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Topic 1 Introduction to e-commerce SG1
Study Unit 1 Introduction to e-commerce SG2

Getting an Overview SG2
	#
	Study Note

	1
	· The internet is defined as a “global network of computers”

· It refers to all of the computer networks and networking infrastructure around the world that allow the networks (and the computers on these networks) to communicate with one another and share data and info SG3

· The internet is the underlying networking infrastructure that allows the “web” to happen

	2
	· The web is defined as “a way of organising and viewing the information that is shared across the internet”

· The web sites “on top” of the internet

· When we interact with the internet, we are really working with the web

	3
	· Internet protocol (IP) is a common set of standards that enables different computers, with different Oss, different applications, and different programming languages, all to communicate with each other seamlessly and share data


1.1 Defining e-commerce SG3
	#
	Study Note

	1
	E-commerce is the use of electronic networks to exchange:

· Information

· Products

· Services and

· Payments

for commercial and communication purposes

	2
	E-commerce takes place between:

· Individuals (consumers) and businesses

· Businesses themselves

· Individuals themselves

· Within government

· The public and government

· Business and government


1.2 Factors to Consider in the e-commerce Environment SG4

	#
	Study Note

	1
	Business processes – the activities in which businesses engage as they accomplish specific elements of commerce:
· Transferring funds

· Placing orders

· Sending invoices

· Shipping goods to customers

	2
	Barriers to e-commerce:
· Products that buyers prefer to touch, smell or examine e.g. clothing, food

· The art of merchandising or personal selling is difficult when dealing with an electronic environment

	3
	Products suitable for selling through e-commerce:

· Branded merchandising products e.g. books

· Commodity items e.g. office supplies, computers, airline tickets

	4
	The components of traditional selling

· Combinations of electronic and traditional commerce strategies work best when the business process includes both commodity and personal inspection elements

· E.g. buying a car 

	5
	E-business:

· Streamlining of business practices

· Indication of backend systems with suppliers and customers

· Electronic management of stock

· Customer relationship management (CRM)

· Well-designed front-end (web site or portal)


1.3 Advantages of e-commerce SG6

	#
	Advantage

	1
	A better market offering:

· More choices

· 24 hours

· Remote areas and worldwide advertising

· Reach narrow market segments that are geographically scattered

	2
	Improved profitability:
· Increase sales and decrease costs; consider

· Path to profitability e.g. clear picture of operating costs

· Cost control

· Multiple, ongoing revenue streams

	3
	Create new markets

	4
	Improve information flow and cooperation:
· Improve purchasing opportunities for the buyer

· Identify new suppliers and business partners

· Enhance the negotiation process

· Increases the speed and accuracy with which business can exchange info; this reduces costs on both sides of the transaction

	5
	Improved response time

	6
	Improved competitive positioning

	7
	Ease of concluding deals and financial transactions

	8
	Extending market reach and thus increased revenue potential:

· No geographic barriers or boundaries

· Market products at an increasing target market

· Provide products or services more quickly and at a lower cost

	9
	Increased consumer convenience and choice

	10
	Reduced prices:

· Online price comparisons

	11
	Improved customer service:

· Info shared more quickly

· Interactive medium e.g. instantly submit queries, lodge complaints etc.

· Learn more about products quickly


Some of the benefits of the internet and e-commerce SG9:

	#
	Benefit

	1
	Do things better and more effectively

	2
	Increase profit

	3
	Do things faster

	4
	Decrease cost

	5
	Use less effort and resources

	6
	Innovate and enter new fields

	7
	Better customer satisfaction

	8
	Increase return on investment


1.4 Drawbacks to e-commerce SG10

	#
	Drawback

	1
	Lack of knowledge and unfamiliarity with e-commerce

	2
	Unprepared businesses

	3
	Integration problems

	4
	Security fears

	5
	Unclear legal rules

	6
	The size of the South African internet market


1.5 Why Study Electronic Commerce? SG10

n/a

1.6 The Driving Forces of e-commerce SG11

The driving forces can all be found in the marketing environment:

	#
	Driving Force

	1
	Market factors

	2
	Economic factors

	3
	Societal factors

	4
	Technological factors


The major business pressures include the following SG11:

	#
	Business Pressure

	1
	Market and economic pressures:

· Strong competition

· The merging global economy

· Regional trade agreements

· Extremely low labour costs in some countries

· Frequent and significant changes in some markets

· The increasing power of consumers

	2
	Societal and environmental pressures:

· The changing nature of the workforce

· Government deregulations

· The increasing importance of ethical and legal issues

· Shrinking government subsidies

· The growing social responsibility of businesses

· Rapid political changes

	3
	Technological pressures:

· Rapid technological obsolescence

· Increasing innovation and newer technologies

· Information overload

· The rapid decline in the cost of technology vs the performance ratio


Owing to rapid changes in the environment, organisations are required to take proactive measures to create relevant changes in the marketplace.

