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UNIT 1 

Introduction to E-Commerce: The Scope of Electronic Commerce, Definition of 
Electronic Commerce: 
 

E-commerce is the buying and selling of good or services via the internet, 
and the transfer of money and data to complete the sales. It’s also known as 
electronic commerce or internet commerce. 
E-commerce has helped businesses establish a wider market presence by 
providing cheaper and more efficient distribution channels for their 
products or services. For example, the mass retailer Target has 
supplemented its brick-and-mortar presence with an online store that lets 
customers purchase everything from clothes to coffeemakers to toothpaste 
to action figures. 

By contrast, Amazon launched its business with an e-commerce-based 
model of online sales and product delivery. Not to be outdone, individual 
sellers have increasingly engaged in e-commerce transactions via their own 
personal websites. Finally, digital marketplaces such as eBay or Etsy serve as 
exchanges where multitudes of buyers and sellers come together to conduct 
business. 

E-commerce offers consumers the following advantages: 

 Convenience. E-commerce can occur 24 hours a day, seven days a 
week. 

 Increased selection. Many stores offer a wider array of products 
online than they carry in their brick-and-mortar counterparts. And 
many stores that solely exist online may offer consumers exclusive 
inventory that is unavailable elsewhere. 

 E-commerce carries the following disadvantages: 
 Limited customer service. If you are shopping online for a computer, 

you cannot simply ask an employee to demonstrate a particular 

https://www.investopedia.com/terms/b/brickandmortar.asp
https://www.investopedia.com/what-to-expect-from-amazon-earnings-4685379


model's features in person. And although some websites let you chat 
online with a staff member, this is not a typical practice. 

 Lack of instant gratification. When you buy an item online, you must 
wait for it to be shipped to your home or office. However, retailers 
like Amazon make the waiting game a little bit less painful by offering 
same-day delivery as a premium option for select products. 

 Inability to touch products. Online images do not necessarily convey 
the whole story about an item, and so e-commerce purchases can be 
unsatisfying when the products received do not match consumer 
expectations. Case in point: an item of clothing may be made from 
shoddier fabric than its online image indicates. 

Electronic E-commerce and the Trade Cycle: 

E-Commerce can be applied to all, or to different phases, of the trade 
cycle. The trade cycle varies depending on:  

 The nature of the organizations (or individuals) involved. 

  The frequency of trade between the partners to the exchange. 

  The nature of the goods or services being exchanged. The trade 
cycle has to support  

 Finding goods or services appropriate to the requirement and 
agreeing the terms of trade (referred to as search and negotiation).  

 Placing the order, taking delivery and making payment (execution 
and settlement).  

 After-sales activities such as warrantee, service, etc. There are 
numerous versions of the trade cycles depending on the factors 
outlined above and, for many transactions, further complicated by the 
complexities of international trade. That said, three generic trade 
cycles can be identified:  

 Regular, repeat transactions between commercial trading partners 
(repeat trade cycle). 

  Irregular transactions between commercial trading partners where 
execution and settlement are separated (‘credit’ transactions).  

https://www.investopedia.com/terms/e/electronic-retailing-e-tailing.asp
https://www.investopedia.com/terms/e/electronic-retailing-e-tailing.asp


 Irregular transactions in once-off trading relationships where 
execution and settlement are typically combined (‘cash’ transactions).  

Electronic Markets: 

An electronic market is an inter-organisational information system that 
provides facilities for buyers and sellers to exchange information about 
price and product offerings (been, et al., 1995). The electronic market is 
primarily about the search phase of the trade cycle. The electronic 
market is most effective in assisting the buyer in a commodity market 
where products are essentially identical across all sellers. In a 
differentiated market there is a variety of product offerings and the 
search problem is more complex. An effective electronic market 
increases the efficiency of the market, it reduces the search cost for the 
buyer and makes it more likely that the buyer will continue the search 
until the ‘best buy’ is found. ‘The effect of an electronic market in a 
commodity market is a more efficient distribution of information which 
causes decreasing profit possibilities for sellers. 

