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      Introduction

      Online shopping – think of it as a shopping centre in cyberspace, with online auctions as the car-boot sale in the car park.
        This course will help you understand how to use online shopping sites, how to ensure that you are using the best sites and
        the best ways to protect your security. 
      

      This OpenLearn course provides a sample of level 1 study in Computing & IT

    

  
    
      Learning outcomes

      After studying this course, you should be able to:

      
        	describe and use safely eBay and Amazon

      

      
        	describe some of the technologies that underpin online shopping and auctions

      

      
        	approach new tasks involving online shopping and auctions with more confidence.

      

    

  
    
      1 Introducing eBay

      One of the earliest popular applications of the Web was an online auction system called eBay. Think of it as an enormous car-boot
        sale. In an ordinary (offline) auction system, you brought things you wished to sell to an auctioneer who catalogued and then
        sold them on your behalf at a physical auction attended by people who placed bids for the goods. There would be a series of
        bids with the auctioneer encouraging people to bid against each other, thereby raising the selling price. The highest bid
        at the close of the auction got the goods. The winning bidder paid the auctioneer the bid price. Afterwards, the auctioneer
        deducted a fee and passed the remainder to you. The winning bidder collected the goods.
      

      Online auctions are an extension of this general idea into Cyberspace. eBay rapidly became the most successful and popular
        implementation of the idea. It enabled thousands of people to advertise goods for sale on the eBay website. People bid for
        the items online, and at the close of the auction, the highest bid wins. The process goes like this:
      

      
        	 					
          Seller lists an item, and potential buyers bid
 				
        

        	 					
          Sale ends at predetermined time
 				
        

        	 					
          eBay sends contact data to buyer and seller
 				
        

        	 					
          Buyer and seller arrange shipping details
 				
        

        	 					
          Buyer sends funds – seller sends goods
 				
        

        	 					
          Buyer and seller rate each other via the eBay feedback forum
 				
        

        	 					
          Seller pays eBay a listing fee and, in case of a sale, a final value fee
 				
        

      

      eBay was founded by an American entrepreneur, Pierre Omidyar, in 1995. According to his official biography, Omidyar was seeking
        a way to use the Internet to create an efficient marketplace. He came up with the auction format for online person-to-person
        trading, creating a simple, easy-to-understand mechanism that let buyers and sellers decide the true value of items and connect
        with others.
      

      Omidyar launched eBay initially as a hobby, but the company grew very rapidly. It was one of the few pure-Internet businesses
        to make a profit almost from its launch. It is said that in the early days its founder expected it to be a place where 'collectables'
        would be traded, but it rapidly evolved into a marketplace in which more or less anything was bought and sold.
      

      On any given day, there are tens of thousands of items offered for sale on the system, and there are different versions of
        eBay for different countries (eBay.com for the US, eBay.co.uk for Britain, and so on). The variety of things available is
        astonishing, and includes many items which would be difficult to sell any other way. Some of the more extraordinary items
        have attracted media attention. Some years ago, for example, someone sold an entire small town on eBay. The US state of Maryland
        sold the State Governor's yacht on eBay for $270,000. I know someone who bought a disused Scottish church on it! There have
        been notorious cases where people have attempted to sell organs for transplantation (such transactions are banned by eBay,
        but that didn't stop people trying). There are items for sale costing many thousands of pounds, and items priced in pennies.
      

      In order for online auctions to flourish, a number of tricky problems had to be solved. First of all, there is the issue of
        trust – how can vendors be sure that purchasers are honest? – and vice versa, in an environment where nobody 'knows' anyone
        else. How to detect and stamp out fraud. How to arrange payment systems that are convenient and safe. And so on.
      

      Online auctions like eBay offer benefits for both sellers and purchasers. Vendors are able to sell things which might be difficult
        or impossible to sell by any other means (for example, old or unwanted household goods, toys, obsolete equipment, etc.). Purchasers
        are able to find and purchase items which may be very difficult to obtain via conventional retail channels (e.g. chargers
        for old mobile phones, items of computer equipment no longer available in stores).
      

    

  
    
      2 How to do it – eBay

      
        2.1 Exploring eBay

        First, have a look around the eBay system to get a feel for how it works.

        Go to the eBay website 

        Find an item that interests you, either by clicking on the categories in the left-hand panel …

        
          [image: ]

          eBay Categories

          View description - eBay Categories

        

        … or by typing it into the search box.

