E-COMMERCE

The term electronic commerce (e-commerce) refers to a business model that allows companies and individuals to buy and sell goods and services over the Internet. Customers come to the website or online marketplace and purchase products using electronic payments. Upon receiving the money, the merchant ships the goods or provides the service.

E-commerce can be conducted over computers, tablets, smartphones, and other smart devices.

What is the difference between e-commerce and e-business?

Some people use the terms "e-business" and "e-commerce" interchangeably, but they aren't synonymous. To put it simply, e-commerce refers to buying and selling online, while e-business encompasses all business conducted online.
Some examples of e-commerce include; Online stores like; Amazon, Flipkart, Shopify, Myntra, Ebay, Jumia. Jumia Uganda is the largest online retail store in Uganda, Masikini, KiKUU, Jumia Food, Dondolo Market, Eyetrade, Jiji ug, Paple Rayn.

The main activities of E-Commerce include;
· Buying and selling product online.

· Online ticketing.

· Online Payment.

· Paying different taxes.

· Online accounting software.

· Online customer support.

Types of E-Commerce 

Electronic commerce can be classified into four main categories. The basis for this simple classification is the parties that are involved in the transactions. So the four basic electronic commerce models are as follows,

1. Business to Business
This is Business to Business transactions. Here the companies are doing business with each other. The final consumer is not involved. So the online transactions only involve the manufacturers, wholesalers, retailers etc.

The advantages of B2B e-commerce include: 

Convenience: While companies can sell through physical storefronts or take transactions by phone, B2B commerce often takes place online, where companies advertise their products and services, allow for demonstrations and make it easy to place bulk orders. Sellers also benefit from efficient order processing thanks to this digital transaction model.

Higher profits: B2B companies often sell their items in wholesale quantities, allowing buyers to receive a good deal and restock less often. Larger order numbers lead to higher potential sales and additional profits for B2B sellers. At the same time, the ease of advertising to other businesses through B2B websites can help cut marketing costs and boost conversion rates.

Huge market potential: From business software and consulting services to bulk materials and specialized machinery, B2B sellers can target a large market of companies across industries. At the same time, they have the flexibility of specializing in an area like technology to become a leader in the field.

Improved security: Since contracts are a common part of B2B commerce, there's some security for both buyers and sellers in that there's less concern that one will pay and the other will deliver goods as promised. Since sales usually get tracked digitally, it's also more secure in that B2B sellers can track and monitor their financial results.

The disadvantages of B2B e-commerce include: 

More complex setup process: Getting started as a B2B retailer takes work to figure out how to get customers who stay dedicated and make large-enough orders. This often requires thorough research to advertise to potential businesses, set up a custom ordering system and adapt quickly when sales are underwhelming;

Limits to sales: While B2B companies can sell a lot, they do miss out on potential sales to individual customers. The smaller pool of business buyers and the need to negotiate contracts can put some limits on profits, especially when the company loses key buyers to other competitors;

Need for B2B sellers to stand out: At the same time, the B2B market has many companies competing and selling similar products and services. Sellers often need to cut prices and find special ways to grab companies' attention to succeed in the market;

Special ordering experience needed: B2B companies selling online need to put much effort into designing a website and ordering system that buyers find easy to use. This means presenting product and service information clearly, offering online demos or consultations and using order forms with appropriate options for quantities and any special customization needed.

2. Business to Consumer
Business to Consumer. Here the company will sell their goods and/or services directly to the consumer. The consumer can browse their websites and look at products, pictures, read reviews. Then they place their order and the company ships the goods directly to them. Popular examples are Amazon, Flipkart, Jabong etc.

The advantages of B2C e-commerce include: 

Unlimited marketplace: The marketplace is unlimited, enabling the customers to explore and shop at their convenience. We can check on the desired product from home, offices and anywhere else without any time restrictions. Products can be purchased from around the world. It represents the breaking of international barriers, giving people the opportunity to purchase products virtually;

Lower costs of doing business: B2C has reduced several business components including employees, purchasing cost, mailing confirmations, phone calls, data entry and the requirement for opening stores with physical existence. This has reduced transaction costs for customers;

Business administration made easier: It has made it easier to record store inventory, shipment, logs and overall business transactions compared with traditional methods of business administration. These calculations are now occurring automatically. Moreover, real-time updates can be provided, through which any issues can be flagged;

More efficient business relationships: Building new and improved associations with the dealers and suppliers;

Workflow automation: This process enables the shipping of products in a timely manner. Furthermore, it automatically adjusts stock levels and figures out location availability. It includes highly reliable security systems, with step by step verification, account entry and admiration mode to look after business transactions. The third-party direct sales are backed up with familiar banking and accounting features that enable businesses to reach out to vendors and perform internal business transactions accordingly.