 

Electronic Data Interchange: 

EDI is based on a set of standardized messages for the transfer of structured 
data between computer applications. It can have many applications, e.g. 
sending test results from the pathology laboratory to the hospital or 



dispatching exam results from the exam boards to schools, but it is 
principally used for trade exchanges: orders, invoices, payments and the 
many other transactions that can be used in national and international trade 
exchanges. Notable users of EDI are vehicle assemblers, ordering 
components for their production lines, and supermarkets (and 
Other multiple retailers), ordering the goods needed to restock their 
shelves. EDI allows the stock control/materials management system of the 
customer to interface with the stock control/production systems of the 
suppliers without the use of paper documents or the need for human 
intervention.EDI is used for regular repeat transactions, it takes quite a lot 
of work to set up systems to send and retrieve 
EDI messages and, in general, it is not applicable to one-off exchanges. Also 
EDI is a formal system and it does not really have a place in the search and 
negotiation phases. 
 
Internet Commerce: 

E-Commerce can be and is used for once-off transactions. This area of trade 
is typified by the consumer purchasing over the Internet but there are (or 
have been) other networks: Television sales channels are in use in the US; 
The French Minitel is a mature example of an interactive, public access 
network; and this type of e-Commerce is used by organizations to make 
once-off or infrequent purchases of items such as computer and office 
Supplies. 
 
Supply Chains, Porter’s Value Chain Model: 

Value chains streamline the processes that take a product from concept to market. The integral 
linkages are supported by both structure and effective communication between direct, indirect, and 
support components. Direct activities, such as hiring and training human capital, are further supported 
through appropriate indirect activities, such as record keeping and quality control. 

When analyzing the effectiveness of a value chain model, the economist Michael Porter introduced 
the following 10 cost drivers that help identify areas for improvement: 

1. Economies of Scale: A true picture of need includes cost analysis for the size of the 

demand, whether local, national, or global. 

2. Learning: Activities that change the environment for efficiency or improvement, such as 

scheduling, asset use, and office or warehouse layout. 

3. Capacity Utilization: Procedures that keep capacity at efficient levels to prevent under-

utilization or the addition of unnecessary capacity. 

4. Linkages among Activities: Identifying areas of cross-functional improvement through 

coordination and optimization. 



5. Interrelationships among Business Units: Opportunities to share information and 

resources. 

6. Degree of Vertical Integration: Identifying areas of joint integration or, in some cases, de-

integration. 

7. Timing of Market Entry: Driven by economic or world conditions and competitive position in 

the marketplace. 

8. Firm's Policy of Cost or Differentiation: Identified value integrated into the process. 

9. Geographic Location: This includes wages, climate, and raw materials. 

10. Institutional Factors: These include taxes, unions, and regulations. 

 

 

Porter’s Five Forces That Influence Competitive Advantage 

Prior to writing on value chain models, Porter developed a unique competitive analysis tool called 
Porter’s Five Forces. This tool takes a critical look at competitive market forces in an effort to identify 

opportunities or risk — it is similar to a SWOT (strengths, weaknesses, opportunities, and 
threats) analysis. Porter’s tool analyzes changing conditions in order to provide a structure for 

proactive improvement. 

https://www.smartsheet.com/14-free-swot-analysis-templates
https://www.smartsheet.com/14-free-swot-analysis-templates


Below are the five forces: 

1. Competitive rivalry within the industry 

2. Threat of new market entrants 

3. Bargaining power of customers 

4. Bargaining power of suppliers 

5. Threat of substitute products 

Examples of improvements include innovation and cost containment opportunities, 
exclusive supplier agreements, improved geographic locations for ease of delivery, 
and the use of unique raw materials and manufacturing processes. This analysis 
goes beyond a simple identification of competitors; instead, it focuses on how their 
behaviors, relationships, or ease of market penetration puts pressure on the 
organization. This helps the organization assess its true market position, mitigate 
challenges, and find ways to keep up with, redefine, or overtake the competition. 

Benefits of Value Chain Modeling 

Value chain modeling yields numerous benefits. In Competitive Advantage: Creating and 
Sustaining Superior Performance, Porter says, "Competitive advantage frequently 

comes from perceiving new ways to configure and manage the entire value system.” 

