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The article examines problematical points of the e-trade system related to cost and impact of e-trade to logistics supply 

chain. It designates major traditional and e-trade differences  highlighting its problematic issues and possible advantages. The article 
emphasizes that the electronic trading system is associated with both positive and negative aspects. Advantages most likely to occur 
because of higher virtual options to the consumer, saving time and reducing costs incurred while searching for the product in a real 
environment. The negative aspects – lack of trust of e-trader, a long waiting time for the return of bad items. 
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1. Introduction 
 

Emergence of the World Wide Web created favourable conditions for the rise of the e-business. 
Currently e-business includes all the activities related to commerce transactions – regular business 
operations as well as new business operations that might take place only in virtual surrounding. 

E-business can have the following expression: 
 

EB = EC + BI + CRM + SCM +ERP, (1) 
 
where: EB – e-business; EC – e-commerce; BI – business investigation; CRM – client response 
management; SCM – supply chain management; ERP – enterprise resource planning. 

One of the main elements here is e-commerce.  
As in case of the traditional commerce it also has the following attributes:  
− relations with the customers, suppliers and partners; 
− acceptance and accomplishment of the order; 
− delivery of the order; 
− service of the customer; 
− purchase of the raw materials; 
− organization of the payment. 
All these activities require certain rate of expenditures. But in the case of the e-commerce these 

expenditures can be reduced. This in turn allows setting lower product price. 
Up-to-date trade organization often seeks for the new forms to attract customers and create more 

favourable conditions for them to purchase goods. One of the newest forms is e-trade. The fact that 
households that have personal computers in Lithuania is growing, allows assuming that the number of 
people using e-trade services increase. It is therefore necessary to estimate and review the potential 
problems caused by the e-trade system. 
 
2. Concept of the E-trade 

 
Shopping online is one of the electronic commerce activities and is known as electronic trade. The 

Electronic Commerce Act (2001) provides the following definition: “it is a trading method where 
contracts are negotiated and, if necessary and enforced the use of information technologies and tools of 
computer networks for the exchange of electronic data messages”. According [Massagli, M. K.: 2000] 
traditional sellers, competing with each other, are trying to e-trade in addition to their traditional stores. E-
trade isn’t an old form of marketing. It started in 1994. It is considered as one form of direct consumer 
marketing of non-store retailing using online channels. This new concept of retailing has captured the 
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interest of many retailers and merchants because of the general recognition that online shopping will 
establish itself as an alternative channel alongside traditional offline retail channels such as physical retail 
stores [Rowley, J.: 2000]. 

Electronic commerce is an integral part of IT technologies and tools used. According to the 
Lithuanian Department of Statistics, the number of households with personal computers and Internet 
access over the past seven years has seen a steady growth that is prerequisite to state that growth and 
possibilities to use these facilities for e-trade. This growth trend can be explained in several aspects, but 
one of the most dramatic shifts which lead to computer and Internet access growth is the Government 
policy to use tax incentives to individuals buying a computer and putting in Internet access. This tax 
exemption has been in force in Lithuania from 2004 to 2008. Given the economic crisis in 2009 it was 
removed. 
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Figure 1. Household having personal computer and Internet access (in percent) 
 

Source: Department of Statistics (2010) http://www.stat.gov.lt/lt/news/view/?id=6827 
 

The popularity of electronic trade has been analysed by [McGann, R.: 2004]. The results are 
presented in Table 1. Convenience is the most prominent factor that motivates consumers to shop online. 
The timing, location and purchasing process through the Internet are much more superior than other 
traditional methods of purchasing goods and services. The 24-hour availability of online storefront and 
accessibility from almost any location makes online shopping more convenient to consumers and 
provides consumers with a powerful alternative channel for making purchases. 

The second dominant factor that influences consumers to shop online is the competitive prices and 
deals offered by online retailers. The simplest reason for consumers to purchase online is to save money 
from the cheaper prices offered by online retailers compared to traditional channels [Mc Gann, R.: 2004]. 
According to [Rowley, J.: 2000] online retailers are able to offer cheaper prices because of the shrinking 
cost of information processing, lower operating cost and global reach provided by the Internet. 

The third dominant factor that motivates online consumers to purchase goods and services over the 
Internet is the good selection and wider availability of product choices offered by online retailers [Mc 
Gann, R.: 2004]. Online retailers are able to provide a wide range and assortments of products as 
compared to traditional channels simply because there is no physical space limit on the number of 
products that online retailers can display on their online storefronts. 

 
Table 1. Reasons why people shop online (2004) 

Reasons Percent 

Save time/Convenience 78% 
Better prices 51% 
More selection 43% 
Easier shipping 40% 
Ability to find a more personalized gift 28% 
More information available about the products 20% 
Other 8% 
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According to [Balabanov, I. T.: 2001] works comparison between the traditional trade and –trade 
forms can be made. The differences are quite distinct, they are presented in Table 2 [Balabanov, I. T.: 
2001]. 

 
Table 2. Traditional and e-trade comparison [Balabanov, I. T.: 2001] 

Traditional shop Virtual shop 

Salesroom Web site 
Customer walking in the salesroom and inspection 
the goods 

View Web sites 

Individual customer advice Seller advice through a computer network or 
telephone 

Product selection Product selection 
Product order Product order 
Account billing Transferring account via computer networks 
Payment in hand or card Payment by selected electronic payment system 

 
In summary there can be presumed that the major e-trade benefits are related to:  
− more options to choose in virtual environment – opportunity to return to the inspection of 

goods, compared with the other sites which provide similar products. All of this is associated with quick 
access to see a large quantity of goods; 

− since the virtual space is not related to physical distance is time and energy saving - no need to 
spend money for fuel or to spend the time to physically visit a large number of trade points who are 
remote from each other in real space. 