The 3 typical critical business response activities SG12:

	#
	Business Pressure

	1
	Strategic systems

	2
	Continuous improvement efforts

	3
	Business process re-engineering (BPR)


E-commerce can contribute to BPR in the following ways SG12:
	#
	E-commerce Contribution to BPR

	1
	Reducing cycle time and time to market

	2
	Empowerment of employees and collaborative work

	3
	Knowledge management

	4
	Customers focused approach – mass customisation

	5
	Business alliances:

· Sharing resources

· Establishing permanent supplier company relationships

· Creating joint research efforts

· Temporary joint venture (JV)


The “economy” is the way people use resources (labour, capital, natural resources, and technology) to fulfil their desires.
1.7 The New Economy SG13
The drivers of the new economy include:
	#
	Driver of New Economy

	1
	The personal computer

	2
	Networks that link computers and enable them to share data

	3
	The global telecommunication infrastructure

	4
	Globalisation

	5
	The internet – bringing computer networks around the world together

	6
	The web – making the internet easy to use

	7
	e-commerce

	8
	IT

	9
	Knowledge management


The driving principles of the new economy SG13:

	#
	Driving Principle

	1
	New perspectives on tangible value:
· People

· Ideas

· Strategic aggregation of key information-driven assets e.g. web presence

	2
	New space dynamics

	3
	New perspectives on time

	4
	New perspectives on the value of people

	5
	New growth dynamics

	6
	New determination of value

	7
	New distribution dynamics

	8
	New market dynamics

	9
	New transaction dynamics

	10
	New dynamics for the satisfaction of needs and desires


Topic 2 A Technical Perspective on e-commerce SG15

Study Unit 2 The Infrastructure for e-commerce SG17

Getting an Overview SG18

	#
	Study Note

	1
	Internet protocol (IP) is the key set of standards that control the way in which the internet works


2.1 Defining the Internet SG18
	#
	Study Note

	1
	The internet is a global network of computer networks

	2
	The flow of data and information over these networks and the links to other users make the internet so powerful, not the technology


2.2 The Internet Protocol (IP) SG19

	#
	Study Note

	1
	IP is the key global standard or interface that allows:

· Different computers

· With different operating systems

· With different software programs

· Located in different parts of the world

to connect with one another seamlessly and to easily share information

	2
	


2.3 Client/Server Technology SG19

	#
	Study Note

	1
	Domain name system (DNS) converts the numerical IP address to the alpha numerical domain name

	2
	Simple Mail Transfer Protocol (SMTP) allows clients to send and receive email

	3
	File Transfer Protocol (FTP) enables file transfer to and from the server


Learn Exhibit 2.1: The client/server technology SG20

2.4 Intranets, Extranets, and the Internet SG20

	#
	Study Note

	1
	An intranet is a small private network within the boundaries of the company

	2
	An extranet is an intranet that has been extended to selected non-company individuals and organisations e.g. suppliers, customers, brokers


2.5 The World Wide Web SG20

	#
	Study Note

	1
	The web is a way of organising and viewing the info that moves across the internet

	2
	Tim Berners-Lee is the recognised developer of the internet

	3
	The power of the internet:

· Its user-friendly interface

· Its speed

· It can handle all forms of multimedia incl. text, graphics, video, sound etc.

· It’s an interactive environment allowing users to share info and initiate actions

	4
	The web versus the internet:

· Internet: the underlying global networking infrastructure that enables info to travel across the network from one part of the world to another

· Web: a way of organising and viewing the info that moves across the internet


Web Servers SG22:

A web server is a computer that stores or “hosts” a web site or many web sites that consist of a number of web pages SG22: 

Hyperlinks SG22:

	#
	Study Note

	1
	A hyperlink is a hidden “tag” (i.e. a piece of code) associated with a piece of text or part of a web page, that points to another web page or document that could be located on any web server anywhere in the world

	2
	Traditionally blue in colour, and underlined, and arrow cursor turns into a pointing hand when hovered over


Hypertext Markup Language SG22:

	#
	Study Note

	1
	The info that makes up a web page is put together using an editing language called hypertext markup language (HTML) 

	2
	The info is held together by a set of instructions (called “tags”) that determine how the info should be displayed when viewed on a computer screen


Web browsers SG23

n/a

2.6 Internet Service Providers (ISP) SG23

	#
	Study Note

	1
	Things you need to gain access to the internet and browse the web:

· Computer

· Web browser

· Modem

· Telecommunications link

· Services of an ISP

	2
	An ISP is a third-party firm that buys up access to the global internet from Telkom and other suppliers, and then resells this access to individuals and companies for profit


2.7 URLs and Domain Names SG24

The layout of a web address or URL SG24:
	http://
	www.
	telkom
	.co.za
	/pricing
	/index
	.html

	Hypertext protocol
	www page
	host
	group
	File path
	Hypertext file
	File type

	
	DOMAIN NAME
	
	
	


Study notes:

	#
	Study Note

	1
	An IP address is also called the “dotted address”

	2
	It consists of 4 separate numbers separated by a period

	3
	· The first of the 4 numbers usually identifies a computer network

· The remaining numbers usually identify a particular computer on the network

	4
	Advantages of using an alphanumerical domain name instead of a numerical IP address:

· The domain name is easier to remember

· A meaningful name helps with branding


DNS servers accept requests from program and other name servers to convert domain names into IP addresses. When a request comes in, the DNS can do 1 of 4 things with it:

	#
	What the DNS Can Do

	1
	It can answer the request with an IP address because it already knows the IP address for the requested domain 

	2
	It can contact another DNS and try to find the IP address for the name requested. It may have to do this multiple times

	3
	It can say, ‘I don’t know the IP address for the domain you requested, but here’s the IP address for a DNS that knows more than I do’

	4
	It can return an error message because the requested domain is invalid or does not exist


2.8 Electronic Mail SG26

n/a

2.9 File Transfer Protocol (FTP)

	#
	Study Note

	1
	A set of standards that allows you to log into a remote computer and to upload or download files from this remote computer