        
          [image: ]

          eBay search

          View description - eBay search

        

        I was interested in Nikon lenses, and eBay responded with a list of 27 items in which the words 'Nikon' and 'lenses' appeared.

        
          [image: ]

          eBay search results

          View description - eBay search results

        

        For most of the 27 items listed there was an auction in progress. For each, there was information on the current highest bid,
          the number of bids that had been made up to that time, and the time remaining before the auction closed.
        

        
          [image: ]

          eBay search results

          View description - eBay search results

        

        I wanted to see how the auction for the Nikon F70 was progressing. Clicking on it took me to the auction page for the item.

        
          [image: ]

          eBay auction page

          View description - eBay auction page

        

        This gives lots of information on the state of the bidding, the number of bids made so far, the history of the bidding and
          the eBay name of the current high bidder. Note that the bidder's name is a hyperlink. Clicking on it took me to a page giving
          the bidder's eBay 'profile'.
        

        
          [image: ]

          eBay member profile

          View description - eBay member profile

        

        This profile attempts to show how the current high bidder is regarded by people he has dealt with in the past. In fact, this
          particular bidder has only made one previous eBay transaction. But he received a complimentary comment nevertheless:
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          eBay comments

          View description - eBay comments

        

        Returning to the main auction page, I can also find similar kinds of information on the seller of the item:

        
          [image: ]

          eBay seller details

          View description - eBay seller details

        

        What's the point of all this feedback? The answer is that it's eBay's solution to the problem of building trust in an online
          environment. The idea is that if an eBay buyer or seller builds up a record of reliable and honest behaviour, and if his or
          her record is available for all to see before anyone commits to a transaction with that person, then the confidence needed
          for a trading environment will be maintained. It's an ingenious solution to a tricky problem, provided that the security of
          the eBay system which manages this is not compromised.
        

        
          2.1.1 What's 'Buy It Now'?

          
            [image: ]

            eBay buy-it-now

            View description - eBay buy-it-now

          

          In addition to the current bid price, you will notice that some items have a different (higher) price labelled 'Buy It Now'
            and some items only have a 'Buy It Now' price. What this means is that eBay has evolved from a pure online-auction site to
            one which creates a mixed auction-plus-retail and retail-only marketplace.
          

          Where an auction also lists a 'Buy It Now' price, you can terminate the auction and secure the item by clicking on the link.
            What you are effectively doing is making a trade-off between (i) the possibility of buying the item at a lower price through
            the bidding process (remember you may be outbid at the very last minute and not get the item), and (ii) the certainty of getting
            it – but at a higher price.
          

          If there is only a 'Buy It Now' label on an item, then it is not being auctioned, but simply being sold online. eBay in this
            case is merely functioning as a kind of online bazaar in which stallholders retail their wares without having to set up their
            own e-commerce (that is, business carried out through the internet) sites.
          

        

      

      
        2.2 Making a bid on eBay

        Anyone can browse any auction in eBay, just as you have been doing. In order to bid, however, you need to register with eBay.
          You can do this by clicking on the 'register' link at the top of the home page and completing the online form. When you submit
          the form eBay sends an email message to your designated email address. The registration process is completed after you respond
          to this message.
        

        You should now register with eBay.

        Once registered, you can bid in any auction on eBay. To do this, simply click on the 'Place a bid' button. This brings up
          the page below:
        

        
          [image: ]

          eBay bid placing

          View description - eBay bid placing

        

        You bid by indicating the maximum amount you are willing to pay for the item. eBay then bids incrementally on your behalf
          against other bidders – up to the maximum limit you have set, but it does not reveal your limit to anyone else. eBay calls
          this 'proxy bidding'. If bidding for the item goes above your limit, then you are outbid – and eBay will send you a message
          alerting you to the fact. You can then return to the auction and enter a new maximum bid if you wish.
        

        One of the benefits of proxy bidding is that you don't have to sit around all day watching the progress of an auction. Even
          if you are not a bidder, you can put a particular auction on your 'watch list'. This enables you to keep track of auctions
          in your list by clicking on the 'My eBay' button on the home page of the site.
        