On the other hand, disadvantages of the e-commerce are also obvious:  
− possible lack of trust of e-trader – if the physical distance between the virtual stores of 

deployment of personnel and the customer is very high may develop distrust, influence of social 
competence, cross-cultural differences and the knowledge that physical contact in order to ascertain the 
potential conflict is complicated or impossible; 

− long time waiting for ordered goods; 
− unclear or incorrect returned of bad goods. 

 
3. Impact of the E-Business on the Supply Chain Costs 

 
Impact of the e-business on the supply chain costs were analysed by [Sunil Chopra and John A. 

Van Mieghem: 2000]. They point out, that the impact could be better understood in the context of four 
factors. 

Facility costs include both site and processing costs. E-businesses are able to centralize facilities 
because online sales allow the separation of order placement and order fulfilment. Site costs may decrease 
as direct customer-manufacturer contact and geographical centralization eliminates or reduces retail sites. 
For example, Amazon supplies its customers from a few warehouses, while Borders and Barnes and 
Noble must incur facility costs for all their retail stores. In addition, bookstores have a higher space cost 
per square foot and lower asset utilization compared to warehouses. 

An e-business can decrease processing cost if they can increase the amount of customer 
participation. For example, customers purchasing online do all the work of selecting the product, placing 
and order, and paying. This is in contrast to a call centre where an employee is involved in the order 
process. In some instances, e-businesses may face higher processing costs because they have to perform 
tasks currently performed by the customer at a retail store. By separating fulfilment from order placement, 
an e-trade can smooth the order fulfilment rate. This reduces the peak load for order fulfilment and thus 
resource requirements and costs. Finally, a direct-sales manufacturer can reduce handling costs because 
fewer supply chain stages are involved in the product flow to the customer. 

Inventory costs: Many e-businesses can centralize inventories because they do not have to carry 
inventory close to the customer. This geographical centralization reduces required inventory levels 
because of increased economies of scale in the supply and reduced aggregated variability in the demand. 
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In some instances, given the time lag between when an online order is placed and filled, e-trade can 
reduce inventories by postponing product differentiation until after the customer order has been placed. 
Postponing assembly or product differentiation allows a firm to “assemble to order” customized products 
from common components. This allows the firm to move from “push” strategy to “pull” strategy. A major 
advantage of e-business is that, by separating ordering from fulfilment, increased flexibility (Win the time 
compared with traditional forms of trading, where the order and execution usually coincide). 

Transportation costs. One should differentiate inbound from outbound transportation: a firm incurs 
inbound transportation costs to bring a replenishment order in from a supplier while it incurs outbound 
transportation costs to deliver the product to the customer. Typically, replenishment orders enjoy lower 
unit transportation costs than customer orders because of scale economies. Physical centralization 
increases the distance travelled by a customer order, while decreasing the distance travelled by a 
replenishment order. Thus, compared to a business with several physical outlets, an e-business will tend 
to have higher transportation costs per unit. Clearly, transportation costs are eliminated for downloadable 
information goods. 

Information sharing improves supply chain coordination. An e-business can easily share demand 
and other information (such as inventory positions) across the supply chain to dampen the bullwhip effect 
and improve coordination. Sharing planning and forecasting information further improves coordination 
and reduces overall supply chain costs while better matching demand with supply. Information processing 
costs also tend to be lower for an e-business if it has successfully integrated systems across the supply 
chain [Chopra S., et al.: 2000]. 

All these activities require certain rate of expenditures. But in the case of the e-commerce these 
expenditures can be reduced. This in turn allows setting lower product price. 

Before the emergence of the e-commerce clients didn’t care about the costs related to logistics 
service (mainly associated with the delivery of products to warehouse or store). This partially was 
because the interaction of the costumer and manufacturer was arranged through the entire chain of 
intermediaries. E-commerce directly connected customer with the manufacturer. Therefore now, when 
realizing how expensive some of the logistics activities might be, customers try to choose the proper 
(cheaper) alternative of product acquisition. 

These circumstances allow stating that since the emergence of the e-commerce logistics had 
changed dramatically. In fact supply chains undergone serious shortening processes, since some of the 
intermediaries (as well as their activities that generated certain increase of the final product price) in it 
were simply eliminated. Currently in many industries product moves from manufacturer to customer 
directly, which in turn allows to keep product price at reasonable level. 

Beside this essential advantage, application of the IT allows providing clients with additional 
logistics services (tracking and tracing, collection of the data, individual service in real time manner) that 
might be treated as tool to gain competitive advantage.  

In other words, nowadays logistics, which is based on application of IT, helps to coordinate 
activities of all the supply chain partners in a real time manner. 

 
4. Conclusions 

 
− Up-to-date trade organization often seeks for the new forms to attract customers and create 

more favourable conditions for them to purchase goods. One of the newest forms is e-trade.  
− Traders more often choose e-trade channel instead of traditional trade channel mostly because 

of the competition between traders, cost savings and better usage of personal computer and Internet. 
− Customers choose buying online because of time and money savings. 
− Virtual shop differs from traditional shop where customer does all buying process via 

computer and Internet. The main disadvantage of this is that the Internet cannot match the traditional 
customer experience of touching, feeling, testing and even smelling the product before buying it. 

− E-traders should concentrate on lower prices, convenient web site and order fulfilment. 
− Since the emergence of the e-commerce logistics had changed dramatically. In fact supply 

chains undergone serious shortening processes, since some of the intermediaries in it were eliminated. 
Currently in many industries product moves from manufacturer to customer directly, which in turn allows 
to keep product price at reasonable level. Beside this, application of the IT allows providing clients with 
additional logistics services.  
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