2.10 Internet Relay Chat (IRC)

	#
	Study Note

	1
	Was once popular but has been superseded by instant messaging (IM)

	2
	A discussion-type environment that occurs in real time, a form of synchronous communication

	3
	You would register with an IRC service such as MIRC, download their software, register on their servers, and then join a particular discussion group (chat room)


2.11 Instant Messaging SG28

The problem with IM is that several competing services are available that are not compatible with one another.
2.12 Voice Over IP (VOIP) SG28

n/a
2.13 Usenet Groups SG29

	#
	Study Note

	1
	Newsgroups are discussion groups hosted on the internet

	2
	Each group is called a newsgroup, while the whole service is referred to as “usenet”

	3
	It is an asynchronous form of communication, because the reply may be sent hours, days or even weeks later to the original sender

	4
	The 8 major newsgroup categories:

· COMP computer-related topics

· MISC miscellaneous topics

· REC recreation-related topics

· SCI science topics

· SOC social issues

· TALK like talk radio – anything goes

· NEWS news

· ALT alternative topics that do not fit in elsewhere


2.12 Online Security SG30

	#
	Study Note

	1
	Any business involved in e-commerce should have formal security policy in place to:

· Reassure business partners and customers

· Enhance credibility and trustworthiness of the business and its trading processes

	2
	A security policy is a written statement describing:

· Which asset to protect

· Why this asset is protected

· Who is responsible for the protection

· What behaviour is acceptable or unacceptable

	3
	The following security components are usually covered:

· Physical security

· Network security

· Access authorisations

· Virus protection

· Disaster recovery


Study Unit 3 Creating Web Pages SG33

3.1 Disciplined Creativity SG34

	#
	Study Note

	1
	Disciplined creativity means that web designers have creative freedom, but within the framework or confines of the practical situation


3.2 Planning the Creation of a Website SG34

	#
	Study Note

	1
	A web page design process entails:

· Creating a design that looks at content and presentation (look and feel)

· Takes into account:

· All audience info

· Purpose

· Objective statements

· Domain information

· Web specifications


Learn Exhibit 3.1: Steps in the planning of a website SG35
3.2.1 Audience Information SG35
	#
	Study Note

	1
	Definition of the target audience

	2
	The characteristics of the target audience


3.2.2 The Purpose Statement SG36

	#
	Study Note

	1
	Helps you to decide what type of info about your target audience you should obtain – usually stays the same

	2
	To define the purpose, you need to make a statement about what you want the website to accomplish

	3
	Focus on the following 4 areas when formulating a purpose statement:

· The subject area

· The audience

· The level of detail on which the info is presented

· The expected benefit to or response from the web user

	4
	“Here is what we are going to do…”


3.2.3 Objective Statement SG37

	#
	Study Note

	1
	Objective statements are more specific and lengthy than purpose statements – objective statements might change as more info about the audience and domain becomes available

	2
	Classifies specific outcomes and info that will be used in implementing the purpose statement

	3
	“Here is the information that will do it…”


3.2.4 Domain Information (electronic business environment) SG37

	#
	Study Note

	1
	Refers to all the info that is relevant to the business (or its registered domain on the internet)

	2
	Includes info that will be presented to the users on the web

	3
	The following steps are vital for planning domain info:

· Determine what info the web designers need to know

· Plan to acquire domain info

· Plan to update and maintain domain info


3.2.5 Website Specifications SG37

	#
	Study Note

	1
	The website specifications are a refinement of the objective statement in more specific terms

	2
	Does not dictate what the website should look like

	3
	Serves as a guidebook for the designers who will create the actual files of the website

	4
	These specifications should completely identify all resources such as:

· Links

· Web components (forms, graphical image maps etc.)

· Sound, image, movie or text files


3.2.6 Website Design SG38

	#
	Study Note

	1
	Place info selectively on the website

	2
	Decide on colours, graphics, personality

	3
	Put the storyline together – a user should not have to use more than 4 mouse clicks to obtain the required info

	4
	Test links between pages and websites

	5
	Load the site onto a web server using a FTP program

	6
	Test the website on the internet


3.2.7 Implementing the Process SG38

n/a

3.3 Implementing the Process SG38

The 3 key dimensions of website design:
	#
	Study Note

	1
	Content

	2
	Navigation

	3
	Aesthetics (look and feel)


Other notes:

	#
	Study Note

	1
	· The right info must be provided at the right level of detail

· The info must be easily accessible by way of the pages and links

	2
	The website is aimed at:

· Attaining the objectives of the business

· Satisfying the needs of the visitors

· Attracting and attaining new visitors

	3
	


3.3.1 The Content SG39

Guidelines have emerged from experience and research on website communication TB225
	#
	Study Note

	1
	Package info in the right-sized chunks: most users can pay attention to approx.. 5 pieces of info at a time

	2
	The key concepts involved in chunking are:
· The amount of info on any 1 page must not overwhelm the user

· Each page created must aim to accomplish 1 specific purpose

· Each of the pages can be used as reusable pages by linking other pages to them – thus making info more accessible and avoiding duplication

· Build users’ knowledge incrementally

	3
	The process of breaking information down into digestible chunks

	4
	Clustering technique to use to compile packages of info for a website p39

	5
	The 3 critical factors to the layout of the site SG40:

· Section breakdown – the subcomponents in order to break down the total info so that is more meaningful to the user

· Linking structure – enables the users to move easily back and forth between sections of the site

