
ADVANCE E-COMMERCE

Topic Objective:

After completing this chapter the reader should be able to:

 Understand various Electronic business methods

 Understand Issues faced by individuals and other industries while using E- Business

Definition/Overview:

Buy-side e-commerce: Buy-side e-commerce refers to electronic transactions concerned

with the purchase and inbound logistics of goods such as a supermarket coordinating

purchases from its suppliers.

Sell-side ecommerce

Sell-side ecommerce concerns transactions related to the sale and distribution of goods such

as a supermarket selling direct to its customers.

Business-to-business(B2B) is a term commonly used to describe electronic commerce

transactions between businesses, as opposed to those between businesses and other groups,

such as business and individual consumers (B2C) or business and government (B2G).

B2B is also commonly used as an adjective to describe any activity, be it B2B marketing,

sales, or e-commerce, that occurs between businesses and other businesses rather than

between businesses and consumers. Similar to B2B, B2G is often meant to refer to B2G

Marketing.

Business-to-consumer (B2C, sometimes also called Business-to-Customer) describes

activities of E-businesses serving end consumers with products and/or services. It is often

associated with electronic commerce but also encompasses financial institutions and other

types of businesses. B2C relationships are often established and cultivated through some

form of Internet marketing.
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Key Points:

1. Electronic business methods

Electronic business methods enable companies to link their internal and external data

processing systems more efficiently and flexibly, to work more closely with suppliers and

partners, and to better satisfy the needs and expectations of their customers.

In practice, e-business is more than just e-commerce. While e-business refers to more

strategic focus with an emphasis on the functions that occur using electronic capabilities, e-

commerce is a subset of an overall e-business strategy. E-commerce seeks to add revenue

streams using the World Wide Web or the Internet to build and enhance relationships with

clients and partners and to improve efficiency using the Empty Vessel strategy. Often, e-

commerce involves the application of knowledge management systems.

E-business involves business processes spanning the entire value chain: electronic purchasing

and supply chain management, processing orders electronically, handling customer service,

and cooperating with business partners. Special technical standards for e-business facilitate

the exchange of data between companies. E-business software solutions allow the integration

of intra and inter firm business processes. E-business can be conducted using the Web, the

Internet, intranets, extranets, or some combination of these.

1.1 Subsets

Applications can be divided into three categories:

Internal business systems:

o customer relationship management

o enterprise resource planning

o document management systems

o human resources management

Enterprisecommunication and collaboration:
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o VoIP

o content management system

o e-mail

o voice mail

o Web conferencing

o Digital work flows (or business process management)

Electronic commerce - business-to-business electronic commerce (B2B) or business-

to-consumer electronic commerce (B2C):

o internet shop

o supply chain management

o online marketing

Electronic business methods enable companies to link their internal and external data

processing systems more efficiently and flexibly, to work more closely with suppliers

and partners, and to better satisfy the needs and expectations of their customers.

In practice, e-business is more than just e-commerce. While e-business refers to more

strategic focus with an emphasis on the functions that occur using electronic

capabilities, e-commerce is a subset of an overall e-business strategy. E-commerce

seeks to add revenue streams using the World Wide Web or the Internet to build and

enhance relationships with clients and partners and to improve efficiency using the

Empty Vessel strategy. Often, e-commerce involves the application of knowledge

management systems.

E-business involves business processes spanning the entire value chain: electronic

purchasing and supply chain management, processing orders electronically, handling

customer service, and cooperating with business partners. Special technical standards

for e-business facilitate the exchange of data between companies. E-business software
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solutions allow the integration of intra and inter firm business processes. E-business

can be conducted using the Web, the Internet, intranets, extranets, or some

combination of these.

1.2 Security concerns

Information security is important both to companies and consumers that participate in

online business. Many consumers are hesitant to purchase items over the Internet

because they do not trust that their personal information will remain private.

Encryption is the primary method for implementing privacy policies.

Recently some companies that do business online have been caught giving away or

selling information about their customers. Several of these companies provide

guarantees on their websites, claiming that customer information will remain private.

Some companies that purchase customer information offer the option for individuals

to have their information removed from the database, also known as opting out.

However, many customers are unaware if and when their information is being shared,

and are unable to stop the transfer of their information between companies if such

activity occurs.

Another major security concern that consumers have with e-commerce merchants is

whether or not they will receive exactly what they purchase. Online merchants have

attempted to address this concern by investing in and building strong consumer brands

(e.g., Amazon.com, eBay, Overstock.com), and by leveraging merchant/feedback

rating systems and e-commerce bonding solutions. All of these solutions attempt to

assure consumers that their transactions will be free of problems because the

merchants can be trusted to provide reliable products and services. Additionally, the

major online payment mechanisms (credit cards, PayPal, Google Checkout, etc.) have

also provided back-end buyer protection systems to address problems if they actually

do occur.

1.3 Broadband-induced trends

Online advertising techniques have been dramatically affected by technological

advancements in the telecommunications industry. In fact, many firms are embracing
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a new paradigm that is shifting the focus of online advertising from simple text ads to

rich multimedia experiences. As a result, advertisers can more effectively engage in

and manage online branding campaigns, which seek to shape consumer attitudes and

feelings towards specific products. And just what is the critical technological

development that is fueling this paradigm shift? The answer: Broadband.

In March 2005, roughly half of all American homes were equipped with broadband

technology. By May 2008, broadband technologies had spread to more than 90% of

all residential Internet connections in the United States. When one considers a

Nielsens study conducted in June 2008, which estimated the number of U.S. Internet

users as 220,141,969, one can calculate that there are presently about 199 million

people in the United States utilizing broadband technologies to surf the Web.

As a result, all 199 million members of this burgeoning market have the ability to

view TV-like advertisements with the click of a mouse. And to be sure, online

advertisers are working feverishly to design rich multimedia content that will

engender a warm-fuzzy feeling when viewed by their target audience. As connection

speeds continue to increase, so will the frequency of online branding campaigns.

1. 4 Effects on industries

Internet marketing has had a large impact on several previously retail-oriented

industries including music, film, pharmaceuticals, banking, flea markets, as well as

the advertising industry itself. Internet marketing is now overtaking radio marketing

in terms of market share.In the music industry; many consumers have been

purchasing and downloading music (e.g., MP3 files) over the Internet for several

years in addition to purchasing compact discs. By 2008 Apple Inc.'s iTunes Store has

become the largest music vendor in the United States.

The number of banks offering the ability to perform banking tasks online has also

increased. Online banking is believed to appeal to customers because it is more

convenient than visiting bank branches. Currently over 150 million U.S. adults now

bank online, with increasing Internet connection speed being the primary reason for

fast growth in the online banking industry. Of those individuals who use the Internet,

44 percent now perform banking activities over the Internet.
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Internet auctions have gained popularity. Unique items that could only previously be

found at flea markets are being sold on eBay. Specialized e-stores sell items ranging

from antiques to movie props.As the premier online reselling platform, eBay is often

used as a price-basis for specialized items. Buyers and sellers often look at prices on

the website before going to flea markets; the price shown on eBay often becomes the

item's selling price. It is increasingly common for flea market vendors to place a

targeted advertisement on the Internet for each item they are selling online, all while

running their business out of their homes.

The effect on the advertising industry itself has been profound. In just a few years,

online advertising has grown to be worth tens of billions of dollars annually.

PricewaterhouseCoopers reported that US$16.9 billion was spent on Internet

marketing in the U.S. in 2006.

Internet marketing has had a growing impact on the electoral process. In 2008

candidates for President heavily utilized Internet marketing strategies to reach

constituents. During the 2007 primaries candidates added on averaged over 500 social

network supporters per day to help spread their message.President Barack Obama

raised over US$1 million in a single day during his extensive Democratic candidacy

campaign, largely due to online donors.

Topic : E-Commerce Fundamentals

Topic Objective:

After completing this chapter the reader should be able to:

 Understand the applications of E-Commerce

 Understand the development of E-Commerce

 Understand the forms of E-Commerce

 Understand the regulations imposed by Government for using some E-Commerce Activities
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Definition/Overview:

Disintermediation: Is the removal of intermediaries such as distributors or brokers that

formerly linked a company to its customers.

Reintermediation: The creation of new intermediaries between customers and suppliers

providing services such as supplier search and product evaluation.

E-shop: Marketing of a company or shop via web.

E-procurement: Electronic tendering and procurement of goods and services.

E-malls: A collection of e-shops such as Barclays Square(www.barclays-square.com).

E-auctions: These can be both for B2C and B2B as is the case with eBay.

