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ABSTRACT
Although companies conducting e-commerce are subject to same laws and taxes as

other companies, those which engage in e-commerce face a large number of laws and taxes
sooner than the traditional business usually face. Global nature of e-commerce poses
challenges to business in terms of differences in language culture, laws and infrastructure.
Numerous government organs having jurisdiction and taxing power make it necessary for
e-commerce ventures to understand potential liabilities while doing business online. This
paper discusses the issues arising out of variation in languages, culture, tax structure and
legal and technological infrastructure. Moreover, the aforementioned issues are addressed
in Indian perspective.
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INTRODUCTION
Over the years the people have

conducted business with one another, they have
adopted the tools and technologies that have
become available to them. Earlier the advent
of sailing ships and cargo lines and recent
innovations such as printing press and the
telephone have changed the way the people
conduct commercial activities1.

Businesses have been using various
electronic communication tools since decades
to conduct different kinds of business
transactions. Banks have used EFT to transfer
customers’ money around the globe;
businesses of all kind have used EDI to place
orders, send invoices etc.; and retailers have
used TV advertisements to generate demand
and customers have used telephone to place
orders for all kinds of merchandise4.

In India, businesses have rarely used
EFT and EDI, save few multinational
operators. And until recently TV and telephone
density in India (and particularly so rural India)
had been very marginal. Therefore, in Indian
perspective that, it is not misplaced to say that
businesses, customers and retailers did not see
electronic tools as potential commercial
devices. Though, of lately, there are very clear
indication of things getting changed. Companies
doing business online expose themselves to
liabilities that arise due to the business
environment prevailing today. The commercial
environment includes the laws ethical and
taxation considerations among others2

The very nature of e-commerce makes
it instantly a global business. When the web is
used to build a brand, create a corporate image,
sell or purpose products and services, float
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tenders or conduct auction; everything is
happening in a global environment. Web surfers
will not become customers until they repose a
trust in the operator behind the website.
Customers’ lack of trust in e-commerce
websites is logical fallout, for the people have
been doing business with familiar entities not
stronger since ages. To gain faith of potential
world-wide clientele the operator must be
knowledgeable about the special circumstances
prevailing at the client side. Business engaging
in an e-commerce must be aware of the
disparities in levy, culture and infrastructure in
their target regions. The internet acts as the
backbone of any e-commerce venture.
Therefore, the variations and inadequacies in
the network infrastructure is a major issue for
e-commerce operators. Infrastructure includes
the computer hardware, software (used for
accessing the internet) and the communication
networks. Till recently, the telecommunication
industry in India was government owned. In
the mid 90’s this sector was opened to private
operators and government regulations were
minimized in phases3.
2. e-Commerce in India

Past couple of years has seen a spurt in
the number of Indian business houses taking
up   e-commerce technologies and the Internet.
Most Indian e-commerce web portals have
been targeted towards the Non Resident
Indian’s with gift delivery services, books, audio
and videocassettes etc. The web communities
built around these portals with content have
been effectively targeted to sell everything from
events’ tickets, to the grocery and computers.
Two major players in these services are
rediff.com and eBay.com. Inspite of Reserve
Bank of India regulation, low Internet usage
e-commerce sites have popped up everywhere
hawking things like groceries, bakery items,
gifts, books, audio & videocassettes, computer
etc. None of the major players have been
deterred by the low PC penetration and
marginal credit card usage in India. BPB

publication went online selling its complete
range of computer books about 2 years ago.
Although, it might not register a success of the
level of amazon.com,  but  it definitely
has promised the cause of e-commerce in
India, with at least 1 to 5 web sites like
IndiaBookShop coming online every
month.

This is not to say that the e-commerce
scenario has been bad in India, as the likes of
baba bazaar and India mart have proved
highly successful e-businesses. Indian Banks
too have been very successful in adopting e-
commerce and EDI technologies to provide
customers with real time account status,
transfer of funds between current and checking
accounts, one-stop payment facilities. ICICI
Bank, HSBC, HDFC Bank and UTI Bank also
have put their electronic banking facilities over
the Internet. Speed Post, one of the flagship
services of the Indian Postal Services also
plan to clone the Federal Express story with
the launch of online tracking service. The future
does look very bright for e-commerce in India
with even the stock exchanges coming online
providing a online stock portfolio and status with
a fifteen minute delay in prices.

Although the security mechanisms for
e-commerce transactions have come of age,
yet the Indian Government still has problems
with ‘Digital Signatures’ and verification
processes over the Internet. This combined
with Reserve Bank of India norms and
regulations has proved to be a major hurdle
for e-commerce3.