· Navigation tools - 


3.3.2 The Site Navigation SG40

	#
	Study Note

	1
	You need to plan how the website pages will link together

	2
	These web pages will logically fall into several different categories

	3
	It is essential to get this grouping of web pages right and to link them together as a logical whole

	4
	The home page of the website should provide an easy-to-use navigation structure that is logical and covers all the options that customers are likely to want


3.3.3 The Look and Feel (Website Aesthetics) SG40

	#
	Study Note

	1
	The look and feel increases the likelihood of users having a positive experience when visiting a website

	2
	A website design takes into account all these characteristics:

· Audience

· Information

· Purpose

· Objective statements

· Domain information

· Website specifications

	3
	The look and feel of the text depends on such factors as:
· Text colour

· Font used

· Font size

· Text alignment

· Spacing between lines and paragraphs

	4
	Colour can be used in powerful ways SG41:
· Conveying a message

· Drawing attention to a particular topic (by changing the colour of a word)

· Displaying emotion (red for danger)

· Organising the various information components

	5
	When creating websites, bear the following colour issues in mind:

· Colour is not consistent on computers – stay with standards

· Contrast between text and background colours

· Specify a background image or colour

· Avoid busy or dark images as they may clash with the text

· Test your web page in as many screen resolutions as you can

	6
	Use a browser-safe colour palette:

· Contains only 216 of the 256 colours

· The remaining 40 colours vary on PCs and Macs

· It is optimised for cross-platform use

	7
	Images – do not overuse them

· JPEG: used to compress photographs and images with fine detail or a lot of colour/shading

· GIF: better for images with bold, limited and straightforward colours such as buttons, line-art and animations (generally not suitable for photos)

	8
	Animations and animated GIFS: n/a

	9
	Image maps SG43


3.3.4 Create a Sticky Website SG43

Remember the 4 C’s of a sticky website:

	#
	Study Note

	1
	Content

	2
	Community

	3
	Communication

	4
	Commerce


3.4 Evaluating the Performance of the Website SG44

3.4.1 Addressing Common Web Design Problems SG44

Common problems that detract from a website’s design:
	#
	Study Note

	1
	A page from outer space – no navigation and info clues

	2
	A monster page – long to load and complex structure

	3
	Access time

	4
	Information overload

	5
	Media overkill

	6
	The uneven page – uneven info structure

	7
	Meaningless links


3.4.2 Pretesting SG45

It is imperative to test the website thoroughly before publishing it on the internet.

Criteria for evaluating website performance in pretesting:

	#
	Study Note

	1
	The 5 dimensions of performance:

· Speed

· Reliability

· Platform independence

· Media accessibility

· Usability

	2
	Speed – the time required to display a site page on the user’s screen

	3
	Reliability:

· Based on how often the website experiences downtime

· The number of times that the site correctly downloads to the user

	4
	Platform independence:

· A measure of how well the site can run on multiple platforms

· It includes previous versions of browsers and hardware

	5
	Media accessibility:

· The ability of a site to download to various media platforms

· XML (a meta language for describing data) has improved the web’s media accessibility

	6
	Usability:
· The ease with which a site can be used and navigated by users

· Usability is effected by:
· Speed

· Page structure

· Graphical design


3.4.3 Post-testing of Websites SG46

	#
	Study Note

	1
	Online responsiveness index:

· Focuses on responsiveness and usability

· Business are scored in a survey on their response to e-mailed questions and the quality and usability of their websites. See below:

	2
	· The ease of finding the website

· The ease of finding info in a web page

· The ease of gaining access to the info

· The alignment with other communication media such as telephone number, e-mail address and postal address for contact

· The professionalism of the website in terms of the requirements of the particular business field (or area of specialisation or interest)

	3
	There are also subjective measures:

· The ease of navigation to important info

· Rating the look and feel of the website

· Rating the applicability of the info contained in the website


3.5 Site Maintenance SG47

	#
	Study Note

	1
	What you should do to ensure maintenance of your website:

· Prepare a maintenance plan

· Train dedicated staff to maintain the website

· Consider implementing a CMS

	2
	Considerations for regular maintenance of a website:

· Check for broken links

· Check for HTML coding errors

· Keep content relevant and fresh

· Obtain incoming links

· Monitor website rankings

· Analyse the web copy

· Track website statistics

· Publish a newsletter

· Check and maintain website security

· Ensure and maintain the privacy of visitors


Study Unit 4 Establishing an e-commerce Store SG49

4.1 Steps Involved in Setting up a Store on the Web SG50

4.1.1 Pre-requisites for setting up an e-commerce shop

	#
	Study Note

	1
	Identify role players:

· Website developer

· E-commerce service provider

· Internet service provider

· Host

	2
	Analyse the feasibility of setting up an online store - SWOT analysis and cash flow analysis + ask the following questions:

· What are the strengths and weaknesses of the business:

· Financial strength

· Resources

· Human resources

· Skills

· Know-how

· Technological and production capabilities

· The existing structure of the business

· The following factors need to be considered carefully:

· Is the product suitable for online trading?

· Can the purchase be backed up by service excellence, fast response times and fast delivery?
· What is the support structure like?

· Does middle management understand the internet?

· Does the organisation have sufficient people to cope with online trading?

· Have you analysed the marketing environment?

· Target market

· Needs, desires, preferences, present perceptions

· Disposable income

· Who are the competitors?

· What are their market offerings?

· How do they differ from your market offerings?

· What are your advantages and disadvantages?