Porter’s generic value chain model is both broad and complete, but it is not absolute. 
Rather, the model is adaptable to the unique needs of each organization. You can 
think of it as a starting point that demands analysis and adjustment as the 
marketplace evolves, the competition grows, technology is introduced, or customers 
demand change. For example, a value chain can help an organization identify in-
house and outsourcing opportunities that take advantage of cost savings and 
specialized expertise. 

Ultimately, value chain modeling offers the following benefits: 

 Cost reduction 

 Competitive differentiation 

 Increased profitability and business success 

 Increased efficiency 

 Decreased waste 

 Higher-quality products at lower costs. 

Departments and Industries that Use Value Chain Modeling 

The question for most organizations is not whether they use a form of value chain 
modeling, but how well it is implemented and analyzed. Porter’s generic chain is 
easily adaptable to a host of industries, including manufacturing, retail, distribution, 
food/beverage service, technology, and construction, but it can apply to any 



company, especially those in highly competitive arenas who are seeking cost 
savings and differentiation opportunities. See the examples below: 

 Food and Beverage: Value chain modeling for food and beverage providers 

follows the flow that begins with sourcing materials and concludes in customer 

consumption. For example, Starbucks will begin with the costs and processes 

associated with coffee bean sourcing through the customization of coffee 

beverages and delivery to the customer. 

 Delivery Service: These service providers, such as FedEx, UPS, and USPS, 

invest in infrastructure and services to improve the speed of delivery, control 

costs, and manage capacity. Their value chain models will allow them to 

analyze logistics associated with the delivery of goods in a complex 

environment that is impacted by third-party suppliers, storage locations, and 

transportation regulations. 

 Online and Brick-and-Mortar Retail: The retail value chain defines actions 

that allow businesses, such as Amazon and Walmart, to sell goods to 

customers. Amazon focuses on being “the Earth’s most customer-centric 

company” and seeks improvements in order to meet their mission. Walmart is 

constantly evaluating suppliers in order to keep costs low for their customers. 

Their value chains allow them to monitor each action throughout the entire 

process from product creation to inventory storage and distribution to 

customers. 

The examples of companies that use value chains are a “who’s who” of the world 
marketplace. You see Rolls-Royce, Starbucks, and McDonalds, along with names in 
every industry, including banking, farming, and communications. 

But it is not just global enterprises that find competitive advantages through value 
chain modeling. Interdependent departments, including human resources, marketing, 
sales, procurement, customer service, and IT or cooperative value systems from 
suppliers to distributors, can find cost advantages and unique differentiations through 
their respective value chains. For example: 

 CRM Value Chain: The processes, flow, and costs associated with the customer 

journey and experience delivered through customer relationship management 

(CRM) value chain follows a customer’s interactions and identifies opportunities for 

enhanced relationships and value. 

 Brand Value Chain: Identifies tangible and intangible differentiations that lead you to 

secure and enjoy the benefits associated with a strong brand identity and its high 

level of value in the marketplace. 

https://www.smartsheet.com/unleashing-retail-value-chain
https://www.smartsheet.com/customer-relationship-management-101
https://www.smartsheet.com/customer-relationship-management-101


 Hospital/Medical Value Chain: Hospitals use a five-point version of a value chain to 

focus on patient-centered care that provides the expected level of value at less cost. 

Even governments, world agencies, and humanitarian organizations use value chains to 
identify and optimize value propositions that are specifically constructed to combat poverty, 
provide economic relief, and build needed infrastructure, all while honoring and encouraging 
distinctive cultural practices. For example, tomato farmers in Ghana benefit from value chain 
analysis that includes geography, access to credit, government interference, and improved 
cultivation practices. 