The disadvantages of B2C e-commerce include: 

Infrastructure: Even though the internet enables reaching a huge, international pool of customers, many still do not have access to the internet;

Competition: Competition is severe. There are certain companies that have managed to maintain sizeable market shares giving them a chance to survive in the long run. New and improved products must be rolled out consistently to secure customers;

Limited product exposure: Despite rewarding the customers with ease-of-access and a unique level of flexibility for choosing products, e-commerce has restricted product exposure for buyers over the internet. Most websites would not allow customers to go beyond the glamorous product images and their descriptions at the time of purchasing the product. It gives consumers the idea that e-commerce supports ‘limited product exposure', which is why some products disappoint customers at the time of shipment and are sent back to companies immediately.

3. Consumer to Consumer
Consumer to consumer, where the consumers are in direct contact with each other. No company is involved. It helps people sell their personal goods and assets directly to an interested party. Usually, goods traded are cars, bikes, electronics etc. OLX, Quikr etc follow this model.

The advantages of C2C include:

Availability: It is always available so consumers can shop on demand;

Websites are updated regularly;

Higher profitability: Consumers selling products directly to other consumers can achieve higher profits;

Low transaction cost: Selling via online platforms is much cheaper than the costs incurred on having physical store space;

Direct relationship: Customers can directly contact sellers without having to go through an intermediary.

The disadvantages of C2C include:

Payment may be less secure;

Security issues: There could be theft due to scammers falsely impersonating well known C2C sites;

Lack of quality control of products.

4. Consumer to Business
This is the reverse of B2C, it is a consumer to business. So the consumer provides a good or some service to the company. Say for example an IT freelancer who demos and sells his software to a company. This would be a C2B transaction.

The advantages of C2B can be expressed through an example: The C2B website thefreemortgagecalculator.com offers a LendingTree advertisement at the top of the page. The advantage of this website is that the owner does not have to sell mortgages, meet with customers, or pay for everyday business operation expenses in order to make money. If the LendingTree advertisement is used by a visitor, the website owner gets paid a commission from LendingTree for the lead. 

The disadvantages of C2B transactions are;

Knowledge: that one must be well-versed in web design to create such a website 
Less earnings: the amount of money earned is far less than what could be earned by selling the mortgage directly to the consumer instead. 
Disadvantages of E-Commerce
The start-up costs of the e-commerce portal are very high. The setup of the hardware and the software, the training cost of employees, the constant maintenance and upkeep are all quite expensive.

Advantages of E-Commerce

1. Faster buying process

Customers can spend less time shopping for what they want. They can easily browse through many items at a time and buy what they like. When online, customers can find items that are available in physical stores far away from them or not found in their locality.

For example - Rajesh is a customer who goes to a store to buy a washing machine. After searching, he realizes that he cannot find the product he needs. He logs onto a popular e-commerce marketplace and finds the washing machine. What is even better is that there is a special offer price and it can be delivered to his home.

This is where e-commerce comes to the rescue for many shoppers. They go online, search for an item, get a fast response and can buy it just as quickly.

Advantages of e-business include helping one to choose from a wide range of products and get the order delivered too. Searching for an item, seeing the description, adding to cart – all steps happen in no time at all. In the end, the buyer is happy because he has the item and didn’t have to travel far.

2. Store and product listing creation

A product listing is what the customer sees when they search for an item. This is one advantage in e-commerce meant for the seller. This online business plus point is that you can personalise your product listing after creating them. The best part? Creating a listing takes very little time, all you require is your product name or codes like EAN, UPC, ISBN or ASIN.

Sellers can add many images, a description, product category, price, shipping fee and delivery date. So, in just one step you can tell the customer many things about the item. Creating your listing shows the buyers what you have.