	3
	Plan how the e-commerce will fit in with the existing business structure

	4
	Analyse customer needs, desires and expectations

	5
	Determine your banking requirements


4.1.2 Determine your banking requirements SG52

	#
	Study Note

	1
	Obtain your internet merchant status at the bank

· Falls into mail order telephone order (MOTO) category for credit card transactions

· Select a method of receiving credit card purchases:

· The credit card transactions are processed electronically by a settlement company such as Virtual Vendor and iVeri – these companies act as intermediaries between merchants and banks

· The transactions are processed in real time


4.1.3 Obtain a digital certificate SG53

	#
	Study Note

	1
	Obtain a certificate from a certificate authority (CA) such as Thawte or Verisign

	2
	Costs approx.. R1,500 per annum


4.1.4 Determine the cost of setting up the online store SG54

The following cost components are essential during the first year:

	#
	Study Note

	1
	The initial site setup fee

	2
	An annual maintenance fee

	3
	A monthly hosting fee

	4
	The domain registration

	5
	A scanner for photo conversion

	6
	Photo touch up software

	7
	Occasional HTML and design help

	8
	A merchant credit card setup fee

	9
	The required software

	10
	The ISP with the required disk space


4.1.5 Planning the development and launch of the website and shop SG54
	#
	Study Note

	1
	Deciding on responsibility: internal or outsourced

	2
	Management supervision

	3
	Launching the shop:

· Submit the website to search engines

· Make the site detectable by search engines

· Use internet advertising:

· Advertise on other sites

· Banner advertising

· Banner exchanges

· Negotiate reciprocal links

· Conventional advertising media

· Use the domain name on the corporate printed material

· Use e-mail to inform interested parties about the website


4.2 Facilitating Electronic Payments SG55

Traditionally there are 3 basic ways to pay for purchases:

· Cash

· Cheque

· Credit card

The new methods of payment now include:

· Electronic funds transfer (EFT)

· Electronic cash – form of micro payment e.g. eBucks

· Software wallets – seldom used

· Smart cards – not widely used in South Africa

· Credit and debit cards

4.3 Security of Online Payments SG56

The best known e-payment security system today is secure sockets layer (SSL). Note: secure electronic transactions (SET) has not been very successful.

4.4 Selecting e-commerce Software SG56

E-commerce software will need to be selected on the basis of the following:

· The size of the business and its projected traffic and sales

· The size of the available budget

· The nature of the target audience

· The nature of the product

4.5 Basic Functions of e-commerce Software SG56

E-commerce software performs a range of software SG56:

· Provides a catalogue display of products

· Provides a shopping cart capability

· Provides some kind of transaction-processing facility

· Provides tools to populate the store catalogue and facilitate storefront display choices

Explanation of how cookies work SG57:

· Cookies are stored on the client computer, so..

· A webserver sends a small data file (a cookie) to be stored on the user’s hard drive

· A cookie is a small bit of code left on the user’s computer while linked to a specific website

· The cookie is used by an e-business database to look up info on the user’s computer

· It retrieves info such as past actions, search interests, or past purchases, which can be used to personalise the site

· The info is called up when the site is contacted again

Some of the tools required to set up an e-commerce store SG58-59:

· Storefronts (for smaller stores)nsuch as Yahoo or Shopbuilder
· Enterprise resource planning (ERP) software packages
· Database systems such as SQL server and Oracle

· Database support using an application service provider (ASP)

4.6 Acquiring e-commerce Applications SG59

There are 3 different ways in which e-commerce applications can be obtained by a business:

1. Develop the application internally

2. Purchase it

3. Lease it

Topic 3 A Marketing Perspective on e-commerce SG61

Study Unit 5 Online Marketing Principles SG63
Getting an Overview SG64

The idea behind creating a website and embracing e-commerce is to:

· Bring the business into contact with the market

· Trade online

It should thus aim to communicate effectively with a certain type of consumer who is expected to visit the website.

The web is an excellent tool that a business can use to:

· Serve its customers

· Research markets

· Build customer relationships

· Provide customer service

· Deliver a promotional message

5.1 The Online Market in Perspective SG65
5.1.1 The market defined SG65

A market is usually a group of people with the following characteristics:

· The need to buy a product or service

· The financial means to buy it

· The willingness to make the purchase

· The authority to do so

The market consists of consumers and their characteristics, needs, desire and purchasing power.

5.1.2 The different markets in perspective SG65

5.1.2.1 The business-to-business market SG65
5.1.2.2 The business-to-consumer market SG65

5.1.2.3 The electronic marketplace SG65

5.1.3 The market’s place in the marketing environment SG66

Learn exhibit 5.1: The marketing environment SG66
5.2 A Model of Online Consumer Behaviour SG66

Any model of consumer behaviour revolves around the consumer decision-making process and the different factors influencing that process. 

In e-commerce the consumer decision-making process is based on the consumer’s reaction to different stimuli. The process is also influenced by:
· The consumer’s characteristics

· The environment

· The e-commerce offering of the business

The stimulus and e-commerce contributions can be controlled by the business, however, the decisions made in this regard can only be as good as the info on which they are based.

