THE PARTY HAS BEGUN

In 1999, 196 million people spent over $120 billion online, and by 2003, 500 million will spend more than $1.3 trillion. Mind you, all these figures could be way off the mark if China and India take off in the next couple of years — a very distinct possibility. China.com, for example, an Internet portal offering Chinese-language Internet and e-commerce services, reported a more than 81 per cent surge in revenues in the first quarter of 2000 over the previous quarter. With over 4.5 million registered users on 31 March 2000 (a 104 per cent increase over 31 December 1999), it has embarked on a series of acquisitions and has doubled its marketing costs to boost its brand name across Asia, and now has a presence in ten countries in the region. It had 1600 employees in that quarter, compared with 660 in the previous quarter. About 56 per cent of the revenues in that quarter came from its e-commerce business, while advertising revenues accounted for only 40 per cent. China.com also secured a listing on the Nasdaq in July 1999. In India a company SKumars.com is setting up an Internet-based wire​less public network with 50000 terminals in more than 1000 towns and cities. And with that backbone, a quantum leap in e-commerce is only a matter of time.

The Internet is already a part of our lives. It’s not the future we’ve to get ready for. It’s the present.1 Just seven web banking services were available in 1996; by mid-2000, that number is approaching over six hundred. The total will continue to increase as the number of households conducting online financial transactions rises. The following are not predictions but hard facts regarding the Internet:

A study by the University of Texas reports that Internet companies are 60 per cent more productive in terms of revenue per employee than non-web companies.

Federal Express handles 70 per cent of all customer transactions and queries via the web; its goal — 100 per cent. It handles up to 60 million messages per day.

The US Department of Commerce reports that 40 per cent of all new car buyers in 1998 were using the web in their search for and evaluation of options and that the conversion rate — enquiries and leads that turn into a sale — is 40 per cent for the web versus 15 per cent for dealers.

The Internet and wireless telephony are indeed the two fastest growing technologies. And the combination of the two will prove enormously popular and revolutionary. There are currently around 300 million people globally with wireless phones but this is expected to triple over the next four years.

YOU THOUGHT IT’S ONE OF THOSE AMERICAN FADS

To top it all, the US has already put e-commerce at the top of its economic agenda and is seeking to extend the ‘duty-free’ status of international online transactions to protect the development of global e-commerce. Susan Esserman, deputy US trade representative, recently reiterated that the US wanted the World Trade Organization to agree ‘at the earliest possible date’ to extend the current moratorium on customs duties for electronic trade. In the US, there is already an Internet

Tax Freedom Act, promulgated in October 1998, that puts a three-year moratorium on any new Internet-related tax and prohibits any bandwidth taxes, multiple taxes and discriminatory taxes.

At a conference of the fellow leaders of the centre-left at Florence, Italy, in November 1999, President Bill Clinton of the US warned of the dangers in what he called the digital divide — the advantages that those with access to technology and the Internet have over those who do not. Clinton said that in order to close the digital divide every classroom in the US would be hooked to the Internet by the end of 2000. It was a goal that he suggested other countries should imitate

And just as most of us were writing the Internet off as a US phenomenon, European venture capitalists are being flooded with Internet start-up proposals — so much so that six leading, and normally competing, venture capital companies have agreed to take the support of another company to help them filter applicants. E-Start, itself a start-up led by Jamie Mitchell, 27, who graduated from Harvard Business School in June 1999, will now accept business plans from the start-ups and effectively do much of the screening and due diligence on behalf of the six participating venture capitalists. 

Mitchell points out that he and fellow students looked at the powerful networks that existed in the US and decided Europe was ripe for something similar. ‘[Internet backers] are in such a fast-changing environment that while they are competitors on paper there is a lot of co-operation too. It is more a matter of “co-opetition” these days,’ Mitchell notes.

Even the investors in the otherwise conservative French stock market, for example, went berserk recently. The investor demand for the country’s first quoted Internet company, Artprice.com, ran so high that the share price went through the roof and trading had to be halted twice on its market debut. The site publishes data on auction sales and its initial public offering (IPO) was 94 times oversubscribed.

To be frank, the failure of Boo.com, the sportswear e-tailer, in May 2000 did initially shake confidence in e-businesses. But soon people were talking about Boo’s ‘misadventure in retail’6 to emphasize the obvious prescription: learn, evolve and prosper. Let’s not forget that Boo.com’s first round of financing is the stuff of legends, even in the short history of the new economy, but with ambitious expansion that outstripped even optimistic predictions of future revenues it has not taken long to burnout. Boo.com7 suffered from delays, technical hitches and a web site that made broadband access a prerequisite for purchasing sneakers. More conventional problems abounded too. There was no price transparency — in an effort to keep man​ufacturers happy this Internet company wanted to offer goods at local retail prices.