Rules for product listing
• Use high quality resolution images. Blurry images distract and confuse customers.
• Maintain image dimensions. Usually e-commerce marketplaces will recommend a resolution format.
• Provide multiple product views. Some sites even let you include a 360-degree view of items.
• When adding product variants – such as lipsticks in different shades – ensure each variant has its specific image.

Customizing listings makes them attractive and appealing. Here the seller has full control over customization, he can mention offers available, discounts etc. Other advantages of e-business product listing are that it is free to upload and fast.

How this is different from offline stores? – Offline retail merchants can provide only some details about the product. This can be a hassle as they have to keep repeating the same data to every customer!! On the other hand, an online marketplace gives you space to describe the product – just once and interested people will read it. One can include even more information like reviews, demo videos, offers ready and expected delivery timing.

Lastly, the listing stays online 24x7 so the customer can see the item when he wishes. Sellers do have the option of adding multiple listings or removing items that are sold out.

3. Cost reduction

One of the biggest advantages of e-commerce to business that keep sellers interested in online selling is cost reduction. Many sellers have to pay lots to maintain their physical store. They may need to pay extra upfront costs like rent, repairs, store design, inventory etc. In many cases, even after investing in services, stock, maintenance and workforce, sellers don’t receive desired profits and ROI (return on investment).


How this is different with online stores? - With an e-commerce store, a seller can reduce how much is spent in store upkeep. An e-commerce store is affordable and requires less investment when compared with a physical store.
This is also a good opportunity for individual and small scale sellers who want to earn an income but don’t have the required start-up capital.
Did you Know – ‘33% of consumers use their mobiles to shop for items.'

4. Affordable advertising and marketing

Sellers don’t have to spend a lot of money to promote their items. The world of e-commerce has several affordable, quick ways to market online. E-commerce marketplaces are visual channels – and sellers can really show off their product. For example, Amazon sellers can use 

 HYPERLINK "https://sell.amazon.in/grow-your-business/advertise" Advertising tools to add videos, infographics, good quality resolution images.

One can add life to plain, boring text using DIY features to create customized deals, coupons, A+ content and sponsored ads. Many e-commerce marketplaces offer customer insight tools that can be used to analyze customers. Usually, this is a page that shows all orders – pending, unshipped, sent, cancelled, returns.

5. Flexibility for customers

An important advantage of e-commerce to business is that sellers can provide flexibility to customers. One highlight is that the product and services are ready 24x7. The result is that seller can offer his item any place, any time.

Customers are always present on an e-commerce marketplace - They are likely to return for repeat purchases online because of the conveniences they get. These conveniences include free shipping (usually on a minimum cart value), express order delivery, deals and discounts, subscription advantages.

They also share reviews on the things they buy. Good reviews result in two extra benefits of e-commerce. One is that buyers gain trust in your store based on the number of positive reviews. The other is that it can help you identify your best-selling items.

Sellers can leverage this customer flexibility to build their revenue. They can sell on an online marketplace confidently knowing that there are plenty of buyers.

6. Product and price comparison

In e-commerce, sellers can compare the products using tools or on their own. This gives them a good idea of product alternatives available, the standard rates, if a product need is unfulfilled.

Comparison is faster online and covers many products - It helps to save time when making this comparison, as all details are available on the shopping site. In a physical store, sellers may not be able get access to so many details –they only have better knowledge about their own inventory.

This is one more benefit for the customer too. When people see many items ready for purchase, they feel more confident about spending.

Did You Know - "Shoppers can save time using online marketplaces. They get other benefits like fast delivery, comfort of shopping from home, quick price comparison."

7. No reach limitations

A seller with a physical store may only be able to reach a certain number of buyers. They can deliver to the customers’ homes but there can be distance limitations. Several e-commerce marketplaces have their own logistics and delivery system.

Reaching out to more customers - Sellers that need to expand their reach to find new customers can benefit from this. This applies to online-only sellers and those with a physical store.

Online-only sellers can save on the logistics costs and be rest assured of customers. Sellers with a physical store begin selling their goods to local buyers.

8. Faster response to buyer/market demands

Every interaction is faster when you begin selling online. E-commerce marketplaces offer you a streamlined logistics or delivery system. What this means is that the buyers order gets delivered efficiently. Product returns management is one more plus point that can be handled quickly – you either refund the payments or give a replacement.

Speedily actions can even be applied when responding to market demands. Think of this e-commerce example - when a buyer sees that an item is out of stock, he can click on the ‘Notify Me’ option. This informs him when that item is available for sale again. It also informs sellers that they need to restock that item so they can get more buyers.