Virtual communities: These can be B2C communities such as Xoom (www.xoom.com) or

B2B communities such as Vertical Net (www.vertical.net); these are important for

Key Points:

1. Electronic commerce

A large percentage of electronic commerce is conducted entirely electronically for virtual

items such as access to premium content on a website, but most electronic commerce

involves the transportation of physical items in some way. Online retailers are sometimes

known as e-tailers and online retail is sometimes known as e-tail. Almost all big retailers

have electronic commerce presence on the World Wide Web.

Electronic commerce that is conducted between businesses is referred to as Business-to-

business or B2B. B2B can be open to all interested parties (e.g. commodity exchange) or

limited to specific, pre-qualified participants (private electronic market).

Electronic commerce is generally considered to be the sales aspect of e-business. It also

consists of the exchange of data to facilitate the financing and payment aspects of the

business transactions.
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1.1 Business applications

Some common applications related to electronic commerce are:

o E-mail and messaging

o Content Managment Systems

o Documents, spreadsheets, database

o Accounting and finance systems

o Orders and shipment information

o Enterpriseand client information reporting

o Domestic and international payment systems

o Newsgroup

o On-line Shopping

o Messaging

o Conferencing

1.2 Early development

The meaning of electronic commerce has changed over the last 30 years. Originally,

electronic commerce meant the facilitation of commercial transactions electronically,

using technology such as Electronic Data Interchange (EDI) and Electronic Funds

Transfer (EFT). These were both introduced in the late 1970s, allowing businesses to

send commercial documents like purchase orders or invoices electronically. The

growth and acceptance of credit cards, automated teller machines (ATM) and

telephone banking in the 1980s were also forms of electronic commerce. Another

form of e-commerce was the airline reservation system typified by Sabre in the USA

and Travicom in the UK. Online shopping was invented in the UK in 1979 by

Michael Aldrich and during the 1980s it was used extensively particularly by auto

manufacturers such as Ford,Peugeot-Talbot, General Motors and Nissan. From the
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1990s onwards, electronic commerce would additionally include enterprise resource

planning systems (ERP), data mining and data warehousing.

Perhaps it is introduced from the Telephone Exchange Office, or maybe not.The

earliest example of many-to-many electronic commerce in physical goods was the

Boston Computer Exchange, a marketplace for used computers launched in 1982. The

first online information marketplace, including online consulting, was likely the

American Information Exchange, another pre-Internet online system introduced in

1991.

Although the Internet became popular worldwide in 1994, it took about five years to

introduce security protocols and DSL allowing continual connection to the Internet.

And by the end of 2000, a lot of European and American business companies offered

their services through the World Wide Web. Since then people began to associate a

word "ecommerce" with the ability of purchasing various goods through the Internet

using secure protocols and electronic payment services.

1.3 Government regulations

In the United State s, some electronic commerce activities are regulated by the

Federal Trade Commission (FTC). These activities include the use of commercial e-

mails, online advertising and consumer privacy. The CAN-SPAM Act of 2003

establishes national standards for direct marketing over e-mail. The Federal Trade

Commission Act regulates all forms of advertising, including online advertising, and

states that advertising must be truthful and non-deceptive. Using its authority under

Section 5 of the FTC Act, which prohibits unfair or deceptive practices, the FTC has

brought a number of cases to enforce the promises in corporate privacy statements,

including promises about the security of consumers personal information. As result,

any corporate privacy policy related to e-commerce activity may be subject to

enforcement by the FTC.

1.4 Forms

Contemporary electronic commerce involves everything from ordering "digital"

content for immediate online consumption, to ordering conventional goods and

services, to "meta" services to facilitate other types of electronic commerce.

On the consumer level, electronic commerce is mostly conducted on the World Wide

Web. An individual can go online to purchase anything from books, grocery to

expensive items like real estate. Another example will be online banking like online

bill payments, buying stocks, transferring funds from one account to another, and
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initiating wire payment to another country. All these activities can be done with a few

keystrokes on the keyboard.

On the institutional level, big corporations and financial institutions use the internet to

exchange financial data to facilitate domestic and international business. Data

integrity and security are very hot and pressing issues for electronic commerce these

days.

Topic : E-Business Infrastructure

Topic Objective:

After completing this chapter the reader should be able to:

 Understand the E-business infrastructure

 Understand Internet protocols

 Understand Electronic Data Interchange

Definition/Overview:

Service-Oriented Architecture: A service-oriented architecture is a collection of services

that communicate with each other as part of a distributed systems architecture comprising

different services.

Electronic Data Interchange (EDI): The exchange, using digital media, of structured

business information, particularly for sales transactions such as purchase orders and invoices

between buyers and sellers.

Extranet: Formed by extending the intranet beyond a company to customers, suppliers and

collaborators.

TCP/IP: The Transmission Control Protocol is a transport layer protocol that moves data

between applications. The Internet protocol is a network layer protocol that moves data

between host computers.
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HTTP (Hypertext transfer protocol): HTTP or Hypertext transfer protocol is a standard

which defines the way information is transmitted across the Internet between web browsers

and web servers.

HTML (Hypertext Markup Language): HTML is a standard format used to define the text

and layout of web pages. HTML files usually have the extension .HTML or .HTM.

XML or eXtensible Markup Language: A standard for transferring structured data, unlike

HTML which is purely presentational.

The Internet: The Internet refers to the physical network that links computers across the

globe. It consists of the infrastructure of network servers and communication links between

them that are used to hold and transport information between the client PCs and web servers.

Internet Service Provider (ISP):A provider enabling home or business users a connection to

access the Internet . They can also host web-based applications.

Application server: An application server provides a business application on a server remote

from the user.

Key Points:

1. E-business infrastructure

Aside from the complex physical connections that make up its infrastructure, the Internet is

facilitated by bi- or multi-lateral commercial contracts (e.g., peering agreements), and by

technical specifications or protocols that describe how to exchange data over the network.

Indeed, the Internet is essentially defined by its interconnections and routing policies. As of

March 31, 2008, 1.407 billion people use the Internet according to Internet World Stats.

1.1 Internet protocols

In this context, there are three layers of protocols:

o At the lower level (OSI layer 3) is IP (Internet Protocol), which defines the

datagrams or packets that carry blocks of data from one node to another.

The vast majority of today's Internet uses version four of the IP protocol

(i.e. IPv4), and, although IPv6 is standardized, it exists only as "islands" of

connectivity, and there are many ISPs without any IPv6 connectivity.
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ICMP (Internet Control Message Protocol) also exists at this level. ICMP

is connectionless; it is used for control, signaling, and error reporting

purposes.

o TCP (Transmission Control Protocol) and UDP (User Datagram Protocol)

exist at the next layer up (OSI layer 4); these are the protocols by which

data is transmitted. TCP makes a virtual "connection", which gives some

level of guarantee of reliability. UDP is a best-effort, connectionless

transport, in which data packets that are lost in transit will not be re-sent.

o The application protocols sit on top of TCP and UDP and occupy layers 5, 6,

and 7 of the OSI model. These define the specific messages and data

formats sent and understood by the applications running at each end of the

communication. Examples of these protocols are HTTP, FTP, and SMTP.

1.2 Internet structure

There have been many analyses of the Internet and its structure. For example, it has

been determined that the Internet IP routing structure and hypertext links of the World

Wide Web are examples of scale-free networks.

Similar to the way the commercial Internet providers connect via Internet exchange

points, research networks tend to interconnect into large subnetworks such as:

o GEANT

o GLORIAD

o The Internet2 Network (formally known as the Abilene Network)

o JANET (the UK's national research and education network)

These in turn are built around relatively smaller networks. See also the list of

academic computer network organizations.

In network diagrams, the Internet is often represented by a cloud symbol, into and out

of which network communications can pass.
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Few in business today are unaware of the power of e-business to transform whole

organizations. Yet any organization hoping to exploit its potential must develop an

infrastructure that can cope with the demands of e-business. Are you prepared?

Many e-Business opportunities fail due to inadequate infrastructure. With Building

the e-Business Infrastructure discover how you can successfully exploit e-business

opportunities

Put simply, e-business is the application of sound business principles via modern,

global, technology-based communications media. As such, it reaches far and wide,

affecting everyone from staff to management, players to competitors. e-Business must

address business models, values, operational dynamics and include both audience and

enterprise.

Infrastructure determines how easily corporations can respond to the increasingly

urgent demands of its executives, how they can respond to the 'fast-food' data

requirements of modern business, and the competitive nature of a global marketplace.