        
          [image: ]

          eBay interface

          View description - eBay interface

        

        
          [image: ]

          eBay watching items

          View description - eBay watching items

        

        One point to remember is that a bid is effectively a contract. If you withdraw a bid, the withdrawal will be logged on your
          eBay profile. This doesn't necessarily mean that withdrawing a bid is a bad idea – after all, you may suddenly have reason
          to doubt the quality of the item or the integrity of the vendor. But anything that adversely affects your eBay 'reputation'
          needs to be carefully considered, and bids should not be frivolous. Remember that the trust system works both ways: it enables
          sellers to assess purchasers as well as vice versa! So, only bid if you intend to buy.
        

        
          2.2.1 What happens if you are the winning bidder?

          At the end of an auction, the eBay system puts seller and buyer in touch with one another via email, and between them they
            arrange details of payment and delivery. In the early days this was often tricky, involving waiting for the clearance of cheques
            etc., but for many auctions eBay now provides a payment system based on credit cards similar to the system used by conventional
            online retailing sites like Amazon, Tesco and Waitrose. eBay also now owns PayPal, an online payment system. After that, it's
            a matter of waiting for the goods to arrive, after which both buyer and seller are supposed to record their ratings of the
            other's performance– which then updates their respective eBay profiles. This means that the more people use eBay the more
            extensive (and, hopefully, revealing) their profiles become.
          

          Pick an auction and observe it until it closes by logging on at intervals and noting what's happening. Examine the bid history
            to see what the bidding process is like. What happens to bidding towards the end of the auction?
          

          You may wish to share your observations in the Comments section below.

        

      

      
        2.3 Selling on eBay

        To sell goods on eBay you have to go through a more elaborate registration process than that needed merely to bid. You have
          to provide more information on your personal details, and provide the number of a valid credit or debit card and the details
          of a bank account. This is because eBay makes its money from fees paid by vendors, and it needs a reliable mechanism for collecting
          these fees. eBay levies three types of fee – a listing fee (for allowing you to offer an item for sale on the site), a final
          value fee (based on the amount of the winning bid) and an optional 'listing enhancement' fee (for highlighting your item in
          a variety of ways on the eBay site).
        

        Clicking on the 'Sell' button on the eBay home page begins the process.

        
          2.3.1 A step-by-step approach to selling

          First you have to complete the 'Sell Your Item' form. This creates your eBay listing and requires decisions from you on a
            number of issues:
          

          
            	 							
               								Selling Format Are you selling through eBay's standard auction format, or using your own eBay Shop (using 'Buy It Now')?
              
 						
            

            	 							
               								Category Into what category or categories does your item fall?
              
 						
            

            	 							
               								Title Should be clear, complete, and descriptive – and should include words that buyers would search for when looking for your
                item.
              
 						
            

            	 							
               								Item Description This should be clear and complete – and spell-checked (lots of eBay listings are not!).
              
 						
            

            	 							
               								Add Pictures Show off your item with photos. Experience on eBay suggests that good pictures are very effective selling aids. This is only
                to be expected in an online environment where people do not have an opportunity to handle or try the goods for themselves.
              
 						
            

            	 							
               								Pricing and Duration Decide how long you want your auction to run. How many items are you selling? What will be your starting price? Would you
                like to use a reserve price (i.e. the price below which you are not prepared to sell) or sell with Buy It Now?
              
 						
            

            	 							
               								Item Location This reveals where (in terms of town, city, country) the item is currently located. This helps people near you find your
                item. Note: it does NOT involve revealing your real address.
              
 						
            

            	 							
               								Payment and Postage Information How will you accept payment from your buyer when your auction ends? Where will you post your item and who will pay? The more
                information you provide now, the easier the end of your auction will be.
              
 						
            

          

          Having completed the form, you need to review and submit your listing. eBay provides a preview of your listing and a summary
            of its details. If you are satisfied, submit it. Your auction is now online. When the auction closes you should:
          

          
            	 							
              contact the buyer directly using email once the listing is over to arrange postage and payment;
 						
            

            	 							
              dispatch the item to the buyer;
 						
            

            	 							
              leave the buyer feedback on the online form provided automatically by eBay.
 						
            

          

          That's it!

          You should choose four different auctions and compare them in terms of:

          
            	 							
              accuracy and attractiveness of the item description;
 						
            

            	 							
              quality of presentation – especially photographs.
 						
            

          

          You may wish to share your comparisons in the Comments section below.

