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Summary

Focusing on information systems, and online trading in particular, in the consumer goods
distribution chain—from manufacturing through to wholesale and retail—and the impact
on them of the increasingly open Internet environment, an analysis was made of online
trading preference, online trading specifications and standardization, VAN use, effects of

online trading, and impediments to uptake of online trading”.

1. Spread of open networks and trading relations
The spread of the Internet and emergence of the e-marketplace have made networks
increasingly open. Open trading, however, has been less eagerly adopted along the
distribution chain because of the consequent increased burden of credit checks and

managing receivables from numbers of unknown entities.

2. Standardization and level of general standardization
One obstacle to online trading along the distribution chain is the lack of
standardization of the three elements of online specifications, i.e. protocols, formats
and data codes. Even with the top ten trading partners in terms of frequency of
transactions, only around 30-40% of firms were found to use general standards for all

three specifications.

3. Online trading preference
Of the functions and prerequisites required of trading partners, those relating to online
trading do not rank relatively high. A factor analysis showed, however, that online
preference factors existed at every stage of distribution chain. While such factors were
found to be related to the number of trading partners and proportion of transactions,
there was little correlation with the level of general standardization. The
standardization of online trading specifications would appear to require adjustments by

both parties to transactions, and to be insolvable through preference alone.

4. Use of value added networks (VAN)
Many companies using VANs trade online, and have achieved a high level of general
standardization. VANs appear to have network effects and have the effect of
accelerating general standardization. The high online preference of VAN-using firms
reflects their expectations of the effects of such VANSs.



Effects and impediments to uptake of online trading

The findings indicate that if the proportion of online transactions (quantitative) and
level of general standardization (qualitative) are high, then the effects of online trading
are also higher. Quantitatively and qualitatively, the areas rated as effective differ.
Raising both aspects has the potential to improve the resulting effects.

An impediment to uptake of online trading existing between trading partners was
found to be the problem of the cost sharing of online trading and propagation of
standard specifications.

Future of online trading

The VANs developed to date are anticipated to yield the four above effects due to their
stability and convenience of use. Use of Internet EDIs, etc. will depend on standard
specifications spreading and taking root, and trading entities’ assessment of their
practical worth.
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