 

 Competitive Advantage using E-Commerce: 

To achieve a competitive advantage is the goal of all business strategy. It means 

that a company either provides a better solution to a specific problem than its 

competitors or offers a similar kind of solution for a lower price and is 

a marketing concept. A business unit is said to have achieved competitive advantage 

when it “sustains profits that exceed the average for its industry” 

http://en.ecommercewiki.info/marketing/start


Four characteristics of a competitive advantage: 

Significance 

Competitive advantages can only be achieved if the customer finds the improvement made 
important. It is thus vital to find out what the priorities of the customers are and to make sure 
one works on something that is meaningful to the customer. Improving a special feature of a 
product or service without cognition of the customer’s priorities and needs can easily lead to 
misconceptions of what one needs to work on to provide a better, i.e. a more often asked for 
and bought product than the competitors. 

Perceptibility 

Similar to the characteristic ‘significant’, it is important that the superiority of a feature into 
which has been put effort is perceptible to the customer. Attention might have to be drawn to 
the additional value via advertising. Even better would it be to push on features which are 
perceptible at first sight as customers will be more willing to pay more if they know (or see) 
what has been improved or are more likely to choose a product which obviously has features 
that others do not. 

Profitability 

There is no use to offer products which outperform every other of its kind on the market if – 
at the end of the day – it does not also make sense financially for the provider. Profit must 
exceed costs to be financially profitable. 

Defensibility 

A competitive advantage must be defensible and thus sustainable to ensure that it not taken 
over by competitors. As competition is a principle of our economy comparative advantages 
are permanently challenged and to protect and strengthen advantages competitors must be 
impeded from imitating the innovation. This can be achieved through the methods of 
a) concealment, i.e., hindering the competitors to get insights in the details of the business 
concept and the evolvement of competitive advantages b) deterrence, i.e. to convey the 
message, that you are unbeatable in a specific category (e.g. price leadership) c) blockade, i. 
e. to secure the exclusive access to raw materials etc. 

 Introduction to Business Strategy: Strategic Implications of IT, 
Technology, Business Environment, Business Capability, Exiting Business: 

Strategy is the direction and scope of an organisation over the long-term: which achieves advantage 
for the organisation through its configuration of resources within a challenging environment, to meet 
the needs of markets and to fulfil stakeholder expectations". ... 

Information technology plays an important role in delivering value for a business and supporting 
organizational transformation. To achieve that, chief information officers have become key members 
of board teams developing and delivering strategic solutions for the business. The aim is to make an 
organization more competitive by aligning business strategy with IT strategy. 

http://en.ecommercewiki.info/customer
http://en.ecommercewiki.info/innovation
http://en.ecommercewiki.info/concealment
http://en.ecommercewiki.info/deterrence
http://en.ecommercewiki.info/blockade


Support Innovation 

Organizations that want to improve their innovation capabilities and develop new products or services 
for the market can use cloud computing to speed up the process. Cloud computing enables 
organizations to rent additional IT resources during the development project on a pay-as-you-go 
basis, rather than investing in fixed resources. Organizations can use the additional resources to run 
pilot programs or speed up development. This provides an important strategic advantage by enabling 
the organization to get new products to market quickly, ahead of the competition. 

Improve Responsiveness 

Cloud computing enables organizations to scale up their IT resources quickly in response to changing 
market conditions. Organizations that offer products and services online may find it difficult to handle 
a surge in traffic, which could result in lost business. Adding resources from the cloud provides a 
strategic advantage by enabling them to respond to changes in demand, increase revenue and 
maintain customer satisfaction. 

Increase Collaboration 

IT solutions that improve collaboration in an organization can provide an important competitive 
advantage. Issuing field service teams with smartphones, for example, enables service engineers to 
provide a faster, more efficient service to customers. Engineers working on a customer site can set up 
voice or video conference calls with product or technical experts at headquarters to discuss and 
resolve a complex issue, rather than delaying a repair. Offering customer superior service provides a 
strategic advantage by differentiating an organization from competitors. 

Enhance Customer Insight 

Collecting and analyzing data to gain greater insight into customers’ needs and preferences provides 
a strategic advantage. By using powerful analytics software, organizations can develop customized 
offers and personalized communications that help to increase customer satisfaction and foster loyalty. 

                                                       The e-Business Environment refers to the larger business context, 
or the macro environment, that includes the technological, social, economic and political elements – 
the virtual organization might be part of the micro environment – which includes the organization, the 
industry and it's markets. 

