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E-commerce

wHAT You wiLL LEArN ABouT

•  The growth of e-commerce

•  The advantages and 
disadvantages of e-commerce 
for buyers and sellers

•  The importance of generating 
a user-friendly website

•  Problems with security, scams 
and hackers
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•  How would you define e-commerce?

•  Are there different types of e-commerce?

•  What are the advantages and disadvantages  
of e-commerce?

•  Which online shops do you know about?

E-commerce	is	the	buying,	selling	or	ordering	of	goods	and	services	over	the	Internet,	usually	via	the	World	
Wide	Web.	By	 linking	computers	all	around	the	world,	 the	Internet	has	brought	 the	world’s	markets	and	
people	closer	together.	Technology	has	overcome	national	boundaries	and	increased	world	trade,	opening	up	
real	growth	opportunities	for	developing	and	developed	countries.	There	are	benefits	to	be	reaped	for	both	
individuals	and	businesses.

With	just	a	few	clicks	of	a	mouse,	shoppers	can	buy	almost	any	product,	anywhere,	at	any	time	–	online.	
The	world	of	e-commerce	enables	consumers	to	shop	at	thousands	of	online	stores	and	pay	for	their	purchases	
without	 leaving	home.	It	 is	 routine	now	for	many	of	us	 to	do	our	banking	electronically	and	make	travel	
arrangements	over	the	Internet,	as	well	as	ordering	various	goods	online.	The	price	of	goods	is	often	lower	
online,	and	it	can	be	cheaper	and	faster	to	search	for	products	and	compare	prices	over	the	Internet	than	to	
visit	individual	stores,	read	catalogues	and	make	phone	calls.	

In	the	world	of	e-commerce,	if	a	business	does	not	have	a	website,	then	it	does	not	exist!	Around	the	world,	
there	has	been	a	marked	growth	in	the	number	of	businesses	eager	to	establish	a	presence	on	the	Web.	Having	
a	website	allows	a	business	to	reach	more	potential	customers	at	a	lower	cost.	

E-commerce	businesses	can	be	subdivided	into	three	categories.	

	 B2B (business to business): These	are	companies	doing	business	with	each	other,	such	as	manu-
facturers	selling	to	distributors	and	wholesalers	selling	to	retailers.

	 B2C (business to consumer):	These	are	businesses	selling	to	the	general	public,	typically	through	
online	retail	stores.

	 C2C (consumer to consumer):	There	are	many	sites	offering	free	classified	advertisements,	auctions	
and	forums	where	individuals	can	buy	and	sell	various	products.

Therefore,	whether	you	are	a	business,	a	consumer,	a	wholesaler,	a	retailer	or	a	government	agency,	you	can	
purchase,	order	or	pay	online	for	a	range	of	things	including:

	 goods	and	services

	 licences	and	taxes

	 subscriptions	to	clubs,	magazines	and	newsletters

	 bookings	and	tickets	for	travel	and	entertainment	

FigurE 5.1 Online shopping around the world!
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FigurE 5.2 Types of e-commerce 

E-commerce

B2B 
Business to business 

(wholesale)

C2C
Consumer to consumer 

(auction sites, etc.)

B2C
Business to consumer 

(retail)

	 bookings	for	facilities	and	venues

	 information	of	various	types,	including	images,	video	clips	and	audio	clips

	 research	tailored	to	meet	your	needs.

FigurE 5.3 The convenience of online shopping

Online shopping at a click of your mouse!
Online	 retail	 stores	 are	 sometimes	 called	 e-tailers.	These	 virtual	 shopfronts	 are	 websites	 that	 are	 available		
24	hours	a	day,	seven	days	a	week,	from	almost	anywhere	around	the	globe.	

Online	 shopping	offers	benefits	 that	 you	won’t	find	when	 shopping	 in	 a	 traditional	bricks-and-mortar	
store.	With	so	many	people	leading	busy	lifestyles	in	our	increasingly	‘time-starved’	society,	convenience	is		
a	key	motivator	for	the	online	shopper	with	a	tight	schedule.
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Table 5.1 Pros and cons of online shopping 

Advantages Disadvantages

•	 You	can	shop	online	whenever	it	suits	you.	

•	 You	have	access	to	a	wider	range	of	
products,	including	items	from	other	
countries.

•	 You	can	find	out	the	price	and	availability	of	
an	item	and	the	nearest	stockist	without	
having	to	make	the	actual	purchase	online.

•	 Online	shopping	can	be	convenient	for	
disabled	people,	people	in	remote	areas		
and	those	without	access	to	transport.	

•	 You	must	have	access	to	a	computer	and	to	the	Internet.		
Power	outages	and	server	downtime	can	cause	frustration.

•	 Searching	for	what	you	want	and	waiting	for	images	to	load	can	
be	time	consuming.

•	 The	amount	of	choice	available	online	can	be	confusing.	On	the	
other	hand,	some	stores	don’t	show	their	entire	range	online.

•	 Some	people	are	reluctant	to	use	their	credit	card	over		
the	Internet.

•	 With	the	added	cost	of	delivery,	goods	may	end	up	costing		
more	than	in	a	store.

Let’s go shopping!
In	recent	years,	online	shopping	has	boomed,	led	by	com-
panies	such	as	eBay,	Amazon.com	and	Yahoo!	In	fact,	eBay	
–	which	has	been	called	the	world’s	largest	garage	sale	–	is	
considered	to	be	a	global	phenomenon,	and	most	people	
have	at	least	heard	about	the	eBay	auction	website.	With		
147	million	 registered	users	 in	30	 countries,	 eBay	offers	
people	an	opportunity	to	come	together	to	buy	and	sell	a	
wide	range	of	new	and	used	items. FigurE 5.4 Amazon and eBay logos

FigurE 5.5 You can buy or sell almost anything on eBay.