        

      

    

  
    
      3 What's going on with eBay

      eBay is a huge database with a Web interface. (A database is a collection of information organised in such a way that a computer
        program can quickly retrieve desired pieces of data.) The database is continually being updated as people add items, and bid
        for them, and as auctions open and close. The software includes database software and web-serving software and runs on a large
        cluster of powerful servers. It is a formidably complex system and although eBay had some teething problems in its early years
        – system failures cost the company millions of dollars in lost revenues – it is now impressively robust and resilient.
      

      As with most successful e-business services, eBay conceals all this background complexity from the end-user. A great deal
        of effort has gone into making the process of buying and selling as obvious and painless as possible. A measure of the success
        of this effort is the apparent ease with which millions of novice users engage in online transactions.
      

    

  
    
      4 The eBay phenomenon – what it means

      Writers on e-business group Internet processes into four categories, using this grid:

      
        [image: Figure 13]

        Figure 13 Types of e-business

        View description - Figure 13 Types of e-business

      

      Business-to-Individual (B2I) is the conventional e-commerce sector. The online bookseller Amazon is a leading example. Online
        auction services like eBay fall in the bottom right-hand sector – Individual-to-Individual (I2I) – because they facilitate
        transactions between individuals and derive their revenues solely from fees paid by participants in the virtual marketplace
        that they provide.
      

      eBay has grown phenomenally since its launch in September 1995. It now has 105 million registered users, 328 million listings,
        gross sales worth $8 billion, revenues of over $750 million and operates in 28 countries. In almost all of its major markets
        it is the biggest e-commerce site. Its stock market valuation in April 2004 was in the region of $53 billion.
      

      This kind of growth and market penetration could only have been achieved if the company was offering a service that customers
        really wanted. Like a handful of other Internet ventures – Amazon and Google are the ones that come to mind – eBay has changed
        the world in a significant way by making possible what had hitherto been difficult or impossible. People sometimes derisively
        describe eBay as 'a global car-boot sale', but in a way that is both true and the main reason for its success. It provided
        people with a way of buying and selling that up to then had been available only in a small-scale, localised way.
      

      eBay has also had an impact on the economies of the countries in which it operates by creating a kind of economic 'ecosystem'.
        For example, many small traders who had previously operated as stall-holders or shopkeepers now operate exclusively on eBay,
        thereby saving on rent and other expenses. It has changed the way in which craftspeople market their wares. It provides an
        inexpensive route into e-commerce for small companies who might balk at running their own online retailing operations. And
        it has provided a mechanism for buying and selling specialised, obsolete or obscure items which would otherwise go untraded.
      

      Increasingly, eBay has affected bigger companies too. Sun Microsystems, for example, generates sales of the order of $1 milliion
        a week by selling equipment via auctions. The company offers on eBay the servers that haven't sold as well as expected and
        which they need to sell to free up warehouse space. Sun also auctions last-generation products that might otherwise be retired
        because of technological advancements – e.g. when Sun moved from computers with CD-ROMs to ones with DVDs. Other large companies
        are turning to online auctioneering for similar reasons.
      

      The explosive growth of eBay has had interesting side-effects. For example, it provides a kind of weather-vane for how the
        economy is doing. After the dot-com crash in 2001, for example, observers noted a marked increase on eBay of expensive office
        chairs of the kind favoured by technology start-ups. At the beginning of 2003, the newspaper USA Today noted that 'BMWs, Gucci and Prada reigned supreme on eBay. All were among the 10 most-searched terms. Last year, the No.
        1 search was for Gucci.' But at the end of 2003, the picture was different. 'The most-searched items have shifted to Fords,
        anything pink…, and gold (the kind you store in a wall safe as a hedge against geopolitical or economic disaster).' This is
        significant, the paper maintained, because 'no executive decides what eBay sells. Instead, millions of individuals post items
        on the Web site in response to shifting nuances in the marketplace. Because it is so fluid, the site captures the collective
        mood and unique extremes of the 86 million people who use it.'
      

      Another measure of eBay's influence is the emergence of an entire subculture of companies and services which are parasitic
        on (or symbiotic with) it. For example, there are organisations like eSnipe which place bids for subscribers during the last
        few seconds of the auction, a practice known as 'sniping' in the online auction world. eSnipe reduces bidding wars by masking
        interest in auction items until the last possible moment. Because auctions on eBay take between 3 and 10 days to close, 'emotional'
        overbidding can start soon after the auction opens and last until the auction closes, instead of mere minutes as is the case
        in traditional – offline – auctions. Similarly, there are companies that will make eBay listings for customers and handle
        the entire transaction. Customers drop off goods to these eBay-service companies, which then do all the work involved in auctioning
        them online. When the goods are sold, the 'drop-off' service takes a fee and then pays the remaining proceeds to the original
        vendor.
      

