparison to their
competitor.

3. Savings: Companies try to reach to the consumer directly through m-Commerce, so users
have no need to go far to the store physically and at the end it saves user’s time and money.
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4. Easy to use: There is no need of the skilled consumer. Buyers can have look thousands of
items on their cell phones and there is no need of online checkout process.

Disadvantages of Mobile Commerce
Every invention has its own merits and demerits. It is applicable in this m-Commerce business

also.

1. Smartphone limitation: Mobile has no big screen like desktop or laptops, so sometimes
users tried to navigate more and more to choose just one item from thousands. It affects
shopping rates.

2. Habituate: Every new technology has some problem at the starting phase. Here M-
Commerce is a new application, so sometimes people avoid changing which are rapidly
changed as they are habituated to buy products from E-Commerce.

3. Risk factor: Each business has its own risk. Same Mobile commerce is the growing field
and a lot of investment in this field becomes risky. Because technology changes day by day,
there less security in the wireless network, so in data transfer hacking chances are more.

4. Connectivity: Mobile commerce needs high-speed bandwidth connectivity. Otherwise, it
may become hectic for the user to go through entire product purchase process.

7. Online Trading: Online trading is basically the act of buying and selling financial products
through an online trading platform. These platforms are normally provided by internet based
brokers and are available to every single person who wishes to try to make money from the
market.

Fig. 1.16

Most brokers, like Sharekhan, ICICI Securities provide a variety of financial products including
Shares, Commodities, Indices and Forex. While trading Shares like Google, Infosys or buying and
selling Commodities like Gold or Silver might be quite familiar, Forex trading has gained extreme
popularity over the last couple of years due to some of its major features. The use of online trades has
increased the number of discount brokerages because internet trading allows many brokers to further
cut costs and part of the savings can be passed on to customers in the form of lower commissions.
Another benefit of online trading is the improvement in the speed of which transactions can be
executed and settled, because there is no need for paper-based documents to be copied, filed and
entered into an electronic format.



Introduction 33

Fig. 1.17: Online Trading

The basics requirements for buying a stock in stock market are:

1. Stock broker: Common people can’t go to a stock exchange and buy/sell stocks. Only
members of the stock exchange can buy and sell and they are called the brokers. Every
broker should be registered on the Securities and Exchange Board of India (SEBI). There
are a number of brokers/sub-brokers which buyer can choose for trading. Some online
brokers are Sharekhan, Kotak Securities, ICICI Direct, 5paise and India Bulls.

2. Saving Account: Obviously buyer need a savings account for trading in the stock market.
3. Demat A/C: A Demat Account is an account that allows buyer/investors to hold their shares

in an electronic form. It’s very simple to open a demat account. Nowadays, the banks even
offer to open 3-in-1 account, i.e. all three Savings + Demat+ Trading accounts, by filling
few forms just once. 3-in-1 account will save a lot of time and it is recommend opening a 3-
in-1 account for online trading of stocks. A buyer can open it in banks like ICICI, SBI, and
Kotak etc. If you open a 3-in-1 account you won’t need to find a stock broker as trading
account is already included in it.

4. Desk top Computer/Laptop and Internet connection: Obviously, the soul of modern era
which is a must for all the online transactions.

Advantages of Trading Online

1. Easier and convenient way to own shares
2. Immediate transfer
3. Zero stamp duty on transfer of shares
4. Safer than paper shares, e.g., fake signatures, delay, thefts, etc.
5. Lesser paperwork for transfer of securities
6. Less transaction cost
7. No “odd” problems. Even a single share can be sold.
8. No need for the investor to contact the companies immediately.
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