™
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As	a	buyer,	you	can	browse	through	the	eBay	categories	and	place	a	bid	for	items	that	you	are	interested	in	
buying.	Just	as	in	a	normal	auction,	the	person	who	places	the	highest	bid	for	a	product	becomes	the	successful	
purchaser	–	and	is	obliged	to	buy	the	item.	For	some	items,	you	can	opt	to	‘buy	it	now’	–	usually	for	a	price	
that	is	higher	than	the	auction’s	starting	price.	

The	eBay	website	includes	an	education	centre	that	provides	clear	instructions	on	how	to	register	as	a	user	
and	how	to	auction	off	your	unwanted	possessions.	

The	success	of	eBay	has	proved	that	one	person’s	 junk	 is	another	person’s	 treasure,	and	the	company	has	
gained	a	reputation	for	selling	some	very	strange	items	for	ridiculous	amounts	of	money.	In	2004,	for	example,		
a	10-year-old	toasted	cheese	sandwich	said	to	bear	an	image	of	the	Virgin	Mary	was	sold	on	eBay	for	$28	000!

In	Australia,	 the	number	of	e-tailers	 is	on	 the	 rise	and	shopping	websites	 such	as	dStore,	MyShopping	
and	ShopSafe,	to	name	but	a	few,	have	increased	in	popularity.	Consumers	are	taking	to	cyber	shopping	with	
more	and	more	confidence.	According	to	the	Australian	Bureau	of	Statistics,	Internet	users	are	‘surfing	more,	
clicking	more	and	spending	more’.	

By	 logging	on	 to	www.aussie-shopping.com or	www.ozgateway.com.au	 you	 can	 search	directories	 that		
have	been	collated	to	assist	Australians	in	cyber-shopping	paradise!

Some	items	–	such	as	CDs,	books,	perfumes	and	computer	equipment	–	are	well-suited	to	web-based	selling.	
Other	items	–	such	as	clothing,	shoes	and	major	items	of	furniture	–	present	more	difficulties.	Consumers	may	
be	reluctant	to	buy	these	items	if	they	don’t	have	the	opportunity	to	try	before	they	buy.	It	is	frustrating	to	wait	
for	an	item	to	be	delivered	and	then	discover	that	it	is	not	what	you	wanted.	

FigurE 5.6  
Shopping online at Amazon.com
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ACTiviTiES

1  What is e-commerce?

2  Which of the following statements (a to k) apply to you? 

a  I have completed some computer studies at school.

b  For most of the IT applications I use, I was self taught.

c  I have my own computer.

d  I have access to a computer in my household.

e  I use email regularly.

f  I have my own website or web page.

g  I use the Internet for research.

h  I use the Internet to purchase items online.

i  My family uses the Internet to purchase items online.

j  I have confi dence in disclosing personal information on the Internet.

k  I expect that in the future I will be purchasing more products online.

3  Make a list of goods and services that are suited to web-based selling (e-commerce) 
and those that would be more suited to a traditional store. Compare your lists with those 
of the rest of the class.

4  Explain the advantages and disadvantages of having a web-based store compared to 
a traditional bricks-and-mortar store.

5  What do you like about eBay? What do you think has led to its booming success?

iCT

  Visit the website of an Australian Internet service provider (ISP) such as Telstra’s Bigpond, 
Optus, Yahoo, Ozemail, Netspace, Netlink, Chilli, Pacifi c Internet or Quicknet. Find out 
what is involved in setting up your own website. Include the range of options and charges.

   Design your own website. Think about the information, layout, colour and links that you will 
include. Compare your website to those of three classmates. Make a list of some of the 
similarities and differences in your designs and layouts.

THiNKiNg proCESS
A fi shbone diagram (or cause-and-effect diagram) is an analysis tool that provides a systematic 
way of looking at effects and the causes that contribute to those effects. 

Think about e-commerce as an effect. What causes have contributed to the rise of 
e-commerce? What changes in our society have resulted in such a phenomenon? 
Represent your fi ndings in a fi shbone diagram.

FigurE 5.7 Fishbone diagram

Main	cause

Effect

Main	cause

Lesser	
causes

Main	cause

Main	cause
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Case study 5.1
It’s jingle bells online

By Carin Pickworth

A simple click of the mouse button is preferential to fi ghting through a feverish crowd of Christmas shoppers 
for the 5.9 million Australians now choosing to make their purchases online. 

The number of consumers shopping on the Internet has jumped by 13 per cent  in the past 12 months, 
according  to statistics out of ACNielsen’s Online Consumer Report which surveyed 23 000 regular  Internet 
users on their purchasing habits. 

Results  showed  online  shoppers  clocked  up  $11.35 
billion  in  the  12  months  to  June  2006,  an  average  of 
$1900 in spending per online shopper.

In 2006 Australians  spent 38 per  cent more  buying 
products  online  than  they  did  in  2005,  adding  up  to 
$617 million in e-commerce Visa sales in March 2006, as 
compared to $446.9 million in the same month of 2005.

Visa International Australia and New Zealand general manager Bruce Mansfi eld said Visa data showed Visa 
debit and credit cards were used by 54 per cent of Aussie Internet shoppers to make their purchases online.

‘The data is quite astonishing given Australia’s relatively small population, and confi rms that we are among 
the leaders in embracing the Internet as a global retail chain,’ Mr Mansfi eld said.

‘The popularity of online shopping continues to grow as more retailers offer online sales and consumers are 
attracted by the convenience and the ability to access specialised products not available in the local market.

‘Cross-border sales account for about one in six of all Visa e-commerce transactions.’

He said consumer confi dence in using the Internet had increased due to advances in online security and 
cardholder authentication measures, both [of] which signifi cantly cut the risk of fraud.

‘Online sales now represent 6.6 per cent of all Visa transaction volume, up from 5.4 per cent a year ago 
and we expect this uptrend to continue,’ Mr Mansfi eld said.

Tech-savvy Australians are now ranked the third biggest online shoppers in the world, coming in just behind 
the US and UK  to  join an online  shopping  fraternity  of 627 million people worldwide who contribute  to  the 
325 million purchases recorded on the net per month.