Strategy Formulation  and Strategy Implementation in E-Commerce: 

Strategy Formulation Strategy Implementation 

Strategy Formulation includes planning and 
decision-making involved in developing 
organization’s strategic goals and plans. 

Strategy Implementation involves all those 
means related to executing the strategic plans. 

In short, Strategy Formulation is placing the 
Forces before the action. 

In short, Strategy Implementation is managing 
forces during the action. 

Strategy Formulation is an Entrepreneurial 
Activity based on strategic decision-making. 

Strategic Implementation is mainly 
an Administrative Task based on strategic and 
operational decisions. 



Strategy Formulation emphasizes 
on effectiveness. 

Strategy Implementation emphasizes 
on efficiency. 

Strategy Formulation is a rational process. Strategy Implementation is basically 
an operational process. 

Strategy Formulation requires co-ordination 
among few individuals. 

Strategy Implementation requires co-ordination 
among many individuals. 

Strategy Formulation requires a great deal 
of initiative and logical skills. 

Strategy Implementation requires 
specific motivational and leadership traits. 

Strategic Formulation precedes Strategy 
Implementation. 

Strategy Implementation follows Strategy 
Formulation. 

 

UNIT 2 

Business-to-Business Electronic Commerce: Characteristics of B2B EC, Models of B2B EC, 
Procurement: 
Business-to-business (B2B), also called B-to-B, is a form of transaction between businesses, such as 
one involving a manufacturer and wholesaler, or a wholesaler and a retailer. Business-to-business 
refers to business that is conducted between companies, rather than between a company and 
individual consumer. Business-to-business stands in contrast to business-to-consumer (B2C) 
and business-to-government (B2G) transactions. 
                                         Business-to-business transactions are common in a typical supply chain, as 
companies purchase components and products such as other raw materials for use in the 
manufacturing processes. Finished products can then be sold to individuals via business-to-consumer 
transactions. 

In the context of communication, business-to-business refers to methods by which employees from 
different companies can connect with one another, such as through social media. This type of 
communication between the employees of two or more companies is called B2B communication. 

Example of Business-to-Business (B2B) 

Business-to-business transactions and large corporate accounts are commonplace for firms 
in manufacturing. Samsung, for example, is one of Apple's largest suppliers in the production of the 
iPhone. Apple also holds B2B relationships with firms like Intel, Panasonic and semiconductor 
producer Micron Technology. 

B2B transactions are also the backbone of the automobile industry. Many vehicle components are 
manufactured independently, and auto manufacturers purchase these parts to assemble automobiles. 
Tires, batteries, electronics, hoses and door locks, for example, are usually manufactured by various 
companies and sold directly to automobile manufacturers. 

Service providers also engage in B2B transactions. Companies specializing in property management, 
housekeeping, and industrial cleanup, for example, often sell these services exclusively to other 
businesses, rather than individual consumers. 

B2B buyer characteristics 

Supply chains are more important to B2B transactions.[4] Manufacturing companies obtain 
components or raw materials from other companies and then sell to a wholesaler, distributor, 

https://www.investopedia.com/terms/b/btoc.asp
https://www.investopedia.com/terms/b/business-to-government.asp
https://www.investopedia.com/terms/s/supplychain.asp
https://www.investopedia.com/terms/r/rawmaterials.asp
https://www.investopedia.com/terms/s/social-media.asp
https://en.wikipedia.org/wiki/Supply_chain
https://en.wikipedia.org/wiki/Business-to-business
https://en.wikipedia.org/wiki/B2B_e-commerce#cite_note-4
https://en.wikipedia.org/wiki/Wholesaler


or retail customer. For example, an automobile manufacturer makes several B2B transactions such as 
buying tires, glass for windscreens, and rubber hoses for its vehicles. The final transaction, a finished 
vehicle sold to the consumer, is a single B2C transaction.[5] Wholesalers and distributors still have a 
supply chain, but their chain consists of finished products. 

