IDEAGROUPPUBLISHING

ﬁ 701 E. Chocolate Avenue, Suite 200, Hershey PA 17033-1240, USA ITB9661
Tel: 717/533-8845; Fax 717/533-8661; URL-http://www.idea-group.com

Chapter XVII

Managing Operationsin
the E-Commerce Era:
Requirements
and Challenges

Henry Aigbedo
Oakland University, USA

ABSTRACT

Of the many innovations that have impacted humanity during the last millennium, the
Internet can be considered by far the most pervasive: It istransforming different facets
of human activity, not the least of which are business transactions. One of the
fundamental issues that a given firm's management seeks to address, is how best to
utilize input resources to provide customers with goods and services of higher value,
thus generating profits and increasing market share. To facilitate activities embodied
in this transformation process, a growing number of firms now use the Internet. This
chapter analyzes the interrelationship between e-commerce and operations, and
assessestherole operations should play to ensur e the success of business-to-consumer
and business-to-business e-commerce. It also proposes how to address key issues in
order to harness the full capability of the Internet for commerce.
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INTRODUCTION

Sinceitsintroductionalittleover 10 yearsago, thelnternet hashad profound impact
on many areas of human endeavor; indeed, far more than had been imagined or
anticipated. This ranges from its impact on society through its use in government,
education, medicine, engineering, as well as in business. Considering the number of
people involved, as well as the amount of money that has been transacted, it seems
reasonable to infer that it has had the greatest impact in business during the past
millennium. It continues to play a significant role in shaping enterprises in the new
millennium.

Results of surveys by many information research firms provide projections about
the level of e-commerce as the years go by. Forrester Research, for example, projects
unprecedented growth in Internet-related business transactions worldwide in general,
andintheU.S. inparticular. Thegroup suggeststhat e-commerceisexpected to account
for morethan 6.2trilliondollarsof worldtradein 2005, and that tradeinthe U.S. through
the Internet will exceed 1 trillion dollars by the year 2005. AMR research firm based in
Boston, USA, indicated that sales through the Internet in 1998 amounted to 43 billion
dollarsandit estimatesthat thiswill grow to about 1.3 trillion dollarsby 2005. Although
the estimates and projections differ depending on the agency, one common thread that
runs through them is the exponential rate of growth of e-commerce with time. It is
instructiveto observethat thisgrowth trend and the order of growth are similar to those
predicted for computer processing speed. The Internet is having tremendousimpact in
two main areas of business: business-to-consumer (B2C) and business-to-business
(B2B) transactions.

The increase in B2C transactions is closely tied to the number of people with
Internet access. Therapid technol ogical advancement and shortened product lifecycles
in the computer industry has resulted in significant reduction in the price of computers
over thelast 10to 15years. Therehasal so been anincreasebothinthenumber of Internet
serviceprovidersaswell asdevel opment in Internet accesstechnology suchasDSL and
cablelinkages. Thesetrendswill further increasetheaccessibility of thelnternet to many
people. Several pollsindicatethat morethan half of Americansown personal computers:
A poll conducted by Maritz research group (Maritzresearch, 2000) indicatesthat in 2000,
60 percent of Americans owned a computer, 18 percent more than the figure for the
previous year. Although the percentage of people subscribing to Internet service is
small, the percentage having accessto thelnternetishigh. Thisisinview of thefact that
most public libraries, companies, and offices have computers with Internet linkage. In
fact, arecent University of CaliforniaLosAngeles (UCLA) study indicatesthat over 70
percent of Americans are online (Plotnikoff, 2001). Although it istrue that not all who
have Internet access carry out purchases online, reports indicate that a reasonable
percentage of those who have access to the Internet, purchase things online.

One of numerous benefitsof purchasing onlineinclude convenience, ascustomers
can search for desired products and services online (e.g., books from Amazon.com) by
simply carrying out a search from the comfort of their own homes. In the same vein,
customers can easily compare prices and features of products. These advantages are of
particular importance to people who are very busy and cannot afford the time to move
from shop to shop, comparing prices or features of items they are interested in. Dell
Computers, by using its direct marketing model whereby customers configure their

Copyright © 2004, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



19 more pages are available in the full version of this
document, which may be purchased using the "Add to Cart"
button on the publisher's webpage: www.igi-
global.com/chapter/managing-operations-commerce-
era/24254

Related Content

Artificial Neural Networks for Business Analytics

William A. Young Il, Trevor J. Bihland Gary R. Weckman (2014). Encyclopedia of
Business Analytics and Optimization (pp. 193-208).
www.irma-international.org/chapter/artificial-neural-networks-for-business-analytics/107227

Optimal Policy for an Unreliable Service System

Gautam Choudhuryand Lotfi Tadj (2014). Encyclopedia of Business Analytics and
Optimization (pp. 1711-1724).
www.irma-international.org/chapter/optimal-policy-for-an-unreliable-service-system/107361

The Study on the Application of Business Intelligence in Manufacturing: A
Review

Ernie Mazuin Binti Mohd Yusofand Ahmad Rizal Mohd Yusof (2013). International
Journal of Business Intelligence Research (pp. 43-51).
www.irma-international.org/article/study-application-business-intelligence-manufacturing/76911

Customer Satisfaction in the Context of Online Gaming Service: The Hedonic
Experience Factor

Jiming Wu (2014). International Journal of Business Analytics (pp. 63-80).
www.irma-international.org/article/customer-satisfaction-in-the-context-of-online-gaming-
service/117549

Six Sigma Innovation and Design

Rick Edgeman (2014). Encyclopedia of Business Analytics and Optimization (pp.
2190-2200).
www.irma-international.org/chapter/six-sigma-innovation-and-design/107405



http://www.igi-global.com/chapter/managing-operations-commerce-era/24254
http://www.igi-global.com/chapter/managing-operations-commerce-era/24254
http://www.igi-global.com/chapter/managing-operations-commerce-era/24254
http://www.irma-international.org/chapter/artificial-neural-networks-for-business-analytics/107227
http://www.irma-international.org/chapter/optimal-policy-for-an-unreliable-service-system/107361
http://www.irma-international.org/article/study-application-business-intelligence-manufacturing/76911
http://www.irma-international.org/article/customer-satisfaction-in-the-context-of-online-gaming-service/117549
http://www.irma-international.org/article/customer-satisfaction-in-the-context-of-online-gaming-service/117549
http://www.irma-international.org/chapter/six-sigma-innovation-and-design/107405