ACNielsen statistics  released  in October  showed 87 per  cent of Australian  Internet users have made a 
purchase over the  Internet, with airline tickets, accommodation and concert tickets being the most popular 
items purchased.

ACNielsen  customised  research  director  Richard  Sandlant  said  ongoing  e-commerce  research  clearly 
demonstrates an upward trend in Australian and global online shopping.

And the numbers are increasing as the Christmas period sees anxious shoppers give the credit card a work 
out.

‘In  fact, we’ve noticed higher  than usual growth  in activity within  the past six months, mostly due to  the 
increasing number of consumers with access to broadband and wireless services from home,’ Mr Sandlant 
said.

ACNielsen fi nance director Glenn Wealands said the increase in the number of repeat online purchases by 
shoppers was a good indication Internet users were enjoying a positive Internet shopping experience. …

{ } Australians are now ranked 
       the third biggest 
online shoppers in the world

 Australians are now ranked 
       the third biggest 
online shoppers in the world
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The  world’s  most-visited  online  auction  site,  eBay,  expect  4.2  million  visitors  to  the  website  during  the 
month of December to peruse more than 105 million listings in 50 000 categories.

eBay Australia spokeswoman Sian Kennedy said the increasing popularity of online shopping was due to a 
growing dislike of crowded shopping malls by consumers.

She said eBay research revealed Australians’ pet Christmas shopping hates include crowds (74 per cent), 
queues (72 per cent), a belief prices are marked up for Christmas (51 per cent) and the hassle of fi nding a 
park (65 per cent).

‘Australians no longer have to battle the crowds and listen to repetitive jingles in the shops when they buy 
their Christmas gifts,’ Ms Kennedy said. …

Source: The Courier Mail, 15 December 2006

ACTiviTiES

1  Compare the data from 2005 and 2006 for:
  the number of online consumers
  the amount of money spent online
  online sales as a proportion of Visa transactions.

2  Outline the main reasons given in the article for the increase in online shopping in Australia.

3  Explain what factors would infl uence your decision to shop online.

4  Explain what you think the trend for online shopping will be for the next fi ve years. Provide 
reasons to justify your response.

The click or the dead!
TopiC prEviEw

•  Why is it important for businesses to have a website?

•  How does a business benefi t by implementing e-commerce?

•  How can businesses use e-commerce to reach online customers?

•  What successful online businesses do you know?

The	Internet	has	become	a	powerful	selling	tool.	It	has	radically	changed	the	way	businesses	trade	and	provide	
goods	and	has	given	them	the	ability	to	reach	a	broader	audience.	

In	the	past,	a	website	was	little	more	than	a	brochure	for	a	company,	but	today	websites	can	offer	richer	
content	and	enable	the	user	to	view,	order,	purchase	and	pay	for	products.	For	a	very	small	outlay,	anyone	can	
set	up	a	web	page	on	the	Internet.

This	means	that	almost	any	business	can	reach	a	very	large	market	–	directly,	quickly	and	economically,	
whatever	the	size	or	location	of	that	business.	Never	before	has	it	been	easier	for	a	new	business	to	access	a	
market	with	millions	of	potential	 customers,	 and	without	 the	need	 for	 expensive	 infrastructure	and	other	
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set-up	costs.	There	has	been	a	growth	of	micro markets,	which	are	online	sole	traders,	rather	like	stallholders	
at	 weekend	 markets.	 They	 have	 established	 home-operated	 stores	 specialising	 in	 various	 categories,	 such	
as	 jewellery.	These	micro	markets	have	been	made	possible	by	improvements	 in	the	available	software	and		
e-commerce	payment	security	options.	

The	Internet	also	provides	businesses	with	greater	potential	to	access	overseas	markets.	Technology	enables	
them	to	communicate,	advertise	and	transact	with	consumers	and	businesses	in	any	country	around	the	world.	

FigurE 5.8  
Sassi Jewels, an Australian online 
jewellery store

Having	an	interactive	website	presents	a	business	as	technologically	savvy	and	up-to-date.	However,	the	
main	benefit	for	sellers	is	that	they	can	reduce	their	business	costs	and	increase	efficiency.	Think	about	the	
way	 that	 Internet	 sales	 could	 reduce	 rental	 costs,	building	maintenance,	 the	number	of	 staff	 required	and	
advertising	costs.	An	online	catalogue	can	be	updated	as	often	as	you	wish	and	can	incorporate	text,	graphics,	
audio	and	video.	Potential	customers	can	get	detailed	information	about	products	and	services	at	any	time.	

A	website	is	an	important	part	of	a	company’s	online	brand image.	A	website	that	is	easy	for	new	customers	
to	navigate	will	give	a	company	an	advantage	over	a	competitor	with	a	less	user-friendly	website.	This	enables	
a	business	to	gain	a	competitive advantage	and	increase	its	market share	in	that	industry.

Reaching online customers
For	any	business	 that	operates	online,	making	potential	customers	aware	of	 their	website	 is	of	paramount	
importance.	No	matter	how	good	the	website,	 if	 customers	are	unaware	of	 its	existence	 then	 the	business	
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fails	to	capitalise	on	its	development.	Creating	a	suitable	domain name	is	an	enormous	help	in	branding	a	
business.	A	domain	name	should	be	easy	to	remember	and	spell,	and	it	should	convey	what	the	business	is	all	
about.	It	is	important	for	businesses	to	ensure	that	various	search engines	will	pick	up	the	key	terms	that	guide	
customers	to	their	site.	A	business	can	also	promote	its	website	through	email	advertising	campaigns	and	web	
advertisements.

Once	a	potential	customer	has	been	directed	to	a	business	website,	they	will	quickly	lose	interest	 if	the	
website	is	not	user-friendly.	An	online	catalogue	that	enables	customers	to	find	information,	prices	and	pictures	
in	a	quick	and	easy	way,	and	gives	them	the	opportunity	to	browse,	will	ensure	that	they	are	not	driven	away	
in	frustration	to	a	competitor’s	website.	