      But it's not all plain sailing. An open, online auction system is also vulnerable to abuse. There have been widely publicised
        cases of fraud on eBay. One celebrated case involved the sale of over US$400,000 in gold and silver coins and bullion, which
        were allegedly never delivered to winning bidders after payment was received. Another famous case resulted in two men pleading
        guilty in a Californian federal court to cheating eBay users out of $450,000 over two years by bidding on their own auctions
        to drive up prices. There have been numerous, smaller and less-reported cases – for example, a company that sold laptop computers
        and traded without complaint for a considerable period, building up an impressive 'profile' in the process. But when it got
        into financial difficulties, it kept taking money from bidders but stopped shipping the goods. And there are regular allegations
        that some items offered for sale in eBay are, in fact, stolen property.
      

      For obvious reasons eBay is acutely sensitive on the subject of real or alleged fraud – for the system to work, it has to
        be trusted by those who use it. The company says that fraud constitutes 'less than 0.01 per cent of all transactions', and
        claims to investigate complaints quickly and rigorously. It also offers various ways of resolving the disputes and conflicts
        that are inevitable when millions of individuals are buying and selling. It directs complainants to a third party Dispute
        Resolution service like SquareTrade to help buyers and sellers sort out disputed transactions and says that 'SquareTrade has
        an excellent reputation of resolving disputes quickly and fairly.' The company runs its own investigation unit called SafeHarbour,
        and runs a 'Buyer Protection Programme' which allows buyers a reimbursement of up to £105 if they are the vicims of fraud.
      

      The vast majority of eBay transactions are straightforward; the service would not have grown so quickly if its users did not
        trust it. But in the end, the best rule for anyone buying or selling is to check out goods and the other party to the transaction.
        If in doubt, contact the seller directly by email and check out his/her profile. And if you have concerns, simply refuse to
        bid. The old Latin adage caveat emptor (buyer beware) still applies in Cyberspace!
      

    

  
    
      5 Online shopping – a beginner's guide

      Buying goods and services online used to be a minority activity – the preserve of the geeks and the 'early adopters' who are
        willing to try anything new. But in the last few years, online shopping has become a mainstream activity. In January 2003,
        the Office of National Statistics reported that online shopping accounted for 6 per cent of all UK retail shopping expenditure.
        The same source reported that UK businesses sold £23.3 billion-worth of goods and services over the Internet in 2002 – a rise
        of 39 per cent on the previous year's £16.82 billion. Many thousands of UK residents buy books, music, DVDs and other goods
        from e-retailers like Amazon.co.uk. A larger number now use services like Tesco Direct, Ocado and Sainsbury, either to save
        personal time or to have groceries delivered to relatives, holiday homes, etc. The only way to buy tickets from most budget
        airlines is via the Web. People – especially younger ones – have become accustomed to booking theatre, concert and cinema
        tickets online, for example.
      

    

  
    
      6 How to do it – online shopping

      
        General principles

        In principle, online shopping is simple and involves the following stages:

        
          	 						
            You find a site that sells what you want (possibly using a search engine, but more frequently going to a site which you know
              (from personal experience, word of mouth or advertising) sells the desired goods.
            
 					
          

          	 						
            Having found on the site, you then locate – by searching or browsing – the goods in its online catalogue.
 					
          

          	 						
            You then fill in an online form, giving your address and credit card details.
 					
          

          	 						
            You submit your order.
 					
          

          	 						
            The company operating the site then dispatches the goods.
 					
          

        

        Now let's look at a specific example.

      

      
        6.1 Buying a book online

        I've chosen this because books (together with music CDs and DVDs) are often the first things that people buy online. In this
          case I'm after a book by an American academic named Lawrence Lessig. I'm not sure of the exact title, but I know it's got
          'culture' in it.
        

         					Step 1 Find a site that sells what you want 				
        

        In this case, it's easy. I'm looking for a book, and Amazon is the best-known online book retailer. So I click on http://www.amazon.co.uk.
          Why not http://www.amazon.com? Because the dot-com is the US site, and I don't want to pay transatlantic shipping charges.
        