As per Association of Chamber of
Commerce and Industries of India , e-
commerce is likely to grow by 150% to Rs.
5500 crore in the fiscal year 2007-08. The total
e-commerce sales for last year were Rs. 2200
crore. Other findings of the association are
summarized in the tables 1 to 4. Table 1
summarizes the national and state TV/
telephone density. Table 2 depicts the future
projections of e-commerce industry in India.
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Table 1.  TV/telephone density
Unit %age of household having TV %age of household having phone
India 32 7
Haryana 53 13
Delhi 75 35

Table 2.  India e-commerce figures
City %age share in online %age share in online shoppers

shoppers (2006-07) (2007-08  projected)
Delhi 20 30
Mumbai 24 40
Chennai 7 12
Bangalore 6 9

Table 3 Age group vs. share in e-commerce
Age group in years %age share in online shoppers

18-25 28
26-35 48
36-45 15
46-60   9

For the year 2006-07, 88% of online
shoppers in India were male, with 86% having
at least a Bachelor ’s degree. Electronic
gadgets, apparel, railways, air and movie tickets
topped the list bought online whereas products
likely to gain popularity this year include jewelry,
books, apparel, gift products, music, movies,
hotel bookings.
3. Issues in e-Commerce

Despite there being a lucrative
scenario for future of e-commerce in India,
there are certain issues need to be taken up
for establishing and operating a viable and
successful e-commerce venture. These issues
relate to language, culture, mode of payment,
ethics, taxation, and adequate legal framework.
3.1 e-Commerce and the Environment

Impact of electronic commercial
practices on the environment can be adjudged
from several view point, namely, sourcing,
production, distribution, etc.6, 7.
3.1.1 Sourcing

Three basic options exist for utilizing
e-commerce in sourcing: create electronic

marketplaces, seek new suppliers using
information technology, or use information
technology to enhance current supplier
relationships. Changes in the supply relations
between companies have two different effects
on the environment: 1) They may affect the
distance that the supplies (raw material or
components) are transported, and 2) they may
play a role in reengineering the sourcing
process, which can cut down overproduction.

3.1.2 Production
e-commerce places heavier pressures

on costs and lead times. This results in a
situation in which pull-controlled manufacturing
is the most viable option for production
companies. A shift to more pull-controlled
production means that production follows the
fluctuation of demand more accurately. If
production matches demand more accurately,
overproduction can be decreased. E-
commerce results into low buffer inventories
and the long and unpredictable lead times for
international deliveries are not a feasible
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combination. In e-commerce, it is not inevitably
necessary to produce the goods globally in
order to offer them globally. Often, it is feasible
to have the production facilities near the
suppliers and the customers and to manage the
product and the image globally. This can be
done by having production facilities in different
locations or by outsourcing much of the
production5.
3.1.3 Distribution

Time is becoming a scarce resource
for the companies of today. Ecommerce
customers frequently demand faster deliveries
with little or no delivery charge. The result is
that all sellers engaging in e-commerce have
to move to shorter delivery lead times in
response to the shorter delivery lead times of
their competitors.

The shortening of applicable delivery
lead times piles up pressures on many,
especially global companies. Many companies,
especially in industries with highly volatile
demand and with short product lead times, may
solve the problem by switching from sea and
land transportation to airfreight. The switch to
airfreight would increase the environmental
effects of e-commerce considerably, because
airfreight is environmentally much more
damaging than sea, rail, or road transportation.
The change to airfreight, however, depends on
the value of goods in relation to their weight
and volume.
3.1.4 Retailing

In business-to-consumer e-commerce,
for instance, a warehouse can contain far more
products per square meter than a retail store.
Warehouses themselves also typically use far
less energy per square meter than retail stores.
Thus, products sold over the Internet would
likely consume less energy per product than
traditional retail-based sales. If e-commerce
facilitates the use of wireless product
identification technologies, it can help make a
grocery chain more accurate while
simultaneously reducing the spoilage problem.

An e-commerce retailer usually offers
to deliver the goods to the consumer’s home.
The service provider can handle the
transportation of goods to the consumer’s home
much more efficiently than the consumer could.
This means reduced distance driven by the
customers and hence a lower green house
gases emissions, provided that consumers do
not use their cars more for other purposes.
3.1.5 Consumption

e-commerce also enables the retailer
to offer more services to the consumer. A
company may offer grocery replenishment
services to consumers or even coordinate
deliveries with planned household activities. The
resulting interaction with the consumer can also
help make the supplier’s own processes more
efficient, thus increasing environmental
efficiency. Ecommerce also provides the
possibility of disseminating environmental and
social information on products and services to
consumers and marketing “best buys” Changes
in the demand for products and services can
influence the emissions from the whole supply
chain, provided that consumers are interested
in contributing to the reduction of GHG
emissions through environmentally sensitive
product choices6.
3.2 Language Issues

One important aspect in success of
e-commerce venture is the philosophy “think
globally, act locally.” Businesses have
realized that by adapting to the culture of target
groups proves effective for the business.
Providing the content of website in local
language/regional dialect is the first step to
reach potential customers in distant places.
Researches have proved that customers are
for more likely to buy products and services
from websites in their own languages.