Generally, B2B and B2C web stores both have search, navigation, detailed product information and 
personal account history pages. However, in some ways B2B greatly differs from B2C. Most B2B 
businesses have complex ordering processes, large collections of attributes and elaborate back-end 
systems. Moreover, in a B2B scenario, buying is part the customers’ job. He needs to make sure he 
buys all necessary products or components for keeping his company up and running. Thirdly, since 
organizations can be very large, they need a lot of products or components to keep their business 
going.[6] Therefore, B2B buyers often place large orders. B2B purchases are also characterized by 
recurring orders instead of single purchases. Because of that, companies make deals based on their 
monthly or even yearly demand. They closely collaborate with each other, and each B2B customer 
can have its specific prices for certain products. Lastly, multiple people are involved in B2B 
purchases. For instance, a company can have multiple buyers or buying centers. They are 
responsible for finding the right products and making the right deal with resellers. Because multiple 
people are involved in a single deal, B2B is more fact based instead of based on emotions. It's not 
about the nicest packaging, but the best deal for the company.  

Just in Time Delivery 

The just-in-time (JIT) inventory system is a management strategy that aligns raw-material orders from 
suppliers directly with production schedules. Companies employ this inventory strategy to increase 
efficiency and decrease waste by receiving goods only as they need them for the production process, 
which reduces inventory costs. This method requires producers to forecast demand accurately. 

Auctions and Services from Traditional to Internet Based EDI:  
 
An e-auction is a transaction between sellers (the auctioneers) and bidders (suppliers in business to 
business scenarios) that takes place on an electronic marketplace. It can occur business to business, 
business to consumer, or consumer to consumer, and allows suppliers to bid online against each 
other for contracts against a published specification. 

The benefits of B2B e-auctions 

For buyers 

An e-auction provides procurement professionals with competitive prices for their products, pitching the 

suppliers directly against each other to see who can offer the lowest prices. It also streamlines the procurement 

process and saves time, since each supplier is not required to submit a full proposal. 

For suppliers 

E-auctions tend to be open, allowing smaller businesses to compete in the process, which in turn also enables 

suppliers to compete in new sectors. A winning bid can lead to more business, as most buyers will look to 

source their ‘non-core’ products from their existing supplier. 

Overall, An auction is a sales event wherein potential buyers place competitive bids on assets or services either 

in an open or closed format. Auctions are popular because buyers and sellers believe they will get a good deal 

buying or selling assets. 

Integration with Back-end Information System: 

This includes the software that creates the actual website pages, the shopping cart and the product search engine, 

and an electronic data interchange (EDI) system than enables online customers to receive real-time inventory 

and order status. 

The Role of Software Agents for B2B E-Commerce: 

https://en.wikipedia.org/wiki/Retail
https://en.wikipedia.org/wiki/B2B_e-commerce#cite_note-5
https://en.wikipedia.org/wiki/B2B_e-commerce#cite_note-6
https://en.wikipedia.org/wiki/Buying_center
https://www.medius.com/solutions/medius-sourcing/
https://www.medius.com/solutions/medius-sourcing/
https://www.investopedia.com/terms/c/competitivebid.asp


The term "software agents" here distinguishes it from hardware agents (robot) or human agents. A software 

agent stays in the computer, can move in the networks, can observe its environment and can take several actions 

to reach its goals. It also has certain level of intelligence, can "think", can learn from its environment and can 

make decision under uncertainty. 

E-commerce will become a part of the human life in 21st century. According to the research by CommerceNet, 

the growth of e-commerce during last 9 months is about 40%. Unfortunately, the complexity of the e-commerce 

will increase along with the increasing of the number of users and items sold. A huge number of unstructure 

information in the internet make the cybermarket so complex that people can't use it as efficient as before, 

especially for untrained consumer who also want to find the best deal in the cybermarket. Thus, a software agent 

is needed to help consumers in buying goods and services via e-commerce.  

Beside, a seller doesn't want to lost its customers just because the price offered is higher than what customer 

willing to buy or what its competitors offered. And seller also want to get as much data as possible from its 

customer. Thus, in order to make more profit, a flexible price should be offered for different customer, and 

different advertisement should be sent too. To deal with this problem, a seller's negotiator-agent is required to 

negotiate with the customer's agents, and its advertisement-agent will visit or send ads to its customer 

frequently. A spy-agent will negotiate with its competitors' agents, a survey-agent will collect the data from 

customer, and so on. 