         					Step 2 Locate the book in the Amazon catalogue 				
        

        To do this I use the search engine provided on the site and enter the terms 'Culture' and 'Lessig'.

        
          [image: ]

          Amazon home page

          View description - Amazon home page

        

        In a few moments, Amazon's search engine displays the results of my search.

        
          [image: ]

          Amazon search results

          View description - Amazon search results

        

        Note that I did not have to know the exact title of the book to home in on the one I want – I now know that its title is Free Culture. This is one of the most useful things about the Amazon search engine – it can help you locate what you want, even when you
          have only the scantiest information about title, author or subject. Having a really good search engine is essential for any
          e-commerce site. It should make it easy for visitors to find what they are seeking. After all, if people can't find it, they
          cannot buy it.
        

         					Step 3 Place your order 				
        

        If I want to buy the book, I click on the 'Add to Shopping Basket' button on the right-hand side of the screen.

        
          [image: ]

          Amazon product page

          View description - Amazon product page

        

        At this point, the screen shows a list of other books that have been bought by customers who also bought the Lessig book I
          am about to order. The purpose of this is to try to persuade me to buy more books! This list is computer generated using an
          ingenious technique called 'collaborative filtering'.
        

        But I am determined to resist these blandishments, and so click on the 'Proceed to Checkout' button on the right-hand side
          of the screen.
        

        
          [image: ]

          Amazon checkout

          View description - Amazon checkout

        

        This takes me to the Sign-in screen.

        
          [image: ]

          Amazon sign-in

          View description - Amazon sign-in

        

         					Step 4 Giving payment and address details 				
        

        As I have used Amazon before, I merely have to enter the email address I've registered with them earlier, and the password
          I chose for myself when I registered to buy from the site. Note that the Sign in button contains the words 'secure server'.
        

        When I click the Sign-in button, the screen changes again. In the box at the top where the browser displays the URL of the
          current page, the prefix 'http://' has changed to 'https://'.
        

        
          [image: Figure 19]

          Figure 19 browser address box showing the URL of Amazon's secure computer

          View description - Figure 19 browser address box showing the URL of Amazon's secure computer

        

        This indicates that from now on, all data transferred from my computer to the Amazon site is encrypted to make it unreadable
          to any snoopers who might be lurking out there in Cyberpace. This is what makes it safe to give my credit-card and personal
          details – nobody can read them in transit. (More about this in the next section.)
        

         					Note: this ONLY applies if you're dealing with a secure server – one whose URL begins with https:// – which is why you should
            never entrust your personal details to a non-secure (i.e. normal http://) server.) 				
        

        One of the paradoxes of online purchasing is that people who are nervous of giving out credit card details on the Net cheerfully
          give an unknown waiter in a restaurant their credit cards.
        

        The checkout page summarises my order (I've blocked out my personal details in this illustration).

        
          [image: ]

          Amazon checkout

          View description - Amazon checkout

        

        Having checked the details, I'm satisfied and I click on the 'place your order' button. Until I've clicked on this, I have
          not placed an order. After I've clicked, Amazon's computers link up to the credit-card databanks run by Visa, Mastercard,
          etc. Normally this takes only a few seconds, after which a new page thanking me for my order appears and an automatic confirmation
          email message is dispatched to me. At the same time, my order is entered into the computerised book retrieval and packaging
          process in Amazon's warehouse.
        

        When the book is 'shipped' – i.e. handed over to Royal Mail for delivery – another email is sent to me alerting me to the
          fact that the book is on its way.
        

        And that's it!

      

    

  
    
      7 What's going on with online shopping

      Most e-commerce sites are designed to mimic as far as possible the process of shopping in real life – find store, locate goods,
        go to checkout, pay. The only difference is that you cannot take the goods away with you, but have to wait for them to be
        delivered by post or courier. (Even then, there are parallels in real life – for example, when I buy a washing machine or
        a fridge from a department store, I do not expect to take it home with me; instead I pay and make arrangements to have the
        goods delivered.)
      

      Most sites require you to register with them – usually requiring (as a minimum) that you enter your email address and create
        a password – before you can buy. It's useful to do that in advance, rather than getting all the way to the checkout before
        discovering that you need to register in order to complete the transaction. And whereas some sites (like Amazon) talk about
        adding goods to a virtual 'shopping basket', others provide a 'shopping cart' or a 'trolley'. But the basic idea is the same.
      

