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PREFACE

}
Electronic Commerce, Seventh Annual Edition provides complete coverage of the key business
and technology elements of electronic commerce. The book does not assume that readers have
any previous electronic commerce knowledge or experience.

In 1998, having spent several years doing electronic commerce research, consulting, and cor-
porate training, I began developing an undergraduate business school course and an MBA-level
course in electronic commerce. Although I had used a variety of books and other materials in my
corporate training work, I was concerned that those materials would not work well in university
courses because they were written at widely varying levels and did not have the pedagogic organi-
zation and features, such as review questions, that are so important to students.

After searching for a textbook that offered balanced coverage of both the business and tech-
nology elements of electronic commerce, I concluded that no such book existed. The first edition
of Electronic Commerce was written to fill that void. In the subsequent editions, I have worked to
improve the book and keep it current with the rapid changes in this dynamic field. The seventh
edition includes many updates to the content that reflect the rapid changes that are occurring in
electronic commerce today.

O R G A N I Z A T I O N A N D C O V E R A G E

Electronic Commerce: Seventh Annual Edition introduces readers to both the theory and prac-
tice of conducting business over the Internet and World Wide Web. The book is organized into
four sections: an introduction, business strategies, technologies, and integration.

New to this Edition
The most visible change in this edition is the expanded use of color in the design of the book. The
publisher and I hope that this makes the illustrations in the book more useful and more
interesting. This edition includes the usual updates to keep the content current with the rapidly
occurring changes in electronic commerce and includes new material on the following topics:

● The process of establishing new top-level domains and the problems that businesses
face as new domains are created

● The issue of unsolicited commercial e-mail (spam) is introduced earlier in the book
(Chapter 2 instead of Chapter 8) so that related marketing and legal concerns can be
better addressed in Chapters 4 and 7.

● Ultra Wideband technologies in personal networking applications

● The evolution of revenue models used by online newspapers and ticket brokers

● New developments in the sale of music online

● Online sales of television programs and other information resources for display on
mobile phones and other wireless devices
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● Business uses of Web logs (blogs)

● How the narrowing focus of customer relationship management (CRM) projects
at many companies has helped those efforts be more successful

● How local government Web sites can be useful communication tools in the
wake of natural disasters such as Hurricane Katrina

● Idea-based virtual communities such as del.icio.us and 43 Things

● The U.S. Supreme Court decision that resolved a conflict of laws issue and
effectively eliminated state restrictions on interstate wine sales

● Expanded coverage of phishing, identity theft, and the role of organized crime
in these activities

Introduction
The book’s first section includes two chapters. Chapter 1, “Introduction to Electronic
Commerce,” defines electronic commerce and describes how companies use it to create
new products and services, reduce the cost of existing business processes, and improve the
efficiency and effectiveness of their operations. The concept of the second wave of elec-
tronic commerce is presented and developed in this chapter. Chapter 1 also describes the
history of the Internet and the Web, explains the international environment in which elec-
tronic commerce exists, provides an overview of the economic structures in which busi-
nesses operate, and describes how electronic commerce fits into those structures. Two
themes are introduced in this chapter that recur throughout later chapters: examining a
firm’s value chain can suggest opportunities for electronic commerce initiatives, and reduc-
tions in transaction costs are important elements of many electronic commerce initiatives.

Chapter 2, “Technology Infrastructure: The Internet and the World Wide Web,” intro-
duces the technologies used to conduct business online, including topics such as Internet
infrastructure, protocols, and packet-switched networks. Chapter 2 also describes the
markup languages used on the Web (HTML and XML) and discusses Internet connection
options and tradeoffs, including wireless technologies.

Business Strategies for Electronic Commerce
The second section of the book includes five chapters that describe the business strategies
that companies and other organizations are using to do business online. Chapter 3, “Sell-
ing on the Web: Revenue Models and Building a Web Presence,” describes revenue models
that companies are using on the Web and explains how some companies have changed
their revenue models as the Web has matured. The chapter also describes how firms that
understand the nature of communication on the Web can identify and reach the largest
possible number of qualified customers.
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Chapter 4, “Marketing on the Web,” provides an introduction to Internet marketing
and online advertising. It includes coverage of market segmentation, technology-enabled
customer relationship management, rational branding, contextual advertising, localized
advertising, viral marketing, and permission marketing. The chapter also explains how
online businesses can share and transfer brand benefits through affiliate marketing and
cooperative efforts among brand owners.

Chapter 5, “Business-to-Business Strategies: From Electronic Data Interchange to Elec-
tronic Commerce,” explores the variety of methods that companies are using to improve
their purchasing and logistics primary activities with Internet and Web technologies. Chap-
ter 5 also provides an overview of EDI and explores how the Internet now provides an
inexpensive EDI communications channel that allows smaller businesses to reap EDI’s
benefits. Chapter 5 also explains how the Internet and the Web have become an important
force driving the adoption of technologies such as e-procurement, radio-frequency identifi-
cation, and reverse auctions in the practice of supply chain management.