The technical infrastructural elements of e-business consist of Internet and server

technologies, hardware and software. That is, the Internet, intranets, extranets,

networks, security solutions and a myriad of applications promoting customer

relationship management, knowledge management, business intelligence, integrated

supply chain management and many others.

Few in business today are unaware of the power of e-business to transform whole

organizations. Any organization hoping to exploit its potential must develop an

infrastructure that can cope with the demands of e-business.

o What does it take to prepare a company infrastructure for e-business?

o What are the effects on personnel?

o What are the technological implications?

o What are the costs?

o What are the benefits?
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Put simply, e-business is the application of sound business principles via modern,

global, technology-based communications media. As such, it reaches far and wide,

affecting everyone from staff to management, players to competitors. A successful e-

business strategy must address business models, values, operational dynamics and

include both audience and enterprise.

Infrastructure determines how easily corporations can respond to the increasingly

urgent demands of its executives, how they can respond to the "fast-food" data

requirements of modern business, and the competitive nature of a global marketplace.

The technical infrastructural elements of e-business consist of internet and server

technologies, hardware and software. That is, the Internet, intranets, extranets,

networks, security solutions and a myriad of applications promoting customer

relationship management, knowledge management, business intelligence, integrated

supply chain management and many others.

Infrastructure is much more than technology. It is the dynamic interaction and

management of strategy, skilled people, tools and processes. It both drives, and must

be driven by, e-business.

With all the hallmarks of a Business Intelligence management report, Building the e-

Business Infrastructure is the complete management resource, comprising:

o original and exclusive research results and analysis

o optional CD-ROM format allowing flexible use and information sharing

o analysis of the latest e-business trends and developments

o insights and experiences from many leading commentators from the field of e-

business and infrastructure development

In Section 2 of this course you will cover these topics:
E-Environment
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E-Business Strategy

Supply Chain Management

Topic : E-Environment

Topic Objective:

After completing this chapter the reader should be able to:

 Understand how individuals use E-commerce for shopping purposes

 Understand the Trends prevailing in online purchasing

Definition/Overview:

Environmental scanning and analysis: It is the process of continuously monitoring the

environment and events and responding accordingly.

Electronic Business, commonly referred to as "eBusiness" or "e-Business", may be defined as

the utilisation of information and communication technologies (ICT) in support of all the

activities of business. Commerce constitutes the exchange of products and services between

businesses, groups and individuals and hence can be seen as one of the essential activities of

any business. Hence, electronic commerce or eCommerce focuses on the use of ICT to enable

the external activities and relationships of the business with individuals, groups and other

businesses

Key Points:

1. Customers

In general, shopping has always catered to middle class and upper class women. Shopping is

fragmented and pyramid-shaped. At the pinnacle are elegant boutiques for the affluent, a

huge belt of inelegant but ruthlessly efficient discounters flog plenty at the pyramids

precarious middle. According to the anaylsis of Susan D. Davis, at its base are the worlds

workers and poor, on whose cheapened labor the rest of the pyramid depends for its

incredible abundance.. Shopping has evolved from single stores to large malls with different
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services such as offering delivery, attentive service and store credit and accepting return. .

These new additions to shopping have encouraged and targeted middle class women.

In recent years, online shopping has become popular; however, it still caters to the middle

and upper class. In order to shop online, one must be able to have access to a computer and

most of the time, own a credit card. This technology separates social classes and their ability

to shop. The shopping landscape not only helps distract us from the enormous social

segregation by race and class that the most privileged Americans find completely natural, it

helps to reproduce this segregation. . Shopping has evolved with the growth of technology

and that means an even larger separation between social classes and their means to shop.

Social position strongly influences individual preferences and tastes in popular culture.

According to research found in the Journal of Electronic Commerce, if we focus on the

demographic characteristics of the in-home shopper, in general, the higher the level of

education, income, and occupation of the head of the household, the more favourable the

perception of non-store shopping.. It should be remembered that an influential factor in

consumer attitude towards non-store shopping is exposure to technology, since it has been

demonstrated that increased exposure to technology increases the probability of developing

favourable attitudes towards new shopping channels. .

Online shopping widened the target audience to men and women of the middle class. At first,

main users of online shopping were young men with a high level of income and a university

education. . This profile is changing. For example, in USAin the early years of Internet there

were very few women users, but by 2001 women were 52.8% of the online population. .

Sociocultural pressure has made men generally more independent in their purchase decisions,

while women place greater value on personal contact and social relations. . In addition, male

shoppers are more independent when deciding on purchasing products because unlike

women, they dont necessarily need to see or try on the product.

1. 1 Trends

One third of people that shop online use a search engine to find what they are looking

for and about one fourth of people find websites by word of mouth. . Word of mouth

has increased as a leading way that people find websites to shop from. When an

online shopper has a good first experience with a certain website sixty percent of the

time they will return to that website to buy more.

Books are one of the things bought most online, however clothes, shoes and

accessories are all very popular things to buy online. Cosmetics, nutrition products

and groceries are increasingly being purchased online.. About one fourth of travelers
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are buying their plane tickets online because it is a quick and easy way to compare

airline travel and make a purchase. Online shopping provides more freedom and

control than shopping in a store. .

According to sociological perspective online shopping is arguably the most

predictable way to shop.. One knows exactly what website to go to, how much the

product will cost, and how long it will take for the product to reach them. Online

shopping has become extremely routine and predictable, which is one of its great

appeals to the consumer.

Topic : E-Business Strategy

Topic Objective:

After completing this chapter the reader should be able to:

 Understand how customers purchase goods online

 Understand the delivery of goods to customers

 Understand how payment is made for the goods purchased online

Definition/Overview:

Transactional e-commerce web site: This is a customer facing system which if it increases

the customer base of a company can be considered to be a strategic value investment. Within

the e-business era, it can be thought of as a threshold investment to remain competitive.

E-procurement system: This is an operational system, the potential cost savings are such

that this could also be considered to be a strategic value investment.

Key Points:

1. Logistics

Consumers find a product of interest by visiting the website of the retailer directly, or do a

search across many different vendors using a shopping search engine.
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Once a particular product has been found on the web site of the seller, most online retailers

use shopping cart software to allow the consumer to accumulate multiple items and to adjust

quantities, by analogy with filling a physical shopping cart or basket in a conventional store.

A "checkout" process follows (continuing the physical-store analogy) in which payment and

delivery information is collected, if necessary. Some stores allow consumers to sign up for a

permanent online account so that some or all of this information only needs to be entered

once. The consumer often receives an e-mail confirmation once the transaction is complete.

Less sophisticated stores may rely on consumers to phone or e-mail their orders (though

credit card numbers are not accepted by e-mail, for security reasons).

1.1 Payment

Online shoppers commonly use credit card to make payments, however some systems

enable users to create accounts and pay by alternative means, such as:

o Debit card

o Various types of electronic money

o Cash on delivery (C.O.D., offered by very few online stores)

o Cheque

o Wire transfer/delivery on payment

o Postal money order

o PayPal

o Google Checkout

o Moneybookers

o Reverse SMS billing to mobile phones

o Gift cards

o Direct debit in some countries
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Some sites will not allow international credit cards and billing address and shipping

address have to be in the same country in which site does its business. Other sites

allow customers from anywhere to send gifts anywhere. The financial part of a

transaction might be processed in real time (for example, letting the consumer know

their credit card was declined before they log off), or might be done later as part of the

fulfillment process.

While credit cards are currently the most popular means of paying for online goods

and services, alternative online payments will account for 26% of e-commerce

volume by 2009 according to Celent.

1.2 Product delivery

Once a payment has been accepted the goods or services can be delivered in the

following ways.

o Download: This is the method often used for digital media products such as

software, music, movies, or images.

o Shipping: The product is shipped to the customer's address.

o Drop shipping: The order is passed to the manufacturer or third-party

distributor, who ships the item directly to the consumer, bypassing the

retailer's physical location to save time, money, and space.

o In-store pickup: The customer orders online, finds a local store using locator

software and picks the product up at the closest store. This is the method often

used in the bricks and clicks business model.

1.3 Shopping cart systems

o Simple systems allow the offline administration of products and categories. The

shop is then generated as HTML files and graphics that can be uploaded to a

webspace. These systems do not use an online database.

o A high end solution can be bought or rented as a standalone program or as an

addition to an enterprise resource planning program. It is usually installed on

the company's own webserver and may integrate into the existing supply chain
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so that ordering, payment, delivery, accounting and warehousing can be

automated to a large extent.

o Other solutions allow the user to register and create an online shop on a portal

that hosts multiple shops at the same time.

o open source shopping cart packages include advanced platforms such as

Interchange, and off the shelf solutions as osCommerce, Magento, Zen Cart

and VirtueMart.

o Commercial systems can also be tailored to ones needs so that the shop does not

have to be created from scratch. By using a framework already existing,

software modules for different functionalities required by a webshop can be

adapted and combined.