The info required is info from the market environment such as:

· The consumer
· The competitors

· The suppliers in the market environment

· The factors in the macro environment that influence the business

5.2.1 Using websites to guide consumers through the decision-making process SG67

	Decision-making Process
	Possible Internet Application

	Need recognition
	· Banner advertising on other websites

· URL on other printed material

· Discussions in newsgroups

	Information search
	· Virtual catalogues

· Web directories and classifieds

· Third-party search engines

	Evaluation
	· Discussions in newsgroups

· Comparing product offerings on other websites

· Comparative data on websites

	Purchase
	· Electronic cash and virtual banking arrangements
· Methods of payment

	After-purchase evaluation
	· Customer support via e-mail and newsgroups
· E-mail communication and response


5.2.2 The characteristics of online customers SG67

When dealing with the characteristics of consumers we need to look at:

· Age

· Income

· Gender

· Needs

· Desires

· Preferences

· Buying habits

Learn Figure 8.2: The model of e-commerce consumer behaviour TB155
5.3 Online Market Segmentation SG69

5.3.1 The meaning of market segmentation SG68

Demarcating the heterogeneous (diverse) mass market into more homogeneous (similar) groups.

5.3.2 Variables used for segmenting the consumer SG68

· Demographic: age, gender, family size, family life cycle, income, occupation, religion, race, education etc.
· Geographic: country, region, province, size of town, density of climate

· Psychographic: lifestyle, personality, social class etc.

5.3.3 The South African Living Standards Measure (LSM) as a segmentation tool SG69
The South African Advertising Research Foundation (SAARF) is responsible for the design of the SLM. It divides the population into 10 LSM groups.

It groups people according to their living standards using criteria such as degree of urbanisation and ownership of cars and major appliances. LSM-7 to LSM-10 are the categories with the largest number of internet users.
Refer Table 8.3: LSM Scope TB160
5.3.4 The application of market segmentation to e-commerce SG69
The virtual community is a gathering of people who share a common interest.

5.4 One-on-One Marketing on the Web SG70

One-on-one marketing is a type of relationship marketing. The basic idea is:
· Treat different customers differently

· No two customers are the same

· It creates high customer loyalty

· This in turn enhances the profitability of the business

· With each interaction the business obtains more accurate info about the needs and desires of the individual customer

· The market offering and website can then be adjusted or customised accordingly

· With each interaction and recustomisation, the business becomes more adept at fitting its product to the particular customer

· In this way the business makes it product offering more valuable to the customer

The 3 most NB issues related to the implementation of e-commerce:

· Customer loyalty

· Trust in e-commerce

· E-commerce referrals

5.5 Online Customer Relationship Management (CRM) SG70

CRM enables a business to provide customer service in real-time by focusing on relationship development with each individual customer through the effective use of individual account information.
Successful CRM is defined as an integrated sales, marketing and service strategy that depends on coordinated action by all the departments in the company.

The goals of effective CRM are to:

· Achieve long-term customer dialogue across all customer access points

· Provide for better sales

· Increased customer retention and loyalty

· Increased customer profitability

· Better responses to marketing campaigns

· Excellence in service support

5.6 Customer Service and e-commerce SG71

5.6.1 Electronic customer service in perspective SG71
The benefit customer service in terms of e-commerce is that it can react promptly and even automatically to customer service requirements or requests.

5.6.2 Types of customer service SG71

· Answering customer inquiries

· Providing search and comparison capabilities

· Technical information

· Order-tracking facilities

· Order-placing facilities

5.7 Online Tools to Enhance Customer Service SG72

· Personalised pages

· Frequently asked questions

· Chat room

· E-mail and automated response

· Help desks

· Call centres

E-mail is frequently used for the following purposes in online business:

· Confirming orders

· Sending out product info

· Conducting correspondence on a topic

· Querying complaints and suggestions by the customers

· Distributing a newsletter to customers or interested parties

· Automated e-mail reply systems intelligent agents

Call centres need to address a number of hurdles SG74:

· Deploy technologies such as e-mail management software

· Create knowledge bases for FAQs

· Integrate phone and e-mail systems into a single centre

· Train customer service representatives to be effective

· Arrange for representatives to deal with foreign languages if necessary

5.8 Online Market Research SG75

Management decisions about customer service are only as good as the info at their disposal. It is crucial to obtain good, reliable and applicable info on a regular and continuous basis – this can be done through market research.

5.8.1 Market research defined SG76

Marketing research is the function that links the consumer, customer and the public to the marketer through info used to:

· Identify and define marketing opportunities and problems

· Generate, refine and evaluate marketing actions

· Monitor marketing performance

· Improve the understanding of marketing as a process

5.8.3 (5.8.5) Data mining to find exactly what you were looking for in a data warehouse SG77

Data mining refers to the sue of powerful computers to dig through large volumes of data to discover patterns between a business’s customers and products.

Study Unit 6 Special Applications of Online Marketing SG78

6.1 Email Marketing TB186-189
6.1.1 Defining E-Mail SG79

Store and forward – info is sent to an intermediate station (such as an e-mail server) where it is kept and sent at a later time to the final destination or another intermediate station.