A	 seller’s	website	 should	 include	 shopping-cart	 facilities	 that	 allow	 easy	 selection	 (and	de-selection!)	 of	
products.	When	the	selection	of	goods	has	been	completed,	customers	must	be	clearly	directed	to	the	checkout	
where	they	can	pay	for	the	products.	Payment	facilities	that	enable	customers	to	use	a	credit	card	securely	
are	also	essential.	Encouraging	customer	feedback	on	a	website	will	help	a	business	to	meet	the	needs	of	its	
customers.	

When	setting	up	a	website,	minimising	customer	dissatisfaction	should	be	a	goal.	Most	complaints	about	
online	shopping	relate	to	the	unavailability	or	incorrect	delivery	of	stock.	The	next	most	common	complaints	
are	the	high	cost	of	delivery	and	slow	website	performance,	particularly	when	uploading	images.	Customers	
will	quickly	become	frustrated	if	they	find	something	they	want	on	a	website,	but	then	cannot	figure	out	how	
to	buy	it,	or	if	they	have	almost	completed	the	purchasing	process	before	they	discover	that	the	item	isn’t	in	
stock	or	has	a	very	high	delivery	charge.	

Advice for businesses
The	website	of	Austrade	(the	Australian	Trade	Commission)	at	www.austrade.gov.au	provides	advice	about	
making	 your	 website	 relevant	 and	 creating	 an	 effective	 online	 presence.	 It	 includes	 suggestions	 related	 to	
identifying	 your	 target	 audience	 and	 the	 purpose	 of	 your	 website.	 Austrade’s	 advice	 about	 what	 makes	 a	
website	usable	includes	the	following	hints.

	 You	can’t	control	the	way	visitors	enter,	or	how	they	choose	to	navigate	through	your	website,	therefore	
you	should	make	it	easy	for	your	visitors	to	find	the	right	information.	This	will	be	important	to	their	
impression	about	your	company.

	 People	tend	to	scan	content;	this	is	because	of	the	huge	amount	of	information	available	on	the	Internet	
and	the	difficulty	of	reading	text	on	screen.	It	is	best	to	avoid	using	long	blocks	of	text,	buzz	words	and	
complicated	language.

	 Use	half	the	number	of	words	when	writing	online	–	be	clear	and	concise.	Avoid	jargon	and	overly	exag-
gerated	or	boastful	language.	

Advice	from	Austrade	related	to	setting	up	a	website	includes	the	following	tips.

	 Listen	to	the	experiences	of	other	people.

	 Adopt	a	long-term	perspective.	Small	incremental	steps	are	better	than	one	huge	leap	of	(untested)	faith.

	 Look	for	input	from	supporters	of	your	business	–	speak	to	family,	friends,	customers	and	suppliers.	

	 Get	sound	advice	from	people	external	to	your	business.
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Case study 5.2
Online sales are starting to click

By Claire Heaney

Small businesses are exploiting online selling opportunities to grow their businesses overseas. 

The small end of town is twice as likely to use the Internet to export goods than bigger businesses. 

The fi ndings are part of a new survey of nearly 1000 customers of freight company DHL Express.

While a massive 86 per cent of businesses understood that the Internet could provide greater opportunities 
to reach customers and add to the bottom line, it was the 
smaller businesses that were actually doing more about it. 

The survey, carried out online, found:

•  FORTY-SIX per cent of micro-businesses employing less 
than 10 people were selling services and goods online to 
overseas customers.

•  WHEN the same question was posed to small and medium businesses employing 10 to 100 people, 28 per 
cent responded that they were doing business via the Internet overseas. 

•  A quarter of businesses with more than 100 on staff said they were exporting overseas. 

DHL Express senior vice-president Oceania Mr Gary Edstein said the results indicated that businesses did 
not ‘need deep pockets and an international offi ce to be a exporter’.

‘Reaching overseas customers through a website is a very attractive option for smaller businesses because 
it’s cost effective and relatively simple to set up,’ he said.

Overall, the survey found that as many as seven out of 10 businesses did not use their website to sell goods 
and services at all. 

The survey fi ndings noted that companies had said that their websites acted as good marketing tools.

Although they did not do transactions, the website gave them good exposure. 

‘The fact that around two in three respondents are not currently using the Internet to sell their goods or 
services is somewhat surprising given the high level of confi dence in it,’ Mr Edstein said.

When asked if security issues were a deterrent, 79 per cent of the survey respondents said they believed it 
was a safe way to buy goods and services. They believed 71 per cent of their customers shared their confi dence 
in the use of the Internet. He said this was refl ected in DHL’s own business.

‘Clearly our customers are comfortable with online solutions to help them export, so it would be great to see 
them taking the next step and directly reaching their customers this way,’ Mr Edstein said.

The  survey  found  those  businesses  that  had  opted  to  do  business  online  were  fi nding  that  there  were 
signifi cant benefi ts. 

Fifty-four per cent said the reason for them to export was cost effectiveness. 

A further 23 per cent said customers preferred it and 11 per cent said exporting via the Internet allowed 
them to cut out the middleman.

‘These factors should serve as an inspiration for the 45 per cent of businesses who will defi nitely or probably 
consider online exporting in the next fi ve years,’ he said. 

‘And for those ready to make the leap, support is available.’ 

He pointed to the Austrade Exporting Online handbook as being of valuable assistance to businesses which 
want to look beyond Australia. 

Source: Herald Sun, 29 June 2006

{ }86 per cent of businesses 
understood that the 

Internet could provide 
greater opportunities

86 per cent of businesses 
understood that the 

Internet could provide 
greater opportunities
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Click for convenience!
Consumers	in	recent	times	have	been	drawn	to	online	shopping	not	only	because	it	is	convenient,	but	also	
because	it	is	affordable.	You	may	have	heard	someone	boasting	about	buying	goods	on	the	Internet	at	bargain	
prices.	Have	you	bought	anything	online	that	was	considerably	cheaper	than	in	a	retail	store?

