CHAPTER III

EMERGING MODES OF
BUSINESS

E-BUSINESS
Meaning:
The term “e-business” means “electronic business.” The
purpose is to help buyers to purchase goods and services through
internet. E-business includes manufacturing, buying, selling and
managing business on the internet.

E-commerce is a branch of e-business. The term e-business
was first introduced by IBM 1997. E-business means using the internet
to connect people and process.

BENEFITS:
1) The major benefits are cost reduction and productivity improvement.
2) The internet is user friendly and even the common man can use it effectively.
3) Use of internet medium for commercial transactions increases the scope of

business.
4) The transactions include transactions between consumers, manufacturers,

suppliers and government.

Resources required for successful E-business
implementation:
1) Computer system as the whole process is through the internet.
2) An internet connection is another important resource which is possible

through government or private service providers.
3) A web page has to be created to display the product.
4) Company has to take care of product security. There should be security for

the business transaction.

TYPES OF E-BUSINESS TRANSACTIONS:
 Consumer to Consumer (C to C)
 Business to Consumer (B to C)
 Business to Business (B to B)

ADVANTAGES OF E-BUSINESS:
a) When compared to traditional business, e-business has many
advantages. Setting of e-business is easier than traditional business.
b) Physical space is not needed for e-business. Qualified technical

professionals are needed.
c) As there is no face to face communication there is an easy approach.
d) There is direct communication between suppliers and consumers.

e) A strong relationship between suppliers and buyers is built up.
f) The World Wide Web (www) gives a lot of opportunities for business
to operate at a global level.

g) Setting up of e-business is economical.
h) E-business receives support of the government.

DISADVANTAGES:
a) As face-to face meeting is not there between buyers and sellers, there is no
personal touch in doing business.

b) Buyers may hesitate to carry out transactions and may have many doubts
related to it.
c) Buyers may not be able to physically inspect the goods before making the final

purchase. They are not able to touch or feel the goods which may be a
disadvantage to the buyer.
d) The seller may face difficulty in delivering the goods and improper

communication may lead to wrong delivery of goods.
e) If huge amount is involved, the transaction risk is high.
f) Constant monitoring of the government for e-business may result in

interference in business.

ON-LINE TRANSACTION:
•

Online transaction means marketing of a company’s product through
the web.
• There are three stagesa) Pre-Purchase /Sale

b) Purchase/Sale
c) Delivery Stage

a) Pre- Purchase/Sale:
It is based on advertising and information about the product.

b) Purchase/Sale:
It includes price of the product, price negotiation, actual purchase or
sale and payment.

c) Delivery Stage:
After completing sale/purchase, this is the final stage. Steps involved are:
• Registration
• Placing an order

Payments can be made in different ways:
•
•
•
•
•

Cash on delivery
Cheque
Net Banking Transfer
Credit Cards and Debit Cards
Digital Cash

PAYMENT MECHANISM:
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Working of Payment Gateway:
1. A customer places an order on website by pressing the ‘Submit Order’ or equivalent button.

2. The site then asks for customer’s credit card details. Once the details are entered, the browser
codes the information.
3. The transaction details are forwarded by the e-business website to payment gateway. Again
information is coded.
4. The payment gateway forwards the information to payment processor , which is used by the credit
card issuing bank.
5. The payment processor sends information to the credit card association.

6. The card association forwards the transactions to the card issuing bank.
7. The card issuing bank authorises the payment. Then it sends its request back through the same
process to merchant website. Once authorisation is received, the sale is approved.
8. The entire process does not take more than 2-3 minutes depending on the speed of the internet
connection. If the internet connection fails at any step then appropriate procedure is adopted.

SECURE SOCKET LAYER (SSL):
• Secure Socket Layer (SSL) a protocol developed by
Netscape for transmitting private documents via
the internet.
• SSL is a cryptographic protocol, which provides
secure communication on the internet.
• SSL provides sound privacy protection by
encrypting the channel of communication
between client and server.

• SSL helps the consumer’s browser automatically scramble their information
regarding credit card number, etc. it is sent to the merchant.
• SSL acts as the best security for consumers to so business.

• Netscape and Microsoft browsers use SSL.

OUTSOURCING
• Outsourcing is the process of contracting a business function to someone else.
• It involves the transfer of an organization’s regular business activities to an
outside service provider that provides the services back to the organization.
• It benefits in two ways:
a) It reduces its own cost
b) It uses the expertise of the firm which specializes in a particular kind of
services.

 Outsourcing are used by companies in their non-core areas.
 The contractors enter into an agreement with the company for providing their
services.
 The company pays the contractor who in turn pay the employees.

Advantages of Outsourcing:
a) Work is done efficiently and effectively in the organisation.
b) Companies concentrate on improving the quality of their product.
c) Cost of management of company reduces. The cost of outsourcing
services become cheaper.

d) Because of outsourcing knowledge is shared between organisations.
e) It encourages employment and exports from where outsourcing is done.
f) Certain areas of business operations may be expensive. This can be
outsourced. Departments that are poorly managed can be outsourced.
This can increase management skills of the company.

Disadvantages of Outsourcing:
a) The contractor can use information of company for wrong reasons.
b) The companies may compromise on quality of outsourcing in order to reduce
cost of activities.
c) In some cases, companies ignore ethical issues while outsourcing.
d) The quality of services of outsourcing companies is not upto the mark.

e) There is a risk of confidential information being known to outsourcing
companies.