In Europe, the Internet has in fact struck chords at the highest levels. Philip Gould, who advises Tony Blair on public opinion, said the new media should be used to prevent Parliament appearing ‘impotent and irrele​vant’ and to ensure ‘the people’s voice should always be heard’. The government has indicated that the Internet could play a role in moderniz​ing electoral law. ‘The formal political process, with five-year election cycles and little formal opportunity to participate in the meantime, seems to many to be antiquated,’ he said. ‘This is not to say the cycle is wrong or should be changed . It is simply to say that democracy cannot stop on polling day,’ Mr Gould said in an interview in late November 1999. ‘The Internet is going to revolutionize politics over the next 25 years. MPs will be connected to their constituents and will be engaged in dialogue via the new electronic media.’ In October 1999, a crossparty report recommended polling stations in shopping centres, railway stations, workplaces and post offices as part of a shake-up of electoral law.

FOOLS PARADISE?

But why are some of us so obsessed with the Internet? Quite a few revolutions — technological, social and cultural — have shaped our evolution but the Internet stands out for one simple reason: velocity. It’s like the last industrial revolution compressed in time by 90 per cent. If the railroads fundamentally altered the competitive landscape of business in the nineteenth century by throwing previously protected regional companies into battles with distant rivals, say Carliss Y. Baldwin and Kim B. Clark, expect e-commerce to do the same in the twenty-first century. The global (economic) village was never more close to realization. We have already seen the impact of industrial revo​lution on the supply side of the economy — expect e-commerce to bring about a similar impact on the demand (customer) side of the chain.

The Internet presents ‘once in a lifetime’ business opportunity driven by technological changes. Says Larry Ellison, Oracle’s CEO: ‘The transition to Internet computing is the last big architectural change we’ll see in computer technology for a long, long time. That’s because with the Internet, computer and network services will finally begin to look like the electricity utility, the phone utility, or the water utility systems, and economics of scale will really apply. Bigger really is better.’ Ellison saw that if Oracle played its cards right, the confluence of database, the Internet and the web browser is potentially the most ominous development to displace the operating system as the focal point of computing and erode Microsoft’s industry dominance. He started on ‘Internalizing’ the Internet computing architecture within Oracle in the summer of 1997 itself.

The economist Napier Collyns — a co-founder of the Global Business Network, a California think-tank that helps big corporations ponder the future — believes: ‘For the first time, we’ll really see supply and demand working,’ he says. The market, not corporations, will set prices. ‘It will be like the oil companies, which, for a hundred years, kept the price of oil in their own hands. Now the price of oil is decided on Wall Street.’ The extent of the impact will indeed be sweeping. A simple mani​festation will be that every penny of the price paid by a consumer will bring in the expressly desired value from the product bought — there will be no imperfect market surpluses. If revolutions in the past have significantly changed our lives, there is no reason to expect anything less this time.

THE CHURN IS ON

In less than three years, the term e-commerce is unable to circumscribe the changes that are sweeping our world due to the Internet. In fact, Cisco no longer tends to use the term e-commerce. It uses the terms e-business and network commerce. More importantly, the ultimate goal of Cisco’s e-busi​ness perspective is to break down the walls that separate the company from its customers, employees and suppliers/partners. Cisco’s belief is that the more it can allow them to have access to its systems and internal functions, the easier it would be for them to do business with Cisco. At Cisco, when they talk about network commerce they are talking about an Internet facilitated coordination across functions, processes, divisions and regions. We, however, continue to use the term ‘e-commerce’ to mean much the same for reasons of familiarity for the readers.

We’re thus talking of a much more pervasive phenomenon than meets the eyes now. Arie Segev, Michael Bloch and Yves Pigneur of the University of California at Berkeley quite capture the pervasiveness when they define e-commerce as ‘support for any kind of business transactions over a digital infrastructure’. The technologies they include in e-commerce are not limited to the Internet and the World Wide Web. These are obviously the common ones in consumer e-commerce systems but this will change in the future. They include all interactive technologies that may involve a device supporting multimedia capabilities (text, sound, pictures, data, etc.) in an open network as e-commerce platforms. By that token, mobile telephones and interactive television fit well as e-commerce channels.

However, there is little overlap in the perceptions that people carry about what significant value to expect out of e-commerce in the long run. Some, for instance, think the Internet is a fad that will die its own death while others come out with transaction theory rebuttals (saying organizations