Let’s	take	a	look	at	two	well-known	online	companies,	Dell	Inc.	and	Webjet.	

The	success	of	Dell	Inc.	is	a	classic	example	of	what	can	be	achieved	through	e-commerce.	The	secret	of	
Dell’s	success	 is	 that	 it	offers	personal	computers	–	that	can	be	customised	by	adding	various	components	
–	direct	from	an	online	site.	With	no	retailer	and	no	‘middleman’,	this	means	lower	prices	for	consumers.	
Rather	than	holding	inventory	and	waiting	for	people	to	come	and	buy	it,	Dell	takes	the	order,	gathers	the	
components,	puts	the	computer	together	and	delivers	it	to	the	customer	in	a	very	short	time.	

ACTiviTiES

1  What percentage of small businesses were selling products online compared to larger businesses?

2  What might be the reasons for the lag of larger businesses going online?

3  Think of some possible reasons why seven out of 10 businesses had created websites but did 
not use them to sell their goods and services.

iCT

Imagine that you are an Austrade consultant employed to offer exporting advice to new Australian 
businesses. Log on to the Austrade website at www.austrade.gov.au and research the benefi ts to 
a business of investing in e-commerce. Prepare a pamphlet for Australian businesses, summarising 
your research and fi ndings.

FigurE 5.9 
Dell Inc., an online 
computer store
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By	logging	on	to	Dell’s	website,	a	customer	can	purchase	a	personal	computer,	printer,	digital	camera	or	
various	services	–	all	from	the	comfort	of	a	desk	chair	and	with	the	click	of	a	mouse.	Consumers	also	have	
access	to	customer	service	consultants	on	a	toll-free	support	line.	

Dell	has	built	up	a	reputation	for	maintaining	the	highest	quality	in	its	product,	keeping	in	touch	with	
customers	and	consistently	delivering	products	as	promised.	This	has	established	a	strong	brand	image	and	
given	Dell	a	lead	over	its	competition.	

Webjet	–	which	bills	itself	as	Australia’s	leading	online	retailer	of	discount	flights	–	is	another	example	of	
a	successful	e-business.	Webjet	advertises	last-minute	discount	rates	and	its	services	include	travel	insurance,	
accommodation	and	car-hire	packages.	

Through	Webjet,	customers	can	quickly	find	the	best	possible	deal	from	a	variety	of	sources.	For	example,	
if	you	are	planning	a	holiday	to	the	Gold	Coast,	you	can	log	on	to	Webjet	and	immediately	compare	prices	
and	flight	details	for	Virgin	Blue,	Qantas	and	Jetstar,	Australia’s	domestic	airlines.	This	helps	you	to	find	the	
best	possible	deal	without	having	to	navigate	each	airline’s	website	separately	or	visit	a	traditional	travel	agency.	
You	can	save	both	time	and	money	–	and,	as	the	saying	goes,	time	is	money!

Both	Dell	and	Webjet	have	developed	advertising	strategies	that	include	a	strong	physical	media	presence	
through	television,	billboards,	newspapers	and	other	media.

FigurE 5.10  
Webjet Australia, online travel

ACTiviTiES

1  List the reasons that a business should have a website.

2  What makes a good website?

3  Create some examples of business names and suitable domain names for each of the 
following types of businesses.
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  A fashion boutique    A building products hire company

  An antiques dealer    A bookstore

  A local gymnasium

4  Use the following checklist to survey local businesses about the way they use e-commerce.

Business name: Yes/no

Communicates	with	customers,	clients	or	suppliers	via	email.

Orders	products	or	services	from	other	business	via	email.

Sells	products	or	services	via	own	website.

Finds	supplier	information	on	the	Web.

Researches	other	information	(such	as	trends)	on	the	Web.

Checks	competitors’	products,	prices,	and	so	on	via	the	Web.

Provides	information	about	own	products	and	services	on	business	website.

Collects	customer	enquiry	information	for	the	business.

Uses	the	Internet	for	online	banking.

Offers	specials	or	discount	prices	for	products	on	the	Web.

iCT

  Using the Internet, research a selection of online shops trading in Australia. Create 
a table and record the name of each e-tailer, their website address and the type of 
product(s) they sell. 

  Happy birthday! You have received some birthday money that will enable you to purchase 
a new 80GB Apple iPod. Using the Internet, fi nd the best and cheapest deal you can get 
on this product. Remember to make a list of the online shops that you visit, the prices 
they charge (including delivery) and any other services or benefi ts that you may receive 
with your purchase. 

  Investigate online advertising. Surf the Internet, visiting websites for different industries, 
such as banking, telecommunications, education, entertainment and fi nance. List the 
types of advertisements that pop up. 

  Explore the Internet and identify the online auction sites that operate in Australia. Record 
their names and web addresses.

  Find out the price of a holiday to Hawaii if you book airline tickets and accommodation for 
seven days through an online e-tailer. Compare the price offered by a local travel agency. 

EXTENSioN ACTiviTY
Imagine that you are a budding entrepreneur and have always longed to start your own 
business, but you have very little capital – that is, money! A friend suggests you start an 
online business, which you could develop to reach potential customers worldwide. Prepare a 
written report that will assist you in planning the business you have always dreamed about. 
Include the following details.
a  The type of online store

b  A list of the products and services that you intend to sell
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c  Why you have chosen this type of business

d  Your target market

e  What type of suppliers you will need

f  How you will advertise your business/website

g  What special features you would consider including in your website to give it a competitive 
advantage over other websites?

Case study 5.3
The sweet taste of e-commerce success

By Adam Turner

Tucked away in a suburban bottle shop, Bert Werden is a seven-year e-commerce veteran whose site now turns 
over $4 million a year. … 

Werden quietly built his WineStar online cellar from the back of a Strathmore bottle shop in Melbourne’s 
north. 