Topic : Supply Chain Management

Topic Objective:

After completing this chapter the reader should be able to

 Identify the main elements of supply chain management and their relationship to the value

chain and value networks.

 Assess the potential of information systems to support supply chain management and the

value chain.

Definition/Overview:

Supply chain management: Supply chain management (SCM) is a significant topic within

operations management courses and modules, but students may have limited exposure to this

topic. Given this, the approach here is to outline the key concepts of SCM for those who are

unfamiliar or as a refresher for those who are familiar. Each of these concepts is then placed
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in an e-business context describing how technology can support enhancement of the supply

chain.

Counter mediation: Creation of a new intermediary by an established company.

Virtual Organization: An organization which uses information and communications

technology to allow it to operate without clearly defined physical boundaries between

different functions. It provides customized services by outsourcing production and other

functions to third parties.

Key Points:

1. Supply Chain Management Problems

Supply chain management must address the following problems:

 Distribution Network Configuration: Number, location and network missions of suppliers,

production facilities, distribution centers, warehouses, cross-docks and customers.

 Distribution Strategy: Including questions of operating control (centralized, decentralized or

shared); delivery scheme (e.g., direct shipment, pool point shipping, Cross docking, DSD

(direct store delivery), closed loop shipping); mode of transportation (e.g., motor carrier,

including truckload, LTL, parcel; railroad; intermodal, including TOFC and COFC; ocean

freight; airfreight); replenishment strategy (e.g., pull, push or hybrid); and transportation

control (e.g., owner-operated, private carrier, common carrier, contract carrier, or 3PL).

 Information: Integration of and other processes through the supply chain to share valuable

information, including demand signals, forecasts, inventory, transportation, and potential

collaboration etc.

 Inventory Management: Quantity and location of inventory including raw materials, work-in-

process and finished goods.

 Cash-Flow: Arranging the payment terms and the methodologies for exchanging funds across

entities within the supply chain.

Supply chain execution is managing and coordinating the movement of materials,

information and funds across the supply chain. The flow is bi-directional..
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1.1 Activities/functions

Supply chain management is a cross-functional approach to manage the movement of

raw materials into an organization, certain aspects of the internal processing of

materials into finished goods, and then the movement of finished goods out of the

organization toward the end-consumer. As organizations strive to focus on core

competencies and becoming more flexible, they have reduced their ownership of raw

materials sources and distribution channels. These functions are increasingly being

outsourced to other entities that can perform the activities better or more cost

effectively. The effect is to increase the number of organizations involved in

satisfying customer demand, while reducing management control of daily logistics

operations. Less control and more supply chain partners led to the creation of supply

chain management concepts. The purpose of supply chain management is to improve

trust and collaboration among supply chain partners, thus improving inventory

visibility and improving inventory velocity.

Several models have been proposed for understanding the activities required to

manage material movements across organizational and functional boundaries. SCOR

is a supply chain management model promoted by the Supply Chain Management

Council. Another model is the SCM Model proposed by the Global Supply Chain

Forum (GSCF). Supply chain activities can be grouped into strategic, tactical, and

operational levels of activities.

1.2 Strategic

o Strategic network optimization, including the number, location, and size of

warehouses, distribution centers and facilities.

o Strategic partnership with suppliers, distributors, and customers, creating

communication channels for critical information and operational

improvements such as cross docking, direct shipping, and third-party logistics.

o Product design coordination, so that new and existing products can be optimally

integrated into the supply chain, load management

o Information Technology infrastructure, to support supply chain operations.

o Where-to-make and what-to-make-or-buy decisions
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o Aligning overall organizational strategy with supply strategy.

1.3 Tactical

o Sourcing contracts and other purchasing decisions.

o Production decisions, including contracting, locations, scheduling, and planning

process definition.

o Inventory decisions, including quantity, location, and quality of inventory.

o Transportation strategy, including frequency, routes, and contracting.

o Benchmarking of all operations against competitors and implementation of best

practices throughout the enterprise.

o Milestone payments

o Focus on customer demand.

1.4 Operational

o Daily production and distribution planning, including all nodes in the supply

chain.

o Production scheduling for each manufacturing facility in the supply chain

(minute by minute).

o Demand planning and forecasting, coordinating the demand forecast of all

customers and sharing the forecast with all suppliers.

o Sourcing planning, including current inventory and forecast demand, in

collaboration with all suppliers.

o Inbound operations, including transportation from suppliers and receiving

inventory.
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o Production operations, including the consumption of materials and flow of

finished goods.

o Outbound operations, including all fulfillment activities and transportation to

customers.

o Order promising, accounting for all constraints in the supply chain, including all

suppliers, manufacturing facilities, distribution centers, and other customers...

1.5 Supply chain management

Organizations increasingly find that they must rely on effective supply chains, or

networks, to successfully compete in the global market and networked economy. In

Peter Drucker's (1998) management's new paradigms, this concept of business

relationships extends beyond traditional enterprise boundaries and seeks to organize

entire business processes throughout a value chain of multiple companies.

During the past decades, globalization, outsourcing and information technology have

enabled many organizations, such as Dell and Hewlett Packard, to successfully

operate solid collaborative supply networks in which each specialized business

partner focuses on only a few key strategic activities. This inter-organizational supply

network can be acknowledged as a new form of organization. However, with the

complicated interactions among the players, the network structure fits neither

"market" nor "hierarchy" categories It is not clear what kind of performance impacts

that different supply network structures could have on firms, and little is known about

the coordination conditions and trade-offs that may exist among the players. From a

system's point of view, a complex network structure can be decomposed into

individual component firms. Traditionally, companies in a supply network

concentrate on the inputs and outputs of the processes, with little concern for the

internal management working of other individual players. Therefore, the choice of an

internal management control structure is known to impact local firm performance

In the 21st century, there have been a few changes in business environment that have

contributed to the development of supply chain networks. First, as an outcome of

globalization and the proliferation of multi-national companies, joint ventures,

strategic alliances and business partnerships, there were found to be significant

success factors, following the earlier "Just-In-Time", "Lean Management" and "Agile

Manufacturing" practices. Second, technological changes, particularly the dramatic
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fall in information communication costs, which are a paramount component of

transaction costs, have led to changes in coordination among the members of the

supply chain network

Many researchers have recognized these kinds of supply network structures as a new

organization form, using terms such as "Keiretsu", "Extended Enterprise", "Virtual

Corporation", "Global Production Network", and "Next Generation Manufacturing

System". In general, such a structure can be defined as "a group of semi-independent

organizations, each with their capabilities, which collaborate in ever-changing

constellations to serve one or more markets in order to achieve some business goal

specific to that collaboration.

In Section 3 of this course you will cover these topics:
E-Procurement

E-Marketing

Topic : E-Procurement

Topic Objective:

After reading this chapter the reader should be able to:

 Understand the types of e-procurement

 Know the Advantages and Disadvantages of E Procurement

Definition/Overview:

Buy-side: Buyer invites bids through tender placed on its own site.

Sell-side: Buyer goes to supplier web site to purchase.

Marketplace: Buyer goes to a neutral marketplace to purchase.
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Key Points:

1. Main types of e-procurement:

There are six main types of e-procurement:

 Web-based ERP (Electronic Resource Planning): Creating and approving purchasing

requisitions, placing purchase orders and receiving goods and services by using a software

system based on Internet technology.

 e-MRO (Maintenance, Repair and Operating): The same as web-based ERP except that the

goods and services ordered are non-product related MRO supplies.

 e-sourcing: Identifying new suppliers for a specific category of purchasing requirements

using Internet technology.

 e-tendering: Sending requests for information and prices to suppliers and receiving the

responses of suppliers using Internet technology.

 e-reverse auctioning: Using Internet technology to buy goods and services from a number of

known or unknown suppliers.

 e-informing: Gathering and distributing purchasing information both from and to internal and

external parties using Internet technology.

The e-procurement value chain consists of Indent Management, eTendering, eAuctioning,

Vendor Management, Catalogue Management, and Contract Management. Indent

Management is the workflow involved in the preparation of tenders. This part of the value

chain is optional, with individual procuring departments defining their indenting process. In

works procurement, administrative approval and technical sanction are obtained in electronic

format. In goods procurement, indent generation activity is done online. The end result of the

stage is taken as inputs for issuing the NIT.