6.1.2 The Basics of E-Mail SG79
n/a
6.1.3 The Advantages of Using E-Mail in Marketing SG80

The primary benefit of e-mail marketing is its information value.
6.1.4 Guidelines on Using E-Mail in Marketing SG80

6.2 Marketing Applications of E-Mail SG80

The 4 basic applications of e-mail in marketing SG81:

1. Mailing lists

2. E-mail newsletters

3. Viral marketing

4. Opt-in mail

6.2.1 Mailing Lists and Newsletters SG81

n/a

6.2.2 Solicited E-Mail, Spamming and Opt-In Mail SG81

n/a

6.2.3 Measuring the Effectiveness of E-Mail Marketing SG82

The measurement methods that are available to marketers include:
· Bounce rates – should be below 2-3%
· Click-throughs – range from 0.5-30%
· View rates

· Referral rates – number of times a message in a viral campaign is forwarded
· Opt-out rates – need to be maintained below 5%
6.3 Other Internet Marketing Technologies SG82
· Viral marketing

· Affiliate marketing

· Multiple partners

· Selling up

6.4 SMS Marketing SG83
SMS has the following characteristics:
· High reach

· Low costs

· High retention

Unicode – an alternative representation of all alphabet characters into 4 digit codes, which are then interpretable on other systems.
Premium SMS services – read costs TB204-205.
6.5 Podcasting, RSS Feeds and Blogging SG84
n/a
6.6 Potentially Harmful and Undesirable E-Marketing Practices SG84

· Spam

· Pop-ups

· Lies

· Typo URLs

· Meta-tag abuse

· Multiple entrances

· Mouse traps

Study Unit 7 Advertising Online SG87
Online spending should be 10-15% of the overall media mix in low involvement categories.
7.1 Advertising Online SG88

n/a

7.2 Online Advertising Terminology SG89
n/a
7.3 Opportunities for Online Advertising SG89
· Banner advertising – 7-10kb
· Web page advertising

· Directories and search engines

· E-mail advertising

7.4 Cost-Benefit Analysis for Online Advertising SG94
· CPM

· Click-throughs

· Interactivity

· Actual purchases

7.5 Evaluating the Effectiveness of Online Advertising SG95
Some evaluation methods:

· Auditing and analysing web traffic

· Self-monitoring of web traffic:
· Site-centric measures – audited server logs

· User-centric measures – user surveys

· Metrics: ad impressions, clicks, unique visitors, total visits, page impressions
· Commercial evaluation: brand awareness, purchase intent, brand favourability, message association, advertising recall

7.6 Marketing the Website SG96
n/a

7.7 Attracting Visitors to a Website SG98

n/a
Study Unit 8 E-Tailing SG101
8.1 Business Models for E-Tailing SG102
Online stores can be classified as follows:

· According to the approach to income generation: sales, subscriptions, advertising, sponsorship etc.
· According to distribution choices:
· Direct marketing vs. indirect marketing

· Full cybermarketing (pure play) vs. partial cybermarketing (clicks and bricks)

· Electronic distributor vs. electronic broker

· Electronic store vs. electronic shopping mall

· Generalised vs. specialised

· Proactive vs. reactive strategic attitude towards cybermarketing

· Global vs. regional

8.2 Characteristics of E-Tailing SG104

n/a

8.3 Direct Marketing by Manufacturers SG104
n/a
8.4 Electronic Intermediaries SG105
There are 2 categories of electronic intermediaries:
1. Partial e-malls

2. Pure e-malls:

a. Generalised e-brokers

b. Specialised electronic distributors

8.5 Different Types of Web Services Supporting E-Tailing SG106

· Shopping portals

· Shopbots or intelligent agents

· Business rating sites

8.6 The Online Shopping Process SG107
1. Search for available items
2. Compare the candidate items

3. Register online at the selected vendor

4. Place and order

5. Pay for the products

6. Order confirmation

7. Receive the delivered items and inspect their quality

8. Contact the vendor for after-sales service

8.7 Critical Success Factors of Online Shopping SG108
· Trust

· Personalisation

· Variety

· Consistency

· Lower prices

· Online promotion

· Support of IT

· Easy payment methods

· Economies of scale

Study Unit 9 eCRM and Online Branding SG110
9.1 The Meaning of CRM SG111
The goal of achieving CRM is supported by 5 core activities (the 5 I’s):

1. Identification

2. Individualisation

3. Interaction

4. Integration

5. Integrity

9.2 New Demands of the Computer Age on CRM SG112

n/a

9.3 Tools for Building Customer Relations Online SG112

n/a

9.4 The Foundations for the Successful Implementation of eCRM SG 113

n/a

9.5 The 3 levels of eCRM implementation:

1. Level 1 – the business tries to inspire brand engagement by the consumer

2. Level 2 – the business makes extensive use of a marketing database and additional links to create a customer relationship marketing warehouse

3. Level 3 – true one-to-one relationship with the customer, also known as adaptive customer relationship management. There are 4 levels for CRM technology to adapt on TB387:
a. Customer level

b. Relationship level

c. Data level

d. Business level

9.6 Lifetime Value of the Customer (LVC) SG114

n/a

9.7 The Digital Marketing Cycle and eCRM SG114

The digital marketing cycle is comprised of the following steps:

1. Attract visitors to the site

2. Engage visitors at the site

3. Learn from visitors

4. Relate to visitors

9.8 The Meaning of Branding SG115

The marketing mix consists of 4 marketing instruments TB295:
1. Product

2. Distribution

3. Promotion

4. Price

9.9 The Importance of Brands SG115

1. Conveying personal brand value to the customer

2. Combining marketing instruments for adding value and brand building TB298

a. Using product decisions to build brand equity

b. Using product experience

c. Using price to build brand equity

d. Using distribution decisions to build brand equity

e. Using marketing communication to build brand equity

9.10 The Meaning of Brand Equity (Brand Value) SG116

· Brand awareness

· Brand loyalty

· Perceived quality and perceived value
· Brand association

The phases of brand acceptance TB304:

1. Brand unawareness

2. Brand awareness: off-line advertising and online advertising

3. Forming a brand image and brand association

4. Brand evaluation

5. Building brand affinity: brand preference, brand insistence, brand loyalty

E-Business techniques designed to build loyalty TB387:

· Reactive techniques – auto-response email

· Pro-active techniques – profiling

· Interactive techniques – intelligent selling systems

· Adaptive techniques – learn from user actions

· Collaborative techniques – pushing unsolicited content to a user based on explicitly gathered profile data

9.11 Ways of Adding Value Online SG116
The 5 criteria to identify the basic values derived by members from loyalty programmes TB307:

1. Cash value of the rewards
2. Range of choice among rewards

3. Aspirational value of rewards

4. Expenditure required

5. Ease of using the programme

9.12 Using and Building Brand Communities SG117

The steps to create brand communities TB308:

1. Spend time with customers

2. Identify individuals with strong views

3. Establish the brand community

9.13 Steps in Online Brand Building SG118 and TB310
1. Identify the goal of the branding project
2. Identify the corporate image required on the website

3. Establish the site’s brand identity: colour, layout, logo, look and feel

4. Select appropriate domain name

5. Create a website

6. Convey a brand value proposition – related to unique selling proposition (USP) – so online is called online value proposition (OVP)

The 6 Cs of formulating an OVP:

1. Content

2. Customisation

3. Community

4. Convenience

5. Choice

6. Cost reduction

Topic 4 A Business Perspective on E-Commerce SG121
Study Unit 10 Business-to-Business E-Commerce SG122
10.1 Advantages of B2B E-Commerce SG123
· 24/7 availability

· Global reach

· Perfect competition

· Lower cost

· Improved supply chain management

· Shorter supply chains – no intermediaries

10.2 B2B Infrastructure SG124

· People

· Business presentation

· Processes

· Policies

10.3 B2B Models SG124

Study Table 18.1: Business-to-Business Models TB414
· Bilateral link model – buyer buys from one supplier

· Sell-side company-centric model – seller sells to many different buyers

· Buy-side company-centric model – buyers buy from many different suppliers

· Trading community’s model – many buyers buy from many sellers on the basis of best choice

· Collaborative or c-commerce model – different business collaborate to function together

10.4 The Unique Environment of B2B Transactions SG124
Transactions that are unique to B2B e-commerce TB416:
· Auctions

· Online tendering

· Online bartering

· Aggregated catalogues

· Group buying

· Supply chain management

· B2B portals

10.5 Managing B2B E-Commerce SG125

The e-commerce strategic planning hierarchy consists of the following levels:
1. Business strategy – vision, mission, goals, objectives

2. Information management strategy – policies, rules, regulations, procedures

3. E-commerce strategy – approaches such as B2B or B2C etc. plus payment

4. E-commerce technology strategy – infrastructure, hardware, software etc.

10.6 The Key Success Factors in B2B E-Commerce SG125
Factors that contribute to B2B success:

· Brand reputation

· Customer service

· Brand familiarity

· Price

· Variety of suppliers

· Customer privacy

10.7 Integration with Back-End Information Systems SG125
n/a
10.8 Enterprise Resource Planning (ERP) SG126

n/a
10.9 Supply Chain Management SG126

The supply chain entails the following activities:

· Integration

· Automation

· Synchronisation

The 5 basic steps of SCM TB431:
1. Plan – monitoring of the chain to ensure efficiency and value

2. Source – suppliers

3. Manufacturing – quality, efficiency, productivity, output

4. Logistics – ship or deliver, return

5. ?

A complete supply chain comprises 3 specific flows TB431:

1. Physical - the flow of goods

2. Information - the flow of information

3. Financial - the transfer of money

4. Decision-making

The 4 primary roles in B2B e-commerce TB432:
1. Suppliers

2. Buyers

3. Market makers

4. Web service providers

10.10 E-Procurement and E-Logistics SG128
E-procurement management refers to:
· Any subset of SCM

· The coordination of all activities involved in purchasing products

E-logistics describes 3 core back end processes required from buy to bottom line:

1. Warehousing

2. Delivery

3. Transportation

4. And customer interaction

10.10.1 E-Procurement (or “Supplier Exchange”) SG129

Types of e-procurement TB447:
· Web-based ERP

· E-MRO (maintenance, repair and operating)

· E-sourcing

· E-tendering

· E-reverse auctioning

· E-informing

Study Unit 11 Special E-Commerce Applications SG132
E-marketplaces, portals, virtual communities and online auctions.

11.1 E-Marketplaces SG132

B2B e-market places are divided into TB467:
1. Static or established – catalogues, auctions

2. Dynamic or discovered – exchange matching of supply and demand

Another classification of e-markets is:

· Spot markets – info is collected for each transaction to compare prices

· Open markets – standard commodities

· Private markets – private invite of suppliers into the market

· Information markets – info is provided on buyers and sellers; but the transaction takes place outside the market

11.1.1 E-Marketplace Models SG133 and TB469
· Aggregators – brings together a large number of suppliers’ offerings in one shop
· Supply consolidators – provide tools that aid in product evaluation and selection
· Liquidity creators – reduce purchase price by providing real time transparency
· Project specification managers – improve speed to market
· Fully automated transaction facilitators – automated bid and ask systems
· Post and browse markets – concentrate on the content
11.1.2 The Advantages of E-Marketplaces SG133
They facilitate B2B e-commerce transactions by:

· Consolidating transactions

· Automating transactions

· Promoting the streamlining of functions through outsourcing

· Improving efficiency

11.2 Portals SG134
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