Next comes the trends - Suppose there is demand for voice activated personal assistants, a seller can immediately respond to that demand by stocking these items. He is sure that this product will sell and has seen the same happening with other sellers to.

Merchants can create deals, promotions quickly too. This attracts customers and increase chances of creating more sales. E-commerce sellers may plan and apply coupons when they like – even customise such offers for their own store.

9. Several payment modes

Buyers like personalization – the same goes for paying for their orders. E-commerce marketplaces permit multiple payment modes that include UPI, cash on delivery, card on delivery, net banking, EMIs on credit or debit card and pay-later credit facility.
Cart recovery – This is one huge benefit or e-commerce. Sometimes a buyer reaches the checkout page but doesn’t complete the purchase. Here, you can notify customers via phone messages, email to finish buying.
There is a catch – Customers can only use one type of payment mode per order. This choice is affected by the order value, ease of payment or availability of cash or card. In some cases, payment modes can be merged with a dedicated wallet amount.
What this means for sellers is that they no longer have to lose a potential sale opportunity due to lack of available payment modes.

Disadvantages of E-commerce – Problems with E-commerce
1) Security
Online portals have been in the news a lot because of hacks by cybercriminals and hackers. It is a very serious issue as your account might be hacked because of negligence and wiped out clean of the existing cash.

This is a harsh reality of e-commerce sites and a website cannot give this assurance that the financial information cannot be compromised on its portal. The website owner needs to take important steps to change its password so as to stop any data breaches.

It is important to remain vigilant and proactive to protect the website and ultimately the customer related information. Security has been a concern since its inception and is considered a major disadvantage of e-commerce.

2) Site crash
E-commerce is fully dependent on internet connection. A major disadvantage of e-commerce is putting a stop to buying capabilities because of a site crash. Such a small word site crash but has the ability to put a whole business down within a few seconds.

This can happen if you do not have a good bandwidth connection as you will face serious issues while loading pages and placing orders. It is impossible to make a purchase if the site you are looking at crashes down.

Ensure that your website is on the right platform where there are already precautions in place for this eventuality.

3) No possibility of tried and tested product
One of the major disadvantages of e-commerce portal is that a customer is unable to try and test the product for his own satisfaction. We are habituated to buy at physical stores after trying a product several times and suddenly it takes a lot of guts to change this lifetime habit where you cannot touch, try and test beforehand.

People miss the tangible feeling and there is always the fear that the product will not meet the standard you are expecting. This makes the consumer a bit hesitant before making a purchase.

4) Late delivery
Late delivery is one of the common disadvantages of e-commerce platforms. While ordering a product the customer is assured that it will reach him in maximum seven days or a particular time period. In most cases that does not happen and you are kept waiting for it.

Ultimately when the information reaches you that the product will be delivered on this day the portal is not specific about the timings. There are several instances when a person who is going to collect the parcel had to wait for hours for the delivery.

His whole day is wasted and he could not go outside as per his original schedule. Such a situation makes the customer angry as he feels unnecessarily harassed.

5) Some products are difficult to buy online
If you think that you can buy everything online then it is your misconception. There are products for instance eatables like ice cream, spectacles, and metals like gold and silver that you do not want to buy online even if you have the option of doing so.

You cannot trust yourself to make a purchase without visibly touching, trying, testing them and this can prove a disadvantage for an e-commerce site.  All the images and assurances cannot tempt you to buy some items, for example, you need to buy a gold and diamond bracelet.

Do you trust the online store to meet your expectations or will you make the effort and travel to a physical store to verify and then make a purchase.

6) Lack of privacy
Lack of privacy is a serious disadvantage of e-commerce. A customer has to provide his personal details before making a purchase like address, name, and phone number and so on.

Some sites do not have advanced encrypted technology that can protect your personal details from hackers and it is a cause of grave concern. This sensitive information if is leaked can create lots of problems for a consumer.

Some sites collect the sensitive details illegally and this is why people are afraid to use e-commerce portals as they have to give personal details which can be misused.

7) Tax issues
E-commerce portals are accessible in most part of the world as it is not limited to a particular geographical location. When a customer makes a purchase he has to pay the tax on it and it becomes difficult to calculate the actual sales tax levied in that place.
The consumers thus face issues during the computation of tax and this is also an added disadvantage of e-commerce.