How a software agent work in the transaction process? First, buyer tell his/her agent the description of items 

he/she want to buy. Then the agent will search the items, negotiate with the sellers' agents, choose the best deal, 

tell the user, and make the transaction. On the other side, seller's agent can also perform an autonomous task to 

attract customers by sending advertisements to customer's agents. Then customer's agent will check the ads, 

perform filtering, check the procurement database, check the prices offered by other sellers, tell the user or 

negotiate directly to the seller's agent. 

To help both buyer's agents and seller's agents, a broker agents will help buyer's agents to meet the seller's 

agents, and receive the transaction fee. It will work like a data miner who actively search and store all 

information about the agents involved in the cybermarket. A chain of agents then will exist in the cybermarket. 

As the buyer's or seller's agent become more and more intelligent, it can find more and more efficient way to 

make transactions, and at last the broker agents will extinct. 

EDI: The Nuts and Bolts: 
EDI stands for Electronic Data Interchange. EDI is an electronic way of transferring business documents in an 

organization internally, between its various departments or externally with suppliers, customers, or any 

subsidiaries. In EDI, paper documents are replaced with electronic documents such as word documents, 

spreadsheets, etc. 
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EDI Documents 

Following are the few important documents used in EDI − 

 Invoices 

 Purchase orders 

 Shipping Requests 

 Acknowledgement 

 Business Correspondence letters 

 Financial information letters. 

Advantages of an EDI System 

Following are the advantages of having an EDI system. 

 Reduction in data entry errors. − Chances of errors are much less while using a computer for data entry. 

 Shorter processing life cycle − Orders can be processed as soon as they are entered into the system. It 

reduces the processing time of the transfer documents. 

 Electronic form of data − It is quite easy to transfer or share the data, as it is present in electronic format. 

 Reduction in paperwork − As a lot of paper documents are replaced with electronic documents, there is 

a huge reduction in paperwork. 

 Cost Effective − As time is saved and orders are processed very effectively, EDI proves to be highly 

cost effective. 

 Standard Means of communication − EDI enforces standards on the content of data and its format which 

leads to clearer communication. 

UNIT 3  

 

Internet and Extranet 



  

 Point of 

difference  Internet  Intranet  Extranet 

 Accessibility 

of network  Public  Private  Private 

 Availability 

 Global 

system. 

 Specific to an 

organization. 

 To share 

information 

with suppliers 

and vendors it 

male the use of 

public network. 

 Coverage 

 All over the 

world. 

 Restricted area 

upto an 

organization. 

 Restricted area 

upto an 

organization 

and some of its 

stakeholders or 

so. 

 Accessibility 

of content 

 It is 

accessible 

to everyone 

connected. 

 It is accessible 

only to the 

members of 

organization. 

 Accessible only 

to the members 

of organization 

and external 

members with 

logins. 

 No. of 

computers 

connected 

 It is largest 

in number 

of 

connected 

devices. 

 The minimal 

number of 

devices are 

connected. 

 The connected 

devices are 

comparable 

with Intranet. 

 Owner  No one. 

 Single 

organization. 

 Single/ Multiple 

organization. 

 Purpose of 

the network 

 It’s purpose 

is to share 

information 

throughout 

the world. 

 It’s purpose is to 

share 

information 

throughout the 

organization. 

 It’s purpose is to 

share 

information 

between 

members and 
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external, 

members. 

 Security 

 It is 

dependent 

on the user 

of the 

device 

connected 

to network. 

 It is enforced via 

firewall. 

 It is enforced via 

firewall that 

separates 

internet and 

extranet. 

 Users 

 General 

public. 

 Employees of 

the 

organization. 

 Employees of 

the organization 

which are 

connected. 

 Policies 

behind setup 

 There is no 

hard and 

fast rule for 

policies. 

 Policies of the 

organization are 

imposed. 

 Policies of the 

organization are 

imposed. 