Elements of e-procurement include Request For Information, Request For Proposal, Request

for Quotation, RFx (the previous three together), and eRFx (software for managing RFx

projects).

1.1 Advantages and disadvantages

Advantages include getting the right product, from the right supplier, at the right time,

for the right price and the right quantity. In reality e-procurement has the advantage of

taking supply chain management to the next level, providing real time information to

the vendor as to the status of a customer's needs. For example, a vendor may have an

agreement with a customer to automatically ship materials when the customer's stock
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level reaches a low point, thus bypassing the need for the customer to ask for it. A

major disadvantage to this type of agreement could be that the vendor has the power

to take advantage of the customer by knowing more information about the customer

than they would have if the customer was in a normal supply chain management

structure.

Topic : E-Marketing

Topic Objective:

At the end of this topic student would be able to:

 Understand how marketing of products and services done over internet

 Understand the difference between traditional and internet marketing

Definition/Overview:

Internet marketing: Internet marketing, also referred to as web marketing, online marketing,

or eMarketing, is the marketing of products or services over the Internet.

The Internet has brought many unique benefits to marketing, one of which being lower costs

for the distribution of information and media to a global audience. The interactive nature of

Internet marketing, both in terms of providing instant response and eliciting responses, is a

unique quality of the medium. Internet marketing is sometimes considered to have a broader

scope because it refers to digital media such as the Internet, e-mail, and wireless media;

however, Internet marketing also includes management of digital customer data and

electronic customer relationship management (ECRM) systems.

Internet marketing ties together creative and technical aspects of the Internet, including

design, development, advertising, and sales. Internet marketing does not simply entail

building or promoting a website, nor does it mean placing a banner ad on another website.

Effective Internet marketing requires a comprehensive strategy that synergizes a given
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company's business model and sales goals with its website function and appearance, focusing

on its target market through proper choice of advertising type, media, and design.

Internet marketing also refers to the placement of media along different stages of the

customer engagement cycle through search engine marketing (SEM), search engine

optimization (SEO), banner ads on specific websites, e-mail marketing, and Web 2.0

strategies. In 2008 The New York Times working with comScore published an initial

estimate to quantify the user data collected by large Internet-based companies. Counting four

types of interactions with company websites in addition to the hits from advertisements

served from advertising networks, the authors found the potential for collecting data upward

of 2,500 times on average per user per month.

Key Points:

1. Differences from traditional marketing

The targeted user is typically browsing the Internet alone, so the marketing messages can

reach them personally. This approach is used in search marketing, where the advertisements

are based on search engine keywords entered by the user.

And now with the advent of Web 2.0 tools, many users can interconnect as "peers"

1.1 Appeal to specific interests

Internet marketing and geo marketing places an emphasis on marketing that appeals to

a specific behaviour or interest, rather than reaching out to a broadly-defined

demographic. "On- and Off-line" marketers typically segment their markets according

to age group, gender, geography, and other general factors. Marketers have the luxury

of targeting by activity and geolocation. For example, a kayak company can post

advertisements on kayaking and canoing websites with the full knowledge that the

audience has a related interest.

Internet marketing differs from magazine advertisements, where the goal is to appeal

to the projected demographic of the periodical. Because the advertiser has knowledge

of the target audiencepeople who engage in certain activities (e.g., uploading pictures,
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contributing to blogs) the company does not rely on the expectation that a certain

group of people will be interested in its new product or service.

1.2 Geo targeting

Geo targeting (in internet marketing) and geo marketing are the methods of

determining the geolocation (the physical location) of a website visitor with

geolocation software, and delivering different content to that visitor based on his or

her location, such as country, region/state, city, metro code/zip code, organization,

Internet Protocol (IP) address, ISP or other criteria.

1.3 Different content by choice

A typical example for different content by choice in geo targeting is the FedEx

website at FedEx.com where users have the choice to select their country location first

and are then presented with different site or article content depending on their

selection.

1.4 Automated different content

With automated different content in internet marketing and geomarketing the delivery

of different content based on the geographical geolocation and other personal

information is automated.

1.5 Advantages

Internet marketing is relatively inexpensive when compared to the ratio of cost against

the reach of the target audience. Companies can reach a wide audience for a small

fraction of traditional advertising budgets. The nature of the medium allows

consumers to research and purchase products and services at their own convenience.

Therefore, businesses have the advantage of appealing to consumers in a medium that

can bring results quickly. The strategy and overall effectiveness of marketing

campaigns depend on business goals and cost-volume-profit (CVP) analysis.

Internet marketers also have the advantage of measuring statistics easily and

inexpensively. Nearly all aspects of an Internet marketing campaign can be traced,
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measured, and tested. The advertisers can use a variety of methods: pay per

impression, pay per click, pay per play, or pay per action. Therefore, marketers can

determine which messages or offerings are more appealing to the audience. The

results of campaigns can be measured and tracked immediately because online

marketing initiatives usually require users to click on an advertisement, visit a

website, and perform a targeted action. Such measurement cannot be achieved

through billboard advertising, where an individual will at best be interested, then

decide to obtain more information at a later time.

Internet marketing as of 2007 is growing faster than other types of media. Because

exposure, response, and overall efficiency of Internet media are easier to track than

traditional off-line mediathrough the use of web analytics for instanceInternet

marketing can offer a greater sense of accountability for advertisers. Marketers and

their clients are becoming aware of the need to measure the collaborative effects of

marketing (i.e., how the Internet affects in-store sales) rather than siloing each

advertising medium. The effects of multichannel marketing can be difficult to

determine, but are an important part of ascertaining the value of media campaigns.

1.6 Limitations

Internet marketing requires customers to use newer technologies rather than

traditional media. Low-speed Internet connections are another barrier: If companies

build large or overly-complicated websites, individuals connected to the Internet via

dial-up connections or mobile devices may experience significant delays in content

delivery.

From the buyer's perspective, the inability of shoppers to touch, smell, taste or "try

on" tangible goods before making an online purchase can be limiting. However, there

is an industry standard for e-commerce vendors to reassure customers by having

liberal return policies as well as providing in-store pick-up services.

A survey of 410 marketing executives listed the following barriers to entry for large

companies looking to market online: insufficient ability to measure impact, lack of

internal capability, and difficulty convincing senior management
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1.7 Security concerns

Information security is important both to companies and consumers that participate in

online business. Many consumers are hesitant to purchase items over the Internet

because they do not trust that their personal information will remain private.

Encryption is the primary method for implementing privacy policies.

Recently some companies that do business online have been caught giving away or

selling information about their customers. Several of these companies provide

guarantees on their websites, claiming that customer information will remain private.

Some companies that purchase customer information offer the option for individuals

to have their information removed from the database, also known as opting out.

However, many customers are unaware if and when their information is being shared,

and are unable to stop the transfer of their information between companies if such

activity occurs.

Another major security concern that consumers have with e-commerce merchants is

whether or not they will receive exactly what they purchase. Online merchants have

attempted to address this concern by investing in and building strong consumer brands

(e.g., Amazon.com, eBay, Overstock.com), and by leveraging merchant/feedback

rating systems and e-commerce bonding solutions. All of these solutions attempt to

assure consumers that their transactions will be free of problems because the

merchants can be trusted to provide reliable products and services. Additionally, the

major online payment mechanisms (credit cards, PayPal, Google Checkout, etc.) have

also provided back-end buyer protection systems to address problems if they actually

do occur.

1.8 Broadband-induced trends

Online advertising techniques have been dramatically affected by technological

advancements in the telecommunications industry. In fact, many firms are embracing

a new paradigm that is shifting the focus of online advertising from simple text ads to

rich multimedia experiences. As a result, advertisers can more effectively engage in

and manage online branding campaigns, which seek to shape consumer attitudes and
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feelings towards specific products. And just what is the critical technological

development that is fueling this paradigm shift? The answer: Broadband.

In March 2005, roughly half of all American homes were equipped with broadband

technology. By May 2008, broadband technologies had spread to more than 90% of

all residential Internet connections in the United States. When one considers a

Nielsens study conducted in June 2008, which estimated the number of U.S. Internet

users as 220,141,969, one can calculate that there are presently about 199 million

people in the United States utilizing broadband technologies to surf the Web.