WineStar hosts the most popular wine forum outside the US, receiving a million hits a month. But it was 
uncorked in 1997 as a fi ve-page website with an order form. 

‘A guy who used to come in here and buy Jim Beam-and-cola cans said we should go online,’ Werden says. 

‘I  designed our  fi rst website  in Excel but we still  found people actually  using  it, which amazed us …  It 
went from fortnightly inquiries to weekly inquiries to daily inquiries, so we thought we should look at the full 
e-commerce bit.’ …

At  the  peak  of  the  e-commerce  hype,  WineStar  was  quoted 
$50 000  to  build  an  e-commerce  website.  Werden  resisted 
the  temptation  to  build  an  expensive  site  in  the  hope  customers 
would come and instead bought a $200 off-the-shelf e-commerce 
package. He customised the package himself and also started an 
online wine forum for customers, which he follows closely to predict 
sales trends. …

‘I  think  we’ve  succeeded  because  we’ve  made  an  impersonal 
medium quite personal with  features such as  the  forum,’ Werden 
says. ‘Now we need to build on this by winning over the older market 
– those in their 50s and over who may be comfortable using email 
and the web but haven’t embraced e-commerce.’ …

The new Brisbane owners of dStore, one of the darlings of Aus-
tralia’s  short-lived dotcom affair,  have  taken heed  from  the  lessons 
of  the  past  four  years.  In  2001, while  in  receivership,  dStore was 
bleeding $300 000 a month, which was less than it was losing when it 
was trading because of a technology and business model that saw the 
cost of fi lling an order rise to more than what the consumer paid. 

Under  HotShed,  dStore  turned  its  profi t  after  only  nine  months, 
says HotShed and now dStore chief executive, Andrew Cooper. 
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‘When  dStore  was  launched  we  looked  at  it  and 
thought  it was amazing but everyone’s expectations of 
e-commerce were far too high,’ Cooper says. … 

‘A  lesson that we’ve taken out of dStore  is that we 
gear  our  advertising  towards  fi nding  those  consumers 

that do shop online rather than trying to convert consumers into online shoppers,’ Cooper says. 

‘dStore is a profi table business now, it’s just nowhere as big as the original investors intended it to be. … 
E-commerce does fundamentally change the way people do business’ …

It  is a  formula  that served WineStar well.  It has a growing customer base and Werden has  turned his 
attention to the building phase. Preparing to fi ght off the next onslaught from online competitors, he hopes to 
move WineStar from the back room into its own premises and modernise the inventory system.

‘Strathmore Cellars and WineStar are getting in each other’s way,’ Werden says. 

‘The retail giants such as Woolworths and Coles are eventually going to make another big push and that will 
be our biggest challenge.’ …

Source: The Age, 7 December 2004

ACTiviTiES

1  What is the name, location and type of business that is the main focus of this article? 

2  Describe the entrepreneurial traits that Bert Werden possesses.

3  Create a timeline of events for this e-commerce business.

4  Explain the reasons provided in the article for the success of this e-commerce business.

5  Explain how you think an ‘online wine forum for customers’ could be a benefi t.

6  Evaluate the advantages and disadvantages of being a small e-commerce business as opposed 
to being a retail giant like Woolworths or Coles.

Safe and sound

{ }

TopiC prEviEw

•  Why has online security become such a major issue?

•  What security fears do consumers have about online shopping?

•  How can new technology help maintain security?

•  What is the online shopping checklist for consumers?

One	aspect	of	e-commerce	that	has	emerged	as	a	major	issue	is	security.	When	you	shop	in	cyberspace,	things	
can	go	wrong	–	just	as	they	can	when	you	shop	in	the	real	world.	The	possibility	of	online	fraud	is	a	concern	
for	both	consumers	and	online	retailers.

Many	consumers	are	wary	of	sending	their	credit	card	details	and	other	personal	or	fi	nancial	information	
across	the	Internet.	Some	consumers	are	hesitant	to	purchase	from	a	retailer	with	whom	they	are	not	familiar.	

WineStar was quoted
         $50 000 to build an 
e-commerce website

WineStar was quoted
         $50 000 to build an 
e-commerce website
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Consumer	concerns	include:

	 the	 possibility	 of	 receiving	 defective	 goods,	 the	
wrong	goods	or	no	goods	at	all!	

	 the	possibility	of	hackers	accessing	and	selling	email	
addresses	and	other	personal	or	financial	information

	 email	 scams	 known	 as	 phishing	 or	 spoofing	 in	 which	
consumers	receive	emails	from	dishonest	sources	disguised	as	
messages	from	trusted	retailers	or	financial	institutions.

Online	 retailers	 are	 also	 concerned	 about	 security.	They	 are	 aware	of	 consumers’	wariness	 and	 are	 also	
concerned	about	the	security	and	reliability	of	their	own	computer	systems.	

In	 response	 to	 security	 concerns	 about	 sending	 credit	 card	details	 and	personal	 information	 across	 the	
Internet,	Visa	 and	MasterCard,	 together	with	 electronic	 companies,	have	developed	 the	Secure	Electronic	
Transaction	(SET)	protocol.	Cryptography	is	used	to	verify	the	authenticity	of	the	parties	involved	in	online	
card	transactions.	That	is,	encryption	technology	is	used	to	encode	information	so	that	it	can	be	transmitted	
securely.	Smart	cards	or	computer	hard	drives	can	store	this	coding.	

It	is	important	for	both	e-tailers	and	consumers	to	take	precautionary	measures	to	ensure	that	Internet	secur-
ity	is	maintained.	Customers	need	to	ensure	that	their	personal	information	is	kept	safe	and	that	transactions	
are	carried	out	securely.	The	Australian	Competition	and	Consumer	Commission	(ACCC)	website	includes	
an	online	shopping	checklist for	consumers	shopping	online.	The	headings	from	this	checklist	are	as	follows.	