Chapter 6, “Online Auctions, Virtual Communities, and Web Portals,” outlines how
companies now use the Web to do things that they have never done before, such as operat-
ing auction sites, creating virtual communities, and serving as Web portals. The chapter
describes how firms are using Web auction sites to sell goods to their customers and gener-
ate advertising revenue. The chapter explains how businesses are creating virtual commu-
nities that facilitate social and business networking.

Chapter 7, “The Environment of Electronic Commerce: Legal, Ethical, and Tax
Issues,” discusses the legal and ethical aspects of intellectual property usage and the pri-
vacy rights of customers. Online crime, terrorism, and warfare are covered as well. The
chapter also explains that the large number of government units that have jurisdiction and
power to tax makes it essential that companies doing business on the Web understand the
potential liabilities of doing business with customers in those jurisdictions.

Technologies for Electronic Commerce
The third section of the book includes four chapters that describe the technologies of elec-
tronic commerce and explains how they work. Chapter 8, “Web Server Hardware and Soft-
ware,” describes the computers, operating systems, e-mail systems, utility programs, and
Web server software that organizations use in the operation of their electronic commerce
Web sites. Web site hosting options are also discussed in this chapter. The chapter also
describes the problem of unsolicited commercial e-mail (UCE, or spam) and outlines both
technical and legal solutions to the problem.

Chapter 9, “Electronic Commerce Software,” describes the basic functions that all
electronic commerce Web sites must accomplish and explains the various software options
available to companies of various sizes. This chapter includes an overview of Web services,
a set of technologies that are becoming key elements of the infrastructure used in elec-
tronic commerce.

Chapter 10, “Electronic Commerce Security,” discusses security threats and counter-
measures that organizations can use to ensure the security of client computers, communi-
cations channels, and Web servers. The role of industry organizations in promoting
computer, network, and Internet security is also outlined. The chapter emphasizes the
importance of a written security policy and explains how encryption and digital certifi-
cates work.
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Chapter 11, “Payment Systems for Electronic Commerce,” presents a discussion of
electronic payment systems, including electronic cash, electronic wallets, stored-value
cards, credit cards, debit cards, and charge cards. The chapter describes how payment sys-
tems operate, including approval of transactions and disbursements to merchants, and
describes new developments in how banks are using Internet technologies to improve
check clearing and payment-processing operations. The chapter also includes a discussion
of the threats that phishing attacks and identity theft pose for individuals and online
businesses.

Integration
The fourth section of the book includes one chapter that integrates the business and tech-
nology strategies used in electronic commerce. Chapter 12, “Planning for Electronic Com-
merce,” presents an overview of key elements that are typically included in business plans
for electronic commerce implementations. These elements include the setting of objectives
and estimated costs and benefits of the project. The chapter describes outsourcing strate-
gies used in electronic commerce and covers the use of project management as a formal
way to plan and control specific tasks and resources used in electronic commerce projects.
This chapter concludes with discussions of change management and staffing strategies.

F E A T U R E S

The seventh annual edition of Electronic Commerce includes a number of features and
offers additional resources designed to help readers understand electronic commerce.
These features and resources include:

● Business Case Approach The introduction to each chapter includes a real
business case that provides a unifying theme for the chapter. The case pro-
vides a backdrop for the material described in the chapter. Each case illus-
trates an important topic from the chapter and demonstrates its relevance to
the current practice of electronic commerce.

● Learning From Failures Not all electronic commerce initiatives have been
successful. Each chapter in the book includes a short summary of an elec-
tronic commerce failure related to the content of that chapter. We all learn
from our mistakes—this feature is designed to help readers understand the
missteps of electronic commerce pioneers who learned their lessons the
hard way.

● Summaries Each chapter concludes with a Summary that concisely recaps the
most important concepts in the chapter.
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● Online Companion The Online Companion is a set of Web pages maintained
by the publisher for readers of this book. The Online Companion complements
the book and contains links to Web sites referred to in the book and to other
online resources that further illustrate the concepts presented. The Web is
constantly changing and the Online Companion is continually monitored and
updated for those changes so that its links continue to lead to useful Web
resources for each chapter. You can find the Online Companion for this book
by visiting Course Technology’s Web site at www.course.com and searching
for Electronic Commerce.

● Online Companion References in Text Throughout each chapter, there are
Online Companion References that indicate the name of a link included in the
Online Companion. Text set in bold, sans-serif letters (“Metabot Pro”) indi-
cates a like-named link in the Online Companion. The links in the Online
Companion are organized under chapter and subchapter headings that corre-
spond to those in the book. The Online Companion also contains many
supplemental links to help students explore beyond the book’s content.

● Review Questions and Exercises Every chapter concludes with meaningful
review materials including both conceptual discussion questions and hands-on
exercises. The review questions are ideal for use as the basis for class discus-
sions or as written homework assignments. The exercises give students
hands-on experiences that yield computer output or a written report.

● Cases Each chapter concludes with two comprehensive cases. One case uses a
ficticious setting to illustrate key learning objectives from that chapter. The
other case gives students an opportunity to apply what they have learned from
the chapter to an actual situation that a real company or organization has
faced. The cases offer students a rich environment in which they can apply
what they have learned and provide motivation for doing further research on
the topics.