 Maintenance 

 It is 

maintained 

by ISP. 

 It is maintained 

by CIO. HR or 

communication 

department of 

an organization. 

 It is maintained 

by CIO. HR or 

communication 

department of 

an organization. 

 Economical 

 It is more 

economical 

to use. 

 It is less 

economical. 

 It is also less 

economical. 

 Relation 

 It is the 

network of 

networks. 

 It is derived 

from Internet. 

 It is derived 

from Intranet. 

 Example 

 What we are 

normally 

using is 

internet. 

 WIPRO using 

internal 

network for its 

business 

operations. 

 DELL and Intel 

using network 

for its business 

operations. 



E-commerce sites use electronic payment, where electronic payment refers to paperless monetary transactions. 

Electronic payment has revolutionized the business processing by reducing the paperwork, transaction costs, and 

labor cost. Being user friendly and less time-consuming than manual processing, it helps business organization 

to expand its market reach/expansion. Listed below are some of the modes of electronic payments − 

 Credit Card 

 Debit Card 

 Smart Card 

 E-Money 

 Electronic Fund Transfer (EFT) 

Credit Card 

Payment using credit card is one of most common mode of electronic payment. Credit card is small plastic card 

with a unique number attached with an account. It has also a magnetic strip embedded in it which is used to read 

credit card via card readers. When a customer purchases a product via credit card, credit card issuer bank pays 

on behalf of the customer and customer has a certain time period after which he/she can pay the credit card bill. 

It is usually credit card monthly payment cycle. Following are the actors in the credit card system. 

 The card holder − Customer 

 The merchant − seller of product who can accept credit card payments. 

 The card issuer bank − card holder's bank 

 The acquirer bank − the merchant's bank 

 The card brand − for example , visa or Mastercard. 

Debit Card 

Debit card, like credit card, is a small plastic card with a unique number mapped with the bank account number. 

It is required to have a bank account before getting a debit card from the bank. The major difference between a 

debit card and a credit card is that in case of payment through debit card, the amount gets deducted from the 

card's bank account immediately and there should be sufficient balance in the bank account for the transaction 

to get completed; whereas in case of a credit card transaction, there is no such compulsion. 

Debit cards free the customer to carry cash and cheques. Even merchants accept a debit card readily. Having a 

restriction on the amount that can be withdrawn in a day using a debit card helps the customer to keep a check 

on his/her spending. 

Smart Card 

Smart card is again similar to a credit card or a debit card in appearance, but it has a small microprocessor chip 

embedded in it. It has the capacity to store a customer’s work-related and/or personal information. Smart cards 

are also used to store money and the amount gets deducted after every transaction. 

Smart cards can only be accessed using a PIN that every customer is assigned with. Smart cards are secure, as 

they store information in encrypted format and are less expensive/provides faster processing. Mondex and Visa 

Cash cards are examples of smart cards. 

E-Money 

E-Money transactions refer to situation where payment is done over the network and the amount gets transferred 

from one financial body to another financial body without any involvement of a middleman. E-money 

transactions are faster, convenient, and saves a lot of time. 

Online payments done via credit cards, debit cards, or smart cards are examples of emoney transactions. Another 

popular example is e-cash. In case of e-cash, both customer and merchant have to sign up with the bank or 

company issuing e-cash 



Electronic Fund Transfer 

It is a very popular electronic payment method to transfer money from one bank account to another bank account. 

Accounts can be in the same bank or different banks. Fund transfer can be done using ATM (Automated Teller 

Machine) or using a computer. 

Nowadays, internet-based EFT is getting popular. In this case, a customer uses the website provided by the bank, 

logs in to the bank's website and registers another bank account. He/she then places a request to transfer certain 

amount to that account. Customer's bank transfers the amount to other account if it is in the same bank, otherwise 

the transfer request is forwarded to an ACH (Automated Clearing House) to transfer the amount to other account 

and the amount is deducted from the customer's account. Once the amount is transferred to other account, the 

customer is notified of the fund transfer by the bank. 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 
 

 

 

 

 

 

 

 

 



  

 
 

 

  

 

 

 