As a result, all 199 million members of this burgeoning market have the ability to

view TV-like advertisements with the click of a mouse. And to be sure, online

advertisers are working feverishly to design rich multimedia content that will

engender a warm-fuzzy feeling when viewed by their target audience. As connection

speeds continue to increase, so will the frequency of online branding campaigns.

In Section 4 of this course you will cover these topics:
Customer Relationship Management

Change Management

Topic : Customer Relationship Management

Topic Objective:

At the end of this topic student would be able to:

 Understand the term Customer Relationship Management

 Understand the customer interaction with the Online sellers

 Understand Operational CRM

 Understand Collaborative CRM

 Understand Analytical CRM
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 Understand Geographic CRM

 Understand the Security and Privacy of Customers Data

 Understand the Implementation Issues of CRM project

Definition/Overview:

Customer relationship management: Customer relationship management (CRM) consists

of the processes a company uses to track and organize its contacts with its current and

prospective customers. CRM software is used to support these processes; information about

customers and customer interactions can be entered, stored and accessed by employees in

different company departments. Typical CRM goals are to improve services provided to

customers, and to use customer contact information for targeted marketing.

While the term CRM generally refers to a software-based approach to handling customer

relationships, most CRM software vendors stress that a successful CRM effort requires a

holistic approach.CRM initiatives often fail because implementation was limited to software

installation, without providing the context, support and understanding for employees to learn,

and take full advantage of the information systems.

Key Points:

1. Customers interacting

From the outside, customers interacting with a company perceive the business as a single

entity, despite often interacting with a number of employees in different roles and

departments. CRM is a combination of policies, processes, and strategies implemented by an

organization to unify its customer interactions and provide a means to track customer

information. It involves the use of technology in attracting new and profitable customers,

while forming tighter bonds with existing ones.

CRM includes many aspects which relate directly to one another:

Front office operations Direct interaction with customers, e.g. face to face meetings, phone

calls, e-mail, online services etc.
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 Back office operations Operations that ultimately affect the activities of the front office (e.g.,

billing, maintenance, planning, marketing, advertising, finance, manufacturing, etc.)

 Business relationships Interaction with other companies and partners, such as

suppliers/vendors and retail outlets/distributors, industry networks (lobbying groups, trade

associations). This external network supports front and back office activities.

 Analysis Key CRM data can be analyzed in order to plan target-marketing campaigns,

conceive business strategies, and judge the success of CRM activities (e.g., market share,

number and types of customers, revenue, profitability).

1.1 Types/Variations of CRM

There are several different approaches to CRM, with different software packages

focusing on different aspects. In general, Customer Service, Campaign Management

and Sales Force Automation form the core of the system (with SFA being the most

popular.

1.2 Operational CRM

Operational CRM provides support to "front office" business processes, e.g. to sales,

marketing and service staff. Interactions with customers are generally stored in

customers' contact histories, and staff can retrieve customer information as necessary.

The contact history provides staff members with immediate access to important

information on the customer (products owned, prior support calls etc.), eliminating the

need to individually obtain this information directly from the customer.

Operational CRM processes customer data for a variety of purposes:

o Managing campaigns

o Enterprise Marketing Automation

o Sales Force Automation

o Sales Management System
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1.3 Sales Force Automation (SFA)

Sales Force Automation automates sales force-related activities such as:

Activity Management: Scheduling sales calls or mailings

o Tracking responses

o Generating reports

o Opportunity Management and Assessment

o Account Management and Target Account Selling

o Automate Sales Order Processing

1.4 Analytical CRM

Analytical CRM analyzes customer data for a variety of purposes:

o Designing and executing targeted marketing campaigns

o Designing and executing campaigns, e.g. customer acquisition, cross-selling, up-

selling

o Analysing customer behavior in order to make decisions relating to products and

services (e.g. pricing, product development)

o Management information system (e.g. financial forecasting and customer

profitability analysis)

1.5 Analytical CRM generally makes heavy use of data mining.

Sales Intelligence CRM is similar to Analytical CRM, but is intended as a more direct

sales tool. Features include alerts sent to sales staff regarding:

Cross-selling/Up-selling/Switch-selling opportunities

o Customer drift
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o Sales performance

o Customer trends

o Customer margins

o Customer alignment

o Campaign Management

Campaign management combines elements of Operational and Analytical CRM.

Campaign management functions include:

o Target groups formed from the client base according to selected criteria

o Sending campaign-related material (e.g. on special offers) to selected recipients

using various channels (e.g. e-mail, telephone, SMS, post)

o Tracking, storing, and analyzing campaign statistics, including tracking

responses and analyzing trends

1.6 Collaborative CRM

Collaborative CRM covers aspects of a company's dealings with customers that are

handled by various departments within a company, such as sales, technical support

and marketing. Staff members from different departments can share information

collected when interacting with customers. For example, feedback received by

customer support agents can provide other staff members with information on the

services and features requested by customers. Collaborative CRM's ultimate goal is to

use information collected by all departments to improve the quality of services

provided by the company.

1.7 Consumer Relationship CRM

Consumer Relationship System (CRS) covers aspects of a company's dealing with

customers handled by the Consumer Affairs and Customer Relations contact centers

within a company.Representatives handle in-bound contact from anonymous
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consumers and customers. Early warnings can be issued regarding product issues (e.g.

item recalls) and current consumer sentiment can be tracked (voice of the customer).

1.8 Geographic CRM

Geographic CRM (GCRM) combines geographic information system and traditional

CRM. Geographic data can be analyzed to provide a snapshot of potential customers

in a region or to plan routes for customer visits.

Several CRM software packages are available, and they vary in their approach to

CRM. However, as mentioned above, CRM is not just a technology but rather a

comprehensive, customer-centric approach to an organization's philosophy of dealing

with its customers. This includes policies and processes, front-of-house customer

service, employee training, marketing, systems and information management. Hence,

it is important that any CRM implementation considerations stretch beyond

technology toward the broader organizational requirements.

The objectives of a CRM strategy must consider a companys specific situation and its

customers' needs and expectations. Information gained through CRM initiatives can

support the development of marketing strategy by developing the organization's

knowledge in areas such as identifying customer segments, improving customer

retention, improving product offerings (by better understanding customer needs), and

by identifying the organization's most profitable customers.

CRM strategies can vary in size, complexity, and scope. Some companies consider a

CRM strategy only to focus on the management of a team of salespeople. However,

other CRM strategies can cover customer interaction across the entire organization.

Many commercial CRM software packages provide features that serve the sales,

marketing, event management, project management, and finance industries.

1.9 Implementation Issues

Many CRM project "failures" are also related to data quality and availability. Data

cleaning is a major issue. If a company's CRM strategy is to track life-cycle revenues,

costs, margins, and interactions between individual customers, this must be reflected

in all business processes. Data must be extracted from multiple sources (e.g.,
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departmental/divisional databases such as sales, manufacturing, supply chain,

logistics, finance, service etc.), which requires an integrated, comprehensive system in

place with well-defined structures and high data quality. Data from other systems can

be transferred to CRM systems using appropriate interfaces.

Because of the company-wide size and scope of many CRM implementations,

significant pre-planning is essential for smooth roll-out. This pre-planning involves a

technical evaluation of the data available and the technology employed in existing

systems. This evaluation is critical to determine the level of effort needed to integrate

this data.

Equally critical is the human aspect of the implementation. A successful

implementation requires an understanding of the expectations and needs of the

stakeholders involved. An executive sponsor should also be obtained to provide high-

level management representation of the CRM project.

An effective tool for identifying technical and human factors before beginning a CRM

project is a pre-implementation checklist.A checklist can help ensure any potential

problems are identified early in the process.

1.10 Privacy and data security

One of the primary functions of CRM software is to collect information about

customers. When gathering data as part of a CRM solution, a company must consider

the desire for customer privacy and data security, as well as the legislative and

cultural norms. Some customers prefer assurances that their data will not be shared

with third parties without their prior consent and that safeguards are in place to

prevent illegal access by third parties.
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Topic : Change Management

Topic Objective:

At the end of this topic student would be able to:

 Define the term change management

 Understand the theories and models of Individual Change Management

Definition/Overview:

Change management: is a structured approach to transitioning individuals, teams, and

organizations from a current state to a desired future state. The current definition of Change

Management includes both organizational change management processes and individual

change management models, which together are used to manage the people side of change.

Key Points:

1. Individual change management

A number of models are available for understanding the transitioning of individuals through

the phases of change management and strengthening organizational development initiative in

both government and corporate sectors.