	 Identifying info:	Do	you	know	who	you’re	dealing	with?

	 Description of product:	Do	you	know	what	you’re	buying?

	 Cost and currency:	Do	you	know	how	much	you’re	paying?

	 Confirm the order:	Do	you	know	if	your	order	is	correct?

	 Applicable law:	Do	you	know	which	country’s	laws	will	apply	to	the	transaction?

	 Privacy:	Do	you	know	how	any	personal	information	you	submit	will	be	treated?

	 Payment mechanism:	Do	you	know	what	sort	of	online	security	the	website	has	for	processing	your	
payment?

	 Print out details:	Do	you	have	printed	copies	of	the	terms	of	your	agreement?

	 Delivery: Do	you	know	how	long	it	will	take	for	the	product	to	get	to	you	and	who	to	call	if	it	doesn’t	
arrive?

	 Terms and conditions:	Do	you	know	all	the	terms	and	conditions?

	 Refunds and warranties:	Do	you	know	the	business’s	return,	exchange,	refund	and	warranty	policies?

	 Complaint handling and dispute resolution:	Will	 you	 have	 access	 to	 a	 complaints	 handling	
process	or	any	external	dispute	resolution	mechanisms?

	 Beware of internet scams.

For	more	detail,	go	to	www.accc.gov.au and	find	the	‘Online	shopping	checklist’.

FigurE 5.11 Online security
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ACTiviTiES

1  Compile a list of measures that both consumers and e-tailers should take to ensure the 
highest possible online security.

2  Compile a list of do’s and don’ts to avoid getting involved in online scams.

3   Investigate Australian laws relating to e-commerce.

4  Create an advertisement to help a business promote what it has done to develop and 
maintain online security for its customers.

5  Predict the future of e-commerce. What might it be like in 15 years’ time?

iCT

  In groups, research the Internet to fi nd out about smart card technology. Create a poster 
to be displayed in the classroom.

   In small groups, research online security concerns, such as:
  credit card fraud    modem jacking
  identity theft    domain name renewal scams
  scam offers    spyware and key loggers.
  ‘free’ offers on the Internet

Prepare an information pamphlet that you could distribute to the rest of your class.

THiNKiNg proCESS
The fi ve why’s is a technique used to get to the root of a problem and can assist your 
understanding of an issue. Begin with a central question: ‘Why …’. Refl ect on the answer to 
this question and then repeat the steps until you have asked ‘why?’ fi ve times. For example:
  Why isn’t the data gathered through the staff survey being used to inform plans for 

curriculum planning? Because the data gathered was unreliable. 

  Why? Because only a handful of teachers responded to the survey.

  Why? Because the survey was distributed too late and teachers didn’t have time to respond.

  Why? Because the surveys were left in the offi ce. 

  Why? Because we didn’t have an effective plan and distribution system in place. 

Think of a question related to online security and use the fi ve 
why’s technique to explore the issue.
  Using the Internet, research the available range of computer 

software (such as Norton AntiVirus) that consumers and 
businesses can use to improve the safety of browsing, 
sending emails and purchasing products online. Create a 
report that includes (for each product researched):

  the name of the product

  the key features and type of protection offered

  the target group for the product (for example, students, 
consumers, businesses).

  A ‘dot-com’ is an Internet-based company that does most of 
its business online. Use the Internet to fi nd out about the 
dot-com ‘bubble’ that resulted in the failure of many online 
businesses (which then became known as dot-bombs or 
dot-cons). Explain the cartoon in Figure 5.12.

FigurE 5.12 A dot-con?
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Case study 5.4
Phishing for security
The need for better banking security has been highlighted by recent phishing and other attacks. Banks claim 
their systems are safe, but are they, and who is responsible for losses?

A  few weeks ago, a hacker  installed keystroke  logging software  in a Wellington  [New Zealand] cybercafe 
and within three minutes, began gathering the user names and passwords of people doing their online banking 
there.

Details of the incomes, savings and spending patterns of numerous Westpac, BNZ, ANZ, National, Kiwibank 
[and] PSIS customers were accessed. The police, reported the Sunday Star-Times, also warned the 1.4 million 
New Zealanders who bank online that such a practice is ‘very risky’.

Phishers targeted Westpac and some NZ banks last year. The popular Trade Me website was also a victim in 
February, prompting the online auction site to create a new section advising users what they can do to protect 
themselves from internet fraudsters.

Early last month, Westpac and other banks blocked access to online banking for hundreds of their customers 
because their PCs had become infected with ‘spyware’ from US company MarketScore, which monitors PC use 
and sells the information for marketing purposes.

The perils of banking and trading online have been known for years, but the recent Sunday Star-Times report 
following these and other recent cases, brought banking security to the public mind like never before, with the 
National Party opposition demanding the Labour-led government ‘to do something’.

Blame game
But just who is to blame should you fi nd your bank account raided by a phishing or Trojan scam? It all depends 
on the fi ne print of your banking conditions as much has yet to be set in law. …

Losing a conventional credit card puts the user at risk from losing up to $50 for fraudulent transactions and 
the same applies with online banking. However, clauses exist concerning ‘negligence’ in maintaining security and 
that is yet to be strictly defi ned, so case-by-case seems to be the way. …

 ‘Put bluntly, if you are not diligent about your online security, you could lose everything – plus all the credit you 
have available,’ Thompson [an Auckland-based independent security expert] writes on his website.

However, he says the banks are responsible for authenticating the person performing the transactions. They 
must prove you are the owner of the account before you withdraw the money, and since such proof is harder to 
obtain online, then two-factor authentication is necessary. …

Safety assurances
Westpac internet business manager Henry Davies claims that subject to the ‘right precautions,’ internet banking 
can be the safest form of banking around, adding that cheque, ATM and other fraud is much more prevalent.