      All of this is achieved by computer systems that link product databases (catalogues) with search engines, accounting and logistics
        systems and the online card-verification systems operated by Visa, Mastercard etc. Welding a variety of systems together to
        function as a seamless whole is a complex task, and early e-commerce sites had great difficulty in making their sites work
        dependably and consistently. Making them attractive to customers and easy to use proved an even more difficult task, which
        is one reason why so many of the early e-commerce companies failed. Added to that there is the problem of meshing the virtual
        world of computer transactions with the real world in which goods have to be delivered in real vans to real addresses. Again,
        early e-commerce operators often had problems at the delivery end.
      

      By a quasi-Darwinian evolutionary process of survival of the fittest, competition has weeded out sites that didn't work, or
        companies that failed to deliver. Also, computer firms developed software packages specifically designed for e-commerce, and
        many competing companies – for example, many of the budget airlines (which sell tickets mainly or exclusively online) – actually
        use the same underlying e-commerce 'engine'. Widespread and demanding usage means that the engine has improved dramatically
        over time.
      

      Nevertheless, online commerce has some way to go before everyone is prepared to use it. Currently, consumer reservations fall
        into three main categories:
      

      
        7.1 Worries about security of credit card and personal data

        The Internet is intrinsically an insecure medium (for example, sending an unencrypted email is like sending a postcard through
          the mail – people equipped with the right equipment might be able to monitor communications that flow across the Net and read
          their content). So naturally people are concerned about whether to entrust their credit card details to an online store. And
          on the vendor's side, there is always concern about identity theft – i.e. the problem of knowing whether the person placing
          the order is using a faked or stolen card. The transaction falls into the 'customer not present' category, which is recognised
          in the industry as carrying a higher risk of fraud.
        

        Oddly enough, although these security concerns are real and justified, consumers' concerns usually focus on the wrong area.
          The danger is not so much that your personal data will be snooped on in transit, but whether they will be secure if held by
          the online retailer. All reputable retailers conduct the sensitive part of the transaction using a technology called Secure
          Sockets Layer (SSL). This was designed by Netscape in the early days of the Web to enable encrypted, authenticated communications
          across the Internet and is used mostly in communications between web browsers and web servers. You can always tell whether
          your communications with an online site have switched into SSL mode by checking the URL of the server. If it doesn't begin
          with 'https://' then you should not proceed any further because it means that your personal data will not be encrypted (i.e.
          scrambled) while being transmitted across the Net.
        

        So there is a technological solution to the problem of transmitting data securely. There isn't a technological solution, alas,
          to the other aspect of the security problem – protection of any of your data that are stored on an e-commerce server. Here
          the key issue is trust: do you believe that the retailer is reputable (and will not pass on your data to others), competent
          (with well-maintained and secure computer systems) and honest? Because none of us can be 100 per cent sure on these counts,
          it tends to come down to whether you trust the brand. Do you feel that Amazon (or Tesco or Ryanair or any other company) can
          be trusted with your data?
        

      

      
        7.2 Difficulties in navigating e-commerce sites

        People who are new to computing sometimes find the process of online ordering baffling and frustrating. They get 'lost' in
          the process – for example, by putting something into a virtual shopping cart and then remembering that there's something else
          they need to look for. So they return to the search engine or the catalogue and then can't find the cart. These kinds of commonly
          experienced difficulties can be addressed by good and adaptive site design, but still a disturbing proportion of e-commerce
          'shopping carts' never make it to the checkout.
        

        More worrying for most consumers is when they are mid-way through a transaction and their connection 'freezes'. They have
          clicked 'submit order' or 'confirm', the retail site replies that it is just checking their credit-card details and then the
          system stalls. Has the order gone through? If you repeat the process, will you wind up with two orders? How can you find out?
          I know someone who wanted to buy a fridge online, got caught by system crashes and wound up ordering six fridges! Fortunately,
          staff at the dispatch end guessed what had happened, telephoned the customer and the matter was clarified.
        

      

      
        7.3 Quality of customer service

        This is probably the key determinant of customer satisfaction. Most online transactions go through flawlessly. But some don't.
          Goods fail to arrive, or are delayed, or delivered to the wrong address. Or what is delivered doesn't match what you ordered.
          With a real-world bricks-and-mortar retailer, the solution is obvious: you phone or turn up at their premises and speak to
          a human being. But what do you do if an online order goes wrong? Whom do you phone? And where is the number for customer complaints
          or queries?
        