1.1 Unfreeze-Change-Refreeze

An early model of change developed by Kurt Lewin described change as a three-stage

process. The first stage he called "unfreezing". It involved overcoming inertia and

dismantling the existing "mindset". Defense mechanisms have to be bypassed. In the

second stage the change occurs. This is typically a period of confusion and transition.

We are aware that the old ways are being challenged but we do not have a clear

picture to replace them with yet. The third and final stage he called "freezing" (often

called "refreezing" by others). The new mindset is crystallizing and one's comfort

level is returning to previous levels. Rosch (2002) argues that this often quoted three-

stage version of Lewins approach is an oversimplification and that his theory was

actually more complex and owed more to physics than behavioural science. Later
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theorists have however remained resolute in their interpretation of the force field

model. This three-stage approach to change is also adopted by Hughes (1991) who

makes reference to: "exit" (departing from an existing state), "transit" (crossing

unknown territory), and "entry" (attaining a new equilibrium). Tannenbaum & Hanna

(1985) suggest a change process where movement is from "homeostasis and holding

on", through "dying and letting go" to "rebirth and moving on". Although elaborating

the process to five stages, Judson (1991) still proposes a linear, staged model of

implementing a change: (a) analysing and planning the change; (b) communicating

the change; (c) gaining acceptance of new behaviours; (d) changing from the status

quo to a desired state, and (e) consolidating and institutionalising the new states.

1.2 Kbler-Ross

Some change theories are based on derivatives of the Kbler-Ross model from

Elizabeth Kubler-Ross's book, "On Death and Dying." The stages of Kubler-Ross's

model describe the personal and emotional states that a person typically encounters

when dealing with loss of a loved one. Derivatives of her model applied in other

settings such as the workplace show that similar emotional states are encountered as

individuals are confronted with change.

1.3 Formula for Change

A Formula for Change was developed by Richard Beckhard and David Gleicher and

is sometimes referred to as Gleicher's Formula. The Formula illustrates that the

combination of organisational dissatisfaction, vision for the future and the possibility

of immediate, tactical action must be stronger than the resistance within the

organisation in order for meaningful changes to occur.

1.4 PCI (People Centered Implementation)

PCI is a change management methodology developed by Changefirst, which has been

continously improved since the 1990s. It has been applied in the field of people

change management by organizations and their change agentsin over 35 countries

around the world..
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PCI describes the six critical success factors that must be managed to build

commitment to change initiatives and create behavior change.

o Shared Change Purpose - create and share a powerful case for change in the

organization.

o Effective Change Leadership - develop strong change leadership for the initiative.

o Powerful Engagement Processes - build and deliver plans to engage people in the

change.

o Committed Local Sponsors - build understanding and commitment of middle and

front-line managers.

o Strong Personal Connection - create commitment and behaviour changing actions

for front-line people.

o Sustained Personal Performance - support people as they learn to adapt, managing

their resistance sensitively and empathetically.

1.5 ADKAR

The ADKAR model for individual change management was developed by Prosci with

input from more than 1000 organizations from 59 countries. This model describes five

required building blocks for change to be realized successfully on an individual level.

The building blocks of the ADKAR Model include:

o Awareness of why the change is needed

o Desire to support and participate in the change

o Knowledge of how to change

o Ability to implement new skills and behaviors

o Reinforcement to sustain the change
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1.6 Organizational change management

Organizational change management includes processes and tools for managing the

people side of the change at an organizational level. These tools include a structured

approach that can be used to effectively transition groups or organizations through

change. When combined with an understanding of individual change management,

these tools provide a framework for managing the people side of change.

Organizational change management processes include techniques for creating a

change management strategy (readiness assessments), engaging senior managers as

change leaders (sponsorship), building awareness of the need for change

(communications), developing skills and knowledge to support the change(education

and training), helping employees move through the transition (coaching by managers

and supervisors), and methods to sustain the change (measurement systems, rewards

and reinforcement).

1.7 Dynamic conservatism

This modelby Donald Schn explores the inherent nature of organizations to be

conservative and protect them from constant change. Schn recognises the increasing

need, due to the increasing pace of change for this process to become far more

flexible. This process being one of 'learning'. Very early on Schn recognised the need

for what is now termed the 'learning organization'. These ideas are further expanded

on within his frame work of 'reflection-in-action', the mapping of a process by which

this constant change could be coped with.

1.8 The role of the management

Management's responsibility (and that of administration in case of political changes)

is to detect trends in the macro environment as well as in the micro environment so as

to be able to identify changes and initiate programs. It is also important to estimate

what impact a change will likely have on employee behavior patterns, work processes,

technological requirements, and motivation. Management must assess what employee

reactions will be and craft a change program that will provide support as workers go

through the process of accepting change. The program must then be implemented,

disseminated throughout the organization, monitored for effectiveness, and adjusted
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where necessary. Organizations exist within a dynamic environment that is subject to

change due to the impact of various change "triggers", such as evolving technologies.

To continue to operate effectively within this environmental turbulence, organizations

must be able to change themselves in response to internally and externally initiated

change. However, change will also impact upon the individuals within the

organization. Effective change management requires an understanding of the possible

effects of change upon people, and how to manage potential sources of resistance to

that change. Change can be said to occur where there is an imbalance between the

current state and the environment.

1.9 Other approaches to managing change

Appreciative Inquiry, a collaborative approach to organizational change, is partly

based on the assumption that change in a system is instantaneous ('Change at the

Speed of Imagination')

Scenario Planning: Scenario planning provides a platform for doing so by asking

management and employees to consider different future market possibilities in which

their organizations might find themselves.

o Organize with Chaos of Rowley and Roevens, who describe Change as a process

where certain events need to be managed whereas others need to be

'under'managed, left alone to self-organize and improve the business naturally.

o Theory U of Otto Scharmer who describes a process in which change strategies are

based on the emerging future rather than on lesson from the past.

o The Solution focused brief therapy approach to change, developed to assist

individuals, is equally useful for organizations.

o The Closework theory of intervention says change is driven by the champions, be

they internal project teams or consultants, working alongside the delivery team,

individuals and management in the places where the work gets done. Champions

should get involved rather than instruct and bring practical and implementable

ideas.
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1.10 The constructionist principle

The map is not the territory: The map/territory relation is proven by neuroscience and

is used to signify that individual people do not have access to absolute knowledge of

reality, but in fact only have access to a set of beliefs they have built up over time,

about reality. It has been coined into a model by Chris Argyris called the Ladder of

Inference. As a consequence, communication in change processes needs to make sure

that information about change and its consequences is presented in such a way that

people with different belief systems can access this information.

In Section 5 of this course you will cover these topics:
Analysis And Design

Implementation

Topic : Analysis And Design

Topic Objective:

At the end of this topic student would be able to:

 Define the term System analysis

 Understand the Terms Analysis and Synthesis

 Understand System Development Life Cycle

Definition/Overview:

Systems analysis: Systems analysis is the interdisciplinary part of Science, dealing with

analysis of sets of interacting or entities, the systems, often prior to their automation as

computer systems, and the interactions within those systems. This field is closely related to

operations research. It is also "an explicit formal inquiry carried out to help someone, referred
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to as the decision maker, identify a better course of action and make a better decision than he

might otherwise have made."

Key Points:

1. The terms analysis and synthesis

The terms analysis and synthesis come from classical Greek where they mean respectively

"to take apart" and "to put together. These terms are used in scientific disciplines from

mathematics and logic to economy and psychology to denote similar investigative

procedures. In general, analysis is defined as the procedure by which we break down an

intellectual or substantial whole into parts or components. Synthesis is defined as the opposite

procedure: to combine separate elements or components in order to form a coherent whole.

The systems discussed within systems analysis can be within any field such as: industrial

processes, management, decision making processes, environmental protection processes, etc.

The brothers Howard T. Odum and Eugene Odum began applying a systems view to ecology

in 1953, building on the work of Raymond Lindeman (1942) and Arthur Tansley (1935).

Systems analysis researchers apply mathematical methodology to the analysis of the systems

involved trying to form a detailed overall picture.

1.1 Practitioners

Practitioners of systems analysis are often called up to dissect systems that have

grown haphazardly to determine the current components of the system. This was

shown during the year 2000 re-engineering effort as business and manufacturing

processes were examined and simplified as part of the Y2K automation upgrades.

Current employment titles utilizing systems analysis include, but are not limited to,

Systems Analyst, Business Analyst, Manufacturing Engineer, Enterprise Architect,

etc.

