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Chapter One

Fundamentals of E-Commerce

EEZS)IEH

AEBANBLTFHESOELAS IS L TFRSHOBBARANTH, ©THEAL
JE Internet A MEFFET, ATREEZEMEBZRAFX, FAHEHAR L, Hrz
B8 W LR B A e Kb T AT — AR AR LB TR,

BEAFHET, 2ERFTRFEEARERZAATAL,

X TFHFHEL, '

e FTH AL NE,

X FHS5E 2 BB E R,

Lesson One Electronic