Davies  adds  that  people  can  also  beat  keystroke  logging  software  because  it  does  not  capture  mouse 
movements. …

Westpac is looking at moving to two-step authentication processes, as is ANZ, but Westpac believes that if 
security methods make access too complicated, customers will be turned off online banking.

National Bank agrees, claiming this has been borne out by trials with  its own customers. Shona Bishop, 
general manager of channels, says it uses sophisticated security systems and it advises customers to install 
fi rewalls and AV software at home and never to bank online in a public cybercafe.
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The  bank  raised  the  issue  of  plastic  authentication 
tokens, but customers did not want the hassle of needing 
extra passwords and complications.

The  issue  was  not  about  online  banking  security, 
Bishop explains, but Internet security. Thanks to the banks 

own  ’sophisticated  technology,  security  and  processes’ 
customers need not worry if they took the ‘necessary and sensible steps’ as outlined.

Indeed, banking software can even detect unusual  transactions, outside the normal pattern of customer 
use. Thus, the bank would warn customers, say, of transactions in Malaysia, if the user was in Wellington the 
day before. …

In Australia, as banks plan to make two-factor authentication mandatory, other IT analysts also warn new 
spyware and Trojan technology can make two-factor authentication obsolete.

However, Bendigo Bank seems happy with its token-based system introduced recently following a phishing 
attack at the bank, claiming a fi fth of customers have bought its $16.50 tokens.

In place of pin-pad log-ins, as used in Germany, the Netherlands and CitiBank of America, some experts say 
another option is to use a mouse instead of a keyboard to click on random digits.

Last month’s CEBIT trade fair  in Hanover, Germany, highlighted many concerns over online security, with 
Microsoft calling for password-only IDs to be a thing of the past.

Vendors and related security experts also raised the prospect of digital identities allowing users to reduce 
the number of credit cards, loyalty cards and other proofs of identity that they carry.

Smart cards, digital passports and national ID cards could carry information for many purposes, possibly 
even using biometric information.

However, even here, while making criminal activity very hard to succeed, experts agree making systems 
infallible would be impossible.

Source: The Age, 8 April 2005

{ }

ACTiviTiES 

1  What security issues have been raised in the article?

2  Explain whose responsibility it is to ensure that online security is maintained.

3  Explain why smart card technology is being developed.

4  Describe what you think the Australian Government can do to deter online fraud.

      But just who is to blame 
should you fi nd your bank 
   account raided?

      But just who is to blame 
should you fi nd your bank 
   account raided?
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Taking care of business

Rich task
Businesses are rapidly becoming aware of the part that can be played by communication technology in 
simplifying business procedures and increasing effi ciency. E-commerce allows for goods and services 
to be bought, sold and paid for using electronic means, via the Internet.

Part A
Your  task  is  to  research  this  technology by  investigating  two online  shopping sites and prepare a 
written report of approximately 500 words. Answer the following questions for each site.

1  Is the home page visual and attractive?

2  Describe the search facilities used to fi nd a specifi c product.

3  Is it clear what types or categories of products are available?

4  Are the products described in text only, or are pictures also used?

5  Is there a shopping cart or a list of goods selected for purchase?

6  Is there a running total of goods selected so far?

7  How are you advised if the item is not available?

8  Can the buyer select from a choice of delivery methods?

9  What methods of payment are offered?

10 What security is there for information provided by the consumer?

11 Is there an email address?

12 Did you fi nd the site information rich, making a purchase easy?

13 Does the trader have a physical site as well as online trading?

14 Is there an evident target market for the site?

15 What are some other advantages or disadvantages of this site?

16 Make a comparison of the two sites and suggest which one is easier to use and why.

Part B

1  Select a product of your choice and compare the price from each online shopping site and the 
price charged by your nearest shop. Take into consideration any delivery charges involved. 

2  Who offers the cheapest price? Is this what you expected?

3  If someone were to ask you about purchasing goods online, what would you tell them from your 
experience navigating these two sites?

4  What effects do you think online shopping will have on the individual user, the online business and 
society in general?
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Chapter review
•  The growth of the Internet has brought the world closer together, assisting in the worldwide trade 

of goods and services.

•  E-commerce is the buying, selling or ordering of goods and services on the Internet.

•  E-commerce enables consumers to shop at thousands of online stores, anywhere and at any time 
without leaving the comfort of home.

•  Types  of  e-commerce  are B2B  (business  to  business),  B2C  (business  to  consumer)  and C2C 
(consumer to consumer).

•  Online retail stores are known as e-tailers.

•  There are advantages and disadvantages of online shopping for both consumers and sellers.

•  Companies like eBay, Yahoo! and Amazon.com have led e-commerce growth around the world.

•  Some products are better suited to web-based selling than others.

•  A website is a marketing tool for a business, and is important for its success and brand image.

•  Having an interactive and user-friendly website can reduce business costs, increase effi ciency and 
provide a competitive advantage.

•  A business can advertise  its website to help ensure that potential customers are aware of  its 
existence.

•  Dell Computers and Webjet are examples of Australian businesses that have achieved success 
through e-commerce.

•  Online fraud and security, and the presence of scams and hackers accessing personal consumer 
information, are growing concerns to the to e-commerce industry.

•  The ACCC website offers an online shopping checklist to increase consumer awareness.

Chapter review questions
1  What is e-commerce? Explain what has led to its emergence.

2  What types of e-commerce are there? Explain what each type means.

3  Explain the advantages and disadvantages of e-commerce for consumers.

4  Explain the reasons for the success of Dell Computers and Webjet.

5  Which products are not particularly suited to web-based selling? Provide reasons.

6  What are online stores called? Why is an online store’s website an important marketing tool?

7  How can a business ensure that its online store will be a success? What does the business need 
to do?

8  Why are online fraud and security growing issues in relation to e-commerce?

9  Explain who should be responsible for ensuring that online security is maintained.

10 Outline  the  benefi ts  to  a  consumer  of  using  the ACCC’s  online  shopping  checklist.  Explain  fi ve 
different points in the checklist and their value to a consumer.
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