While practitioners of systems analysis can be called upon to create entirely new

systems their skills are more often used to modify, expand or document existing

systems (processes, procedures and methods).
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1.2 Systems Development Life Cycle

Systems Development Life Cycle (SDLC) is any logical process used by a systems

analyst to develop an information system, including requirements, validation, training,

and user ownership. An SDLC should result in a high quality system that meets or

exceeds customer expectations, reaches completion within time and cost estimates,

works effectively and efficiently in the current and planned Information Technology

infrastructure, and is inexpensive to maintain and cost-effective to enhance.

Computer systems have become more complex and often (especially with the advent

of Service-Oriented Architecture) link multiple traditional systems potentially

supplied by different software vendors. To manage this level of complexity, a number

of system development life cycle (SDLC) models have been created: "waterfall,"

"fountain," "spiral," "build and fix," "rapid prototyping," "incremental," and

"synchronize and stabilize." Although the term SDLC can refer to various models, it

typically denotes a waterfall methodology.

In project management a project has both a life cycle and a "systems development life

cycle," during which a number of typical activities occur. The project life cycle (PLC)

encompasses all the activities of the project, while the systems development life cycle

focuses on realizing the product requirements.

1.3 History

Systems development life cycle is the oldest formalized methodology for building

information systems, intended to develop information systems in a very deliberate,

structured and methodical way, reiterating each stage of the life cycle. The traditional

systems development life cycle originated in the 1960s to develop large scale

functional business systems in an age of large scale business conglomerates.

Information systems activities resolved around heavy data processing and number

crunching routines.

In the 1980s the Structured Systems Analysis and Design Method (SSADM) was

based in SDLC. SSADM is a systems approach to the analysis and design of

information systems, produced for the Office of Government Commerce, a UK
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government office concerned with the use of technology in government. Since the

1980s the traditional life cycle approaches to systems development has been

increasingly replaced with alternative approaches and frameworks, which attempted

to overcome some of the inherent deficiencies of the traditional SDLC.

1.4 Systems Development Phases

Systems Development Life Cycle (SDLC) adheres to important phases that are

essential for developers, such as planning, analysis, design, and implementation, and

are explained in the section below. There are several Systems Development Life

Cycle Models in existence. The oldest model, that was originally regarded as "the

Systems Development Life Cycle" is the waterfall model: a sequence of stages in

which the output of each stage becomes the input for the next. These stages generally

follow the same basic steps but many different waterfall methodologies give the steps

different names and the number of steps seems to vary between 4 and 7. There is no

definitively correct Systems Development Life Cycle model, but the steps can be

characterized and divided in several steps.

1.5 Initiation/Planning

To generate a high-level view of the intended project and determine the goals of the

project. The feasibility study is sometimes used to present the project to upper

management in an attempt to gain funding. Projects are typically evaluated in three

areas of feasibility: economical, operational, and technical. Furthermore, it is also

used as a reference to keep the project on track and to evaluate the progress of the

MIS team.The MIS is also a complement of those phases. This phase is also called the

analysis phase.

1.6 Requirements Gatherings and Analysis

The goal of systems analysis is to determine where the problem is in attempt to fix the

system. This step involves breaking down the system in different pieces and drawing

diagrams to analyze the situation. Analysts project goals, breaking down functions
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that need to be created, and attempt to engage users so that definite requirements can

be defined.

1.7 Design

In systems design functions and operations are described in detail, including screen

layouts, business rules, process diagrams and other documentation. The output of this

stage will describe the new system as a collection of modules or subsystems.

1.8 Build or Coding

Modular and subsystem programming code will be accomplished during this stage.

Unit testing and module testing are done in this stage by the developers. This stage is

intermingled with the next in that individual modules will need testing before

integration to the main project. Planning in software life cycle involves setting goals,

defining targets, establishing schedules, and estimating budgets for an entire software

project

1.9 Testing

The code is tested at various levels in software testing. Unit, system and user

acceptance testing are often performed. This is a grey area as many different opinions

exist as to what the stages of testing are and how much if any iteration occurs.

Iteration is not generally part of the waterfall model, but usually some occurs at this

stage.

Types of testing:

o Data set testing

o Unit testing

o System testing

o Integration testing

o Black box testing
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o White box testing

o Module testing

o Regression testing

o Automation testing

o User acceptance testing

1.10 Operations and Maintenance

The deployment of the system includes changes and enhancements before the

decommissioning or sunset of the system. Maintaining the system is an important

aspect of SDLC. As key personnel change positions in the organization, new changes

will be implemented, which will require system updates.

Topic : Implementation

Topic Objective:

At the end of this topic student would be able to:

 Understand the term Implementation

 Understand Types of Implementation

 Understand SDLC Phases Related to Management Controls

 Understand Work Breakdown Structure Organization



 Understand Baselines in the SDLC
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Definition/Overview:

Implementation: Implementation is the realization of an application, or execution of a plan,

idea, model, design, specification, standard, algorithm, or policy.

In computer science, an implementation is a realization of a technical specification or

algorithm as a program, software component, or other computer system. Many

implementations may exist for a given specification or standard. For example, web browsers

contain implementations of World Wide Web Consortium-recommended specifications, and

software development tools contain implementations of programming languages.

In the IT Industry, implementation refers to post-sales process of guiding a client from

purchase to use of the software or hardware that was purchased. This includes Requirements

Analysis, Scope Analysis, Customizations, Systems Integrations, User Policies, User

Training and Delivery. These steps are often overseen by a Project Manager using Project

Management Methodologies set forth in the Project Management Body of Knowledge.

Software Implementations involve several professionals that are relatively new to the

knowledge based economy such as Business Analysts, Technical Analysts, Solution

Architect, and Project Managers.

Key Points:

1. Types of implementation

 Phased

 Big Bang (financial markets)

 Direct Changeover

 Hot standby

 Parallel Running or as known as parallel

 Pilot Introduction or as known as pilot

 Well Trade

www.bsscommunitycollege.in   www.bssnewgeneration.in  www.bsslifeskillscollege.in

50
www.onlineeducation.bharatsevaksamaj.net        www.bssskillmission.in

WWW.BSSVE.IN



1.1 Systems Development Life Cycle

1.1.1 SDLC Phases Related to Management Controls.

The Systems Development Life Cycle (SDLC) phases serve as a programmatic guide to

project activity and provide a flexible but consistent way to conduct projects to a depth

matching the scope of the project. Each SDLC phase objectives are described in this

section with key deliverables, a description of recommended tasks, and a summary of

related control objectives for effective management. It is critical for the project manager

to establish and monitor control objectives during each SDLC phase while executing

projects. Control objectives help to provide a clear statement of the desired result or

purpose and should be used throughout the entire SDLC process. Control objectives can

be grouped into major categories (Domains), and relate to the SDLC phases

To manage and control an SDLC initiative, each project will be required to establish

some degree of a Work Breakdown Structure WBS to capture and schedule the work

necessary to complete the project. The WBS and all programmatic material should be

kept in the Project Description section of the project notebook. The WBS format is

mostly left to the project manager to establish in a way that best describes the project

work. There are some key areas that must be defined in the WBS as part of the SDLC

policy. The following diagram describes three key areas that will be addressed in the

WBS in a manner established by the project manager.

1.2 Work Breakdown Structure Organization

The upper section of the Work Breakdown Structure(WBS) should identify the major

phases and milestones of the project in a summary fashion. In addition, the upper section

should provide an overview of the full scope and timeline of the project and will be part

of the initial project description effort leading to project approval. The middle section of

the WBS is based on the seven Systems Development Life Cycle (SDLC) phases as a

guide for WBS task development. The WBS elements should consist of milestones and

tasks as opposed to activities and have a definitive period (usually two weeks or more).

Each task must have a measurable output (e.g. document, decision, or analysis). A WBS

task may rely on one or more activities (e.g. software engineering, systems engineering)

and may require close coordination with other tasks, either internal or external to the
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project. Any part of the project needing support from contractors should have a Statement

of work(SOW) written to include the appropriate tasks from the SDLC phases. The

development of a SOW does not occur during a specific phase of SDLC but is developed

to include the work from the SDLC process that may be conducted by external resources

such as contractors.

1.3 Baselines in the SDLC

Baselines are an important part of the Systems Development Life Cycle (SDLC). These

baselines are established after four of the five phases of the SDLC and are critical to the

iterative nature of the model . Each baseline is considered as a milestone in the SDLC.

o Functional Baseline: established after the conceptual design phase.

o Allocated Baseline: established after the preliminary design phase.

o Product Baseline: established after the detail design and development phase.

o Updated Product Baseline: established after the production construction phase.
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