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Chapter 5 
EMERGING MODES OF BUSINESS 

 
INTRODUCTION 

 

The way business is done has undergone fundamental changes during the last decade or 

so. The manner of conducting business is referred to as the ‘mode of business,’ and, the 

prefix ‘emerging’ underlines the fact, that these changes are happening here and now, 

and, that these trends are likely to continue. In fact, if one were to list the three strongest 

trends that are shaping business, these would be: 

 

(i) Digitisation — the conversion of text, sound, images, video, and other content into a 
series of ones and zeroes that can be transmitted electronically,  

(ii) Outsourcing, and, (iii) inter - nationalisation and globalisation. You will read about 
international business in Chapter 11. In this chapter, we will be familiarising you with the 

first two developments, i.e., digitization (a term from electronics) of business — also 
referred to as electronic business (e-business), and Business Process Outsourcing (BPO). 
Before we do so, a brief discussion about the factors responsible for these two new modes 
of business would be in order. 
 
Electronic mode of doing business, or e-business as it is referred to, presents the 

firm with promising opportunities for anything, anywhere and anytime to its 

customers, thereby, dismantling the time and space/locational constraints on its 

performance. Though e-business is high-tech, it suffers from the limitation of 

being low in personal touch. The customers as a result do not get attended to on 

an interpersonal basis. Besides, there are concerns over security of e-

transactions and privacy of those who transact business over the internet. The 

benefits of e-commerce also seem to have accrued unevenly across countries 

and across regions within a country. 

Apart from becoming digital, the firms are also resorting to a departure from the 

erstwhile ‘do it all by yourself’ mindset. They are increasingly contracting out 

manufacturing, R and D as well as of business processes irrespective of whether 

these are IT enabled or not. India is riding high on the global outsourcing 

business and has gained considerably in terms of employment generation, 

capability building and contribution to exports and GDP. 

1 Scope of e-Business 



(i) B2B Commerce: Here, both the parties involved in e-commerce transactions are 

business firms, and, hence the name B2B, i.e., business-to-business (see Figure 5.1). 

Creation of utilities or delivering value requires a business to interact with a number of 

other business firms which may be suppliers or vendors of diverse inputs;  

or else they may be a part of the channel through which a firm distributes its 

products to the consumers. For example, the manufacture of an automobile 

requires assembly of a large number of components which in turn are being 

manufactured elsewhere — within the vicinity of the automobile factory or even 

overseas. 

 (ii). B2C Commerce: As the name implies, B2C (business-to-customers) transactions 

have business firms at one end and its customers on the other end. Although, what 

comes to one’s mind instantaneously is online shopping, it must be appreciated that 

‘selling’ is the outcome of the marketing process. And, marketing begins well before a 

product is offered for sale and continues even after the product has been sold. B2C 

commerce, therefore, entails a wide gamut of marketing. 

 

(iii) Intra-B Commerce: Here, parties involved in the electronic transactions are from 

within a given business firm, hence, the name intra-B commerce. As noted earlier too, 

one critical difference between e-commerce and e-business is that, e-commerce 

comprises a business firm’s interaction with its suppliers, and distributors/other 

business firms (hence, the name B2B) and customers (B2C) over the internet. 

 

(iv) C2C Commerce: Here, the business originates from the consumer and the 

ultimate destination is also consumers, thus the name C2C commerce. 

 

BENEFITS OF e-BUSINESS 

 

Ease of formation and lower investment requirements: Unlike a host of procedural 

requirements for setting up an industry, e-business is relatively easy to start. The 

benefits of internet technology accrue to big or small business alike. 

 

Convenience: Internet offers the convenience of ‘24 hours × 7 days a week × 365 

days’ a year business that allowed. 

 

(iii). Speed: As already noted, much of the buying or selling involves exchange of 

information that internet allows at the click of a mouse. This benefit becomes all the 

more attractive in the case of information-intensive products such as softwares, 

movies, music, e-books and journals that can even be delivered online. 

 
(iv)   Global reach/access: Internet is truly without boundaries. On the one hand, it 
allows the seller an access to the global market; on the other hand, it affords to the buyer a 
freedom to choose products from almost any part of the world. 

 

(v). Movement towards a paperless society: Use of internet has considerably reduced 

dependence on paperwork and the attendant ‘red tape.’ 

 



LIMITATIONS OF e-BUSINESS 

 

(i) Low personal touch: High-tech it may be, e-business, however, lacks warmth of 
interpersonal interactions. To this extent, it is relatively less suitable mode of business in 
respect of product categories requiring high personal touch such as garments, toiletries, 

etc.  

(ii) Incongruence between order taking/giving and order fulfilment speed: Information 

can flow at the click of a mouse, but the physical delivery of the product takes time. 

This incongruence may play on the patience of the customers. 

 

(iii). Need for technology capability and competence of parties to e-business: Apart 

from the traditional 3R’s (R eading, WR iting, and ARithmetic), e-business requires a 

fairly high degree of familiarity of the parties with the world of computers. 

 

(iv). Increased risk due to anonymity and non-traceability of parties: Internet 

transactions occur between cyber personalities. As such, it becomes difficult to 

establish the identity of the parties. Moreover, one does not know even the location 

from where the part 
  
 

         ONLINE  TRANSACTIONS 

 

Operationally, one may visualise three stages involved in online transactions 
i ) R e g i s t r a t i o n : Before online shopping, one has to register with the online vendor 
by filling-up a registration form. Registration means that you have an ‘account’ with the 
online vendor. Among various details that need to be filled in is a ‘password’ as the 
sections relating to your ‘account’, and ‘shopping cart’ are password protected. Otherwise, 
anyone can login using your name and shop in your name. This can put you in trouble.  
 
(ii) Placing an order: You can pick and drop the items in the shopping cart. Shopping cart is 
an online record of what you have picked up while browsing the online store. Just as in a 
physical store you can put in and take items out of your cart, likewise, you can do so even 
while shopping online. After being sure of what you want to buy, you can ‘checkout’ and 
choose your payment option. 
 
(iii) Payment mechanism: Payment for the purchases through online shopping may be 

done in a number of ways: 

 

• Cash-on Delivery (CoD): As is clear from the name, payment for the goods ordered 
online may be made in cash at the time of physical delivery of goods.  

• Cheque: Alternatively, the online vendor may arrange for the pickup of the cheque 
from the customer’s end. Upon realisation, the delivery of goods may be made.  

• Net-banking Transfer: Modern banks provide to their customers the facility of 

electronic transfer of funds over the Internet using Immediate 



• Payment Services (IMPS), NEFT and RTGS. In this case, therefore, the 

buyer may transfer the amount for the agreed price of the transaction to the 

account of the online vendor who may, then, proceed to arrange for the delivery of 

goods. •  
• Credit or Debit Cards: Popularly referred to as ‘plastic money,’ these cards are the 
most widely used medium for online transactions. In fact, about 95 per cent of online 
consumer transactions are executed with a credit card. 

 
        SECURITY     AND     SAFETY     OF e-TRANSACTIONS: e-BUSINESS RISKS 
 

Online transactions, unlike arm’s length transactions in physical exchange, are prone to a 
number of risks. Risk refers to the probability of any mishappening that can result i n t o f i 
n a n c i a l , r e p u t a t i o n a l o r psychological losses to the parties involved in a 
transaction. 

 

 
 