        This is a weakness of the e-commerce industry. The reason many investors were attracted into the sector in the early days
          was that they saw it as a way of cutting the staff and overhead costs that ordinary retailers have to carry, while being able
          to charge roughly the same prices. This was a foolish misjudgement, but one made by many people in the period 1998–2001. The
          truth is that any kind of retailing – online or offline – needs a good customer-service department, and this is still best
          provided by human beings. So a good test when choosing an online retailer for a particular transaction is to search their
          site for information on how to make a query. Is there a telephone number? Is it prominently displayed? If not, look elsewhere.
        

      

    

  
    
      8 Online shopping – what it means

      Shopping online is already very big business, and is growing rapidly. This suggests that the concerns of consumers discussed
        earlier are being addressed by the industry. People wouldn't shop online if they didn't trust it. But in a way the most profound
        impact of online retailing is being experienced in the 'real' world. According to the Economist magazine, for example, the Internet is profoundly changing consumer behaviour in the real world.
      

      
        One in five customers walking into a Sears department store in America to buy an electrical appliance will have researched
          their purchase online – and most will know down to a dime what they intend to pay. More surprisingly, three out of four Americans
          start shopping for new cars online, even though most end up buying them from traditional dealers. The difference is that these
          customers come to the showroom armed with information about the car and the best available deals. Sometimes they even have
          computer print-outs identifying the particular vehicle from the dealer's stock that they want to buy.
        

        (Economist, 'A Perfect Market', 13 May 2004) 

      

      The same source reports a study by the consultancy firm Forrester Research which found that half of the 60 million consumers
        in Europe who have an Internet connection bought products offline after having first investigated prices and details online,
        and that different cultures had different habits. In Italy and Spain people are twice as likely to buy offline as online after
        researching on the Internet. But in Britain and Germany the numbers are more evenly balanced. Forrester reports that people
        begin to shop online for simple, predictable products, such as DVDs, and then graduate to more complex items. The strangest
        thing of all is that used-car sales are now one of the biggest online growth areas in America.
      

      What this suggests is that the true economic significance of online shopping is finally beginning to emerge. Economists have
        always been interested in the phenomenon because they saw it as the beginning of more efficient markets. Although there is
        competition in all retailing markets, it is less than perfect because consumers are located in fixed locations (the fact that
        something is much cheaper in Aberdeen is no consolation if you live in Brighton) and because it takes time and effort (walking
        round shops) in order to compare prices. But with the Web – and free online price-comparison services like those provided
        by Kelkoo, Pricerunner, and SNAP.co.uk – it has become very easy to see who's selling what for less. This means that selling
        on the Web is intrinsically likely to be more competitive – because the cheaper price is only a click away. But it also means
        that retailers in the real world are having to compete not just with other shops in their locality, but with stores in Cyberspace.
      

      Overall, the evolution of online shopping suggests that the real and virtual worlds are converging in interesting ways. Some
        of the UK's most successful online shopping operations, for example, are owned and run by bricks-and-mortar companies like
        Tesco. Some stores have online terminals in which customers can order (online) goods they have just seen and handled in the
        offline store – which suggests that we may get to a point where many retail stores are basically just showrooms for products
        which are then ordered online.
      

    

  
    
      Conclusion

      This free course provided an introduction to studying Computing & IT. It took you through a series of exercises designed to
        develop your approach to study and learning at a distance, and helped to improve your confidence as an independent learner.
      

    

  
    
      Keep on learning

      
        [image: ]

      

       

      
        Study another free course

        There are more than 800 courses on OpenLearn for you to choose from on a range of subjects. 
        

        Find out more about all our free courses.
        

         

      

      
        Take your studies further

        Find out more about studying with The Open University by visiting our online prospectus. 
        

        If you are new to university study, you may be interested in our Access Courses or Certificates.
        

         

      

      
        What's new from OpenLearn?

                             Sign up to our newsletter or view a sample.
        

         

      

      
        
          For reference, full URLs to pages listed above:

          OpenLearn – www.open.edu/openlearn/free-courses                 
          

          Visiting our online prospectus – www.open.ac.uk/courses                 
          

          Access Courses – www.open.ac.uk/courses/do-it/access                 
          

          Certificates – www.open.ac.uk/courses/certificates-he                 
          

          Newsletter ­– www.open.edu/openlearn/about-openlearn/subscribe-the-openlearn-newsletter                 
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