● For Further Study and Research Each chapter concludes with a comprehen-
sive list of the resources that were consulted during the writing of the chapter.
These references to publications in academic journals, books, and the IT
industry and business press provide a sound starting point for readers who
want to learn more about the topics contained in the chapter.

● Key Terms and Glossary Terms within each chapter that may be new to the
student or have specific subject-related meaning are highlighted by boldface
type. The end of each chapter includes a list of the chapter’s key terms. All of
the book’s key terms are compiled, along with definitions, in a Glossary at the
end of the book.
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T E A C H I N G T O O L S

When this book is used in an academic setting, instructors may obtain the following teach-
ing tools from Course Technology:

● Instructor’s Manual The Instructor’s Manual has been carefully prepared and
tested to ensure its accuracy and dependability. The Instructor’s Manual is
available through the Course Technology Faculty Online Companion on the
World Wide Web. (Call your customer service representative for the exact URL
and to obtain your username and password.)

● ExamView© This textbook is accompanied by ExamView, a powerful testing
software package that allows instructors to create and administer printed,
computer (LAN-based), and Internet exams. ExamView includes hundreds of
questions that correspond to the topics covered in this text, enabling students
to generate detailed study guides that include page references for further
review. The computer-based and Internet testing components allow students to
take exams at their computers, and also save the instructor time by grading
each exam automatically.

● PowerPoint Presentations Microsoft PowerPoint slides are included for each
chapter as a teaching aid for classroom presentations, to make available to stu-
dents on a network for chapter review, or to be printed for classroom
distribution. Instructors can add their own slides for additional topics they
introduce to the class. The presentations are included on the Instructor’s CD.

● Distance Learning Course Technology is proud to present online content in
WebCT and Blackboard to provide the most complete and dynamic learning
experience possible. For more information on how to bring distance learning
to your course, contact your local Course Technology sales representative.

A C K N O W L E D G M E N T S

I owe a great debt of gratitude to my good friends at Course Technology who made this
book possible. Course Technology remains the best publisher with which I have ever
worked. Everyone at Course Technology put forth tremendous effort to publish this edition
on a very tight schedule. My heartfelt thanks go to Kristen Duerr, Senior Vice President;
Bob Woodbury, Publisher; Maureen Martin, Acquisitions Editor; Beth Paquin, Product
Manager; and GEX Publishing Services and Elena Montillo, Production Editors; for their
tireless work and dedication. I am deeply indebted to Amanda Brodkin, Development Edi-
tor extraordinaire, for her outstanding contributions to all seven editions of this book.
Amanda performed the magic of turning my manuscript drafts into a high-quality textbook
and was always ready with encouragement and fresh ideas when I was running low on
them. Many of the best elements of this book resulted from Amanda’s ideas and
inspirations. In particular, I want to thank Amanda for contributing the Dutch auction
example in Chapter 6 and the ideas for the cases in Chapters 7 and 8.
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have used the previous editions in their classes and who have sent me suggestions for
improving the text. In particular, I want to acknowledge the detailed recommendations
made by David Bell of Pacific Union College regarding the coverage of IP addresses in
Chapter 2.

I appreciate the role the University of San Diego had in making this book possible.
This university provided research funding that allowed me to work on the first edition of
this book and gave me fellow faculty members who were always happy to discuss and criti-
cally evaluate ideas for the book. Of these faculty members, my thanks go first to Jim
Perry for his contributions as co-author on the first two editions of this book. Tom Buckles,
now a professor of marketing at Biola University, provided many useful suggestions,
pointed out a number of valuable research resources, and was willing to sit and discuss
ideas for this book long after everyone else had left the building. Rahul Singh, now teach-
ing at the University of North Carolina-Greensboro, provided suggestions regarding the
book’s coverage of electronic commerce infrastructure. Carl Rebman made recommenda-
tions on a number of networking, telecommunications, and security topics. The University
of San Diego School of Business Administration also provided the research assistance of
many graduate students. Among those students were Sebastian Ailioaie, a Fulbright Fellow
who did substantial work on the Online Companion; Anthony Coury, who applied his con-
siderable legal knowledge to reviewing Chapter 7 and suggesting many improvements; and
Dima Ghawi, who shared her significant background research on reverse auctions and
helped me develop many of the ideas presented in Chapters 5 and 6. I am grateful to Robin
Lloyd for her help with the Lonely Planet case (in Chapter 3) and to Zu-yo Wang for his
help with the Alibaba.com case (Chapter 6). Other students who provided valuable assis-
tance and suggestions include Maximiliano Altieri, Adrian Boyce, Karl Flaig, Kathy Glaser,
Emilie Johnson Hersh, Chad McManamy, Dan Mulligan, Firat Ozkan, Suzanne Phillips,
Susan Soelaiman, Carolyn Sturz, and Leila Worthy.

Finally, I want to express my deep appreciation for the support and encouragement of
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been possible.
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