On this front, India has an advantage in
that it has a large workforce of IT professionals
that might come handy in content development
or translation in regional languages. At Punjabi
University, Patiala, an excellent work has been
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done in development of Gurmukhi Script fonts
and word processing software based on Punjabi
language. To provide a local flavour to the web
content it is suggested that :
   1. Maintain the common pages in a versatile

language (say English) and translate the
web content to the target language/script
dynamically, on demand basis.

   2. Maintain the web pages of local interest
in local language only.

For example, for Haryana Tourism
website, it would be proper to support its
content in Hindi, English, and Punjabi language
for obvious reasons.
3.3 Cultural Issues

At times a minor inaccuracy stemming
from language or culture standards has
dramatic impact on business. For example
General Motors Chevrolet Nova model did not
perform well in Latin America. Subsequently,
it was attributed to “nova” which translated
into “it will not go” in Spanish. PepsiCo “come
alive” campaign did not catch in China, for it
is understood as “bring your ancestor from
their graves.” Similarly, in India, it would be
inappropriate to use image of a cow in cartoon.
Even one must be careful about the color of
webpage elements, for different colours might
be linked to gloom in different cultures.

Further, majority of Indians prefer to
pay in cash or by cash transfer instead of by
credit card/debit card for they still don’t have
high degree of appreciation about doing
business online, thanks partly to Government
of India for not popularising its IT Act 2000,
which provides a sound enough legal
framework for conduct of e-commerce in India.
Therefore e-commerce ventures will have to
devise ways like allowing customers to order
online and pick them up and pay for them in
cash at a local store/outlet of popular store-
chain. Above all, some parts of the globe have
cultural environment that is extremely
inhospitable to e-commerce.

3.4 Ethical Issues
Business houses adopting the

e-commerce also should stick to some ethical
standards that other businesses follow. If they
do not, their business may be at loss due to
lack of faith reposed in them. Statements about
the product and service must not only be true
but complete as well. Any comparison to other
product should be based on facts. Online
customers are more informed and well
equipped to communicate faster in real-time,
therefore any ethical lapse gets spread rapidly
on the Net.

The line between healthy and justifiable
criticism and defamation is thin and hardly
visible at times. Therefore, e-commerce
websites should avoid making negative
evaluative statement about other products,
services, and persons.

Another dimensions of ethics is that
how serious are the companies in respecting
privacy of online customers. In this area laws
have not kept pace with growth of the Internet
and the web. e-commerce websites collect
personal information of visitors in terms of their
page viewing habits, products selection,
demographic information etc. Until the legal
environment of privacy protection becomes
clearer, e-commerce portals should be careful
about collecting and using customer database.

Following set of principals has been
underlined while using the customer
information database:

 Use such database to improve upon
customer services

 Don’t share customer data with others
without obtaining customers’
permission.

 Keep customers informed what data
you are collecting and what for.

 Give customers the right to delete/
modify the data you have collected.

3.5 Security Issues
Although, most e-commerce portals leave

the implementation of security mechanics to
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their hosting company or their in-house IT staff,
nevertheless, a comprehensive security policy
have to be framed by portal itself. Any security
system has to meet four requirements :

 Privacy: information must be kept from
unauthorized parties.

 Integrity: message must not be altered
or tampered with.

 Authentication: sender and recipient
must prove their identities to each
other.

 Non-repudiation: proof is needed that
the message was indeed received.

Privacy is handled by encryption whereas
the digital signatures meet the need for
authentication and integrity. In India, potential
customers are wary of the very security of
the e-commerce and not without reason. The
lack of faith in security mechanism of
e-commerce sites is part due to culture and
part due to lack of confidence in law enforcing
agencies at all levels. Although India, with an
IT law in place since year 2000 and cyber
crimes on the spurt, the law enforcing agencies
and individuals have little know how of the
world of cyber crimes. It is only recently that
the Haryana Govt. has decided to establish a
cyber crime cell at Gurgaon and has sanctioned
14 posts for this cell which included two
Deputy Superintendents of Police, two
inspectors, two Sub Inspectors, four Assistant
Sub Inspectors and four head constables.
3.6 Taxation Issues

Companies doing business online are
subject to more complicated tax structure/laws
than their traditional counterparts. A huge work-
force is employed by traditional transnational
businesses to comply with multiple tax laws.
These companies don’t become multinational
in a day but rather they may take their own
time in doing so. Moreover they can expand
their operations incrementally by adding one
or more countries to their domain at a time.
Even the largest of transnational corporation
does not cover all the countries of globe.