8) Legal issues
Several cyber laws have been implemented to protect the rights of both seller and buyer. If you are looking to create a website it is important that you go through the local laws as well as cyber laws so that you do not have to face any problems later on.

A serious disadvantage of e-commerce portals is that people either take care of local laws or cyber laws and fail to realize that you need to pay attention to both of them if you want to make a success of your business.

9) Huge technological cost
E-commerce requires advanced platforms to better their performance. If it faces disturbances in the form of software, network or domain issue it will not be able to offer seamless transactions.

The apt technical infrastructure is costly and needs huge investment. It also needs to be upgraded periodically to stay with changing times. Huge technological cost for a successful venture is a disadvantage of the e-commerce portal.

10) Shipping problems
E-commerce stores run successfully because it can ship its products from anywhere to everywhere with ease. It has a strong network that helps it in its endeavor. In a physical store, a buyer chooses a product, purchases it and leaves the store with the item.

This is not so on an online store where the customer has to choose and buy and then wait for the product to arrive at his doorstep within the stipulated time frame. Shipping is an integral part of commerce and if you do not have appropriate infrastructure then it can cause serious issues and become a disadvantage of e-commerce.

11) Fear
People fear the unknown. E-commerce transactions are mostly faceless and paperless without any due proof. Most of the organizations do not have a physical existence and customers are hesitant to make card payments beforehand.

They fear that if the desired product does not arrive then they will lose their money. If this happens then how are they going to trace the online outlet and recover their hard-earned money? One of the disadvantages of e-commerce is the absence of the physical existence of the store.

12) High labour cost
 High labour cost is a serious disadvantage of the e-commerce platform. You need to hire technically sound, trained and qualified workforce for your website who are talented and capable of handling them in an efficient manner.

You need to shed a large chunk of money to hire and retain a talented pool of workers that will prove an immense help in handling all transactions.

13) Lack of personal touch
When you enter a retail outlet you are welcomed at the gate and as you enter inside there are several employees to help you in case of any difficulties. When you are online and making a choice there is no one to help you during your visit.

The personal touch at the physical store serves as an encouragement and feels good. The interaction with sales associates helps us in making choices. This is why soft personal touches are encouraged in physical outlets.

This experience is valuable but is not available at online outlets and seems like a disadvantage of e-commerce.

14) Credit card fraud
Online transactions are mostly made by debit card, credit card, and internet banking and in very few cases with cash on delivery option. Yes, the website owners try to take every available precaution to protect the card details but what if the site is hacked by cybercriminals.

It is a growing concern as we hear news of data hacks regularly. The websites need to place proper blockers in place because the customers will lose faith and will stop making online payments. Stop it before it starts proving a serious disadvantage for e-commerce sites.

15) Dependency on the website
An e-commerce site is heavily dependent on its website. If it is not properly projected or the software is not implemented the site can face technology hiccups. It then comes under the serious radar.

Customers tend to lose faith very easily and shift their loyalties to other portals that they find convenient. The portal will suffer substantial loss because of this action.

Do not keep all the eggs in one basket as the dependency on the website can prove a disadvantage of e-commerce in times of crises.

16) Severe competition
Healthy competition is considered a plus in the business sector but what happens when there are unimaginable portals for a single product. It is surely a disadvantage of e-commerce when that happens because the competition turns inwards and the companies try harder to attract a large chunk of the consumer base.

This forces them to drop their prices by allowing discounts, incentives and other allowances on their products. How are they going to recover their money? Obviously, the quality of the products suffers and at the end of the day, it is the customers who are made a fool of.

Although the popularity has forced several business houses to shift base on online medium but running an e-commerce operation is not a bed of roses as it also includes several challenges and disadvantages like a rose with thorns.

Software or web servers are necessary along with network bandwidth for a successful e-commerce transaction. Sometimes a site crashes down and you are in serious need of a product.

What will you do at that time as the only available option is a physical store? Security has become a serious issue as hackers are on the look-out for any loopholes to make mischief. Although purchasing products is easy but how can you check the quality of the product and what about its availability.

It takes a few days for the product to arrive and what will happen when you need to use the item as soon as possible. Navigating the choppy waters is not an easy feat as individuals have to face several challenges.
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