Firms that engage in e-commerce, on
the other hand, must be prepared to comply
with multiple tax law from the day one. An
online business is expected to abide by the tax
structure/laws of local governments and
provincial governments of all the countries of
the globe – a Herculean task. The number of
taxing authority in US exceeds 30000.

A great amount of disparity exists in
tax laws of states within Indian union, for
example, Haryana has VAT in place since OP
Chautala regime whereas neighbouring states
(save New Delhi) have not adopted VAT till
date. Moreover, local governments in Punjab
still have octroi whereas the neighbouring
Haryana has discontinued this tax since Bansi
Lal regime in mid 1990s. An international
e-commerce operating in several (say ten)
countries will have to file IT returns in all those
ten countries.
3.7 Legal Issues

e-commerce is subject to same set of
laws and regulation and penalties and sentences
that govern the operations of all businesses.
E-commerce faces two singular challenges on
legal front-one due to its becoming international
from the moment it is incepted and second due
to online customers being more informed and
aware about their legal rights. Any violation of
law or breach of ethics can face a rapid and
intense reaction from stakeholders and existing
and perspective customers.

With no set protocol for solving
international e-commerce disputes in place,
conflict resolution can get a little murky.
However, ongoing court cases and jurisdiction
conventions may force a renewed focus on
this aspect of e-commerce.

As companies increasingly use the
Internet to engage in e-commerce with other
countries, they need to be acutely aware of
the cultural differences and social customs of
the host country, as the laws and customs of
one country may conflict with the sales
practices of the other. This is especially true
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since the question of “which country’s laws
govern international e-commerce
transactions?” has yet to be answered.

A recent draft legislation from the
European Commission which could require
e-traders to comply with the national laws of
all 15 member states in litigation cases.
e-commerce champions say this could seriously
hinder electronic commerce and lead to a trade
dispute with the US. As much as 88 percent
of IT lawyers surveyed for a report said they
had no confidence in the ability of current
international regulatory bodies to respond
adequately to the challenges of online trade.

In a recent ruling by the French courts
against Yahoo, the courts saw an infringement
of the country’s laws in the sale of Nazi
memorabilia to citizens of its country. The
Internet giant was ordered by the French court
to either block access of its site to French
citizens, or pay a fine of $13,000 for each day
the auction site remained accessible. Yahoo
removed the offending materials from its site.
The Yahoo dispute has spurred the
development of content-filtering software that
some argue may affect the relative freedom
of international e-commerce, as well as the flow
of information over geographical borders.

In considering the possibilities of future
confrontations, the emergence of content
filtering software packages was, perhaps,
inevitable. In relation to “tracking”, a group of
technical advisors in the Yahoo case, showed
that newly developed software was only able
to identify 60% of portal users. Even, if filtering
software were developed to a higher degree
of efficiency, some experts suggest that it
would be rather chaotic for companies to tailor
their content to meet the differing legal
requirements of each country. In addition, they
contend that filtering software threatens to
ignite the issues of privacy and free-speech
as the technology could be used to suppress
the traffic of information to specified
populations.

CONCLUSION
Aspiring e-commerce ventures face

the challenges posed by disparities in language,
culture, laws, ethics and infrastructure across
the provincial and international borders.

Companies must quickly establish their
credibility with customers in order to succeed
in the rapidly changing markets. Moreover,
Indian ventures need to put in more effort in
establishing a brand in the international market.

Companies should provide the web
content in local language/regional dialects. This
can be done statically making the content
available in alternate scripts or by dynamically
translating the content on user demand. This
is bound to give a fillip to prospect of
e-commerce.

Ethical issues also assume importance
even when no laws have been violated. Laws
and ethics changes with local cultures and
cultures vary around the globe. This is even
truer in case of India, as a popular saying “kos
kos pe badle pani – char kos pe badle
baani.” E-business must aspire to become
aware of cultures traditions and laws of lands
they are operating in.

Variations and inadequacies in basic
infrastructure make it challenging to conduct
e-commerce in certain countries. Availabilities
of hardware/software at affordable prices, cost
and bandwidth of internet connectivity and
providing basic education for e-commerce
communicating are the factors that ultimately
determine the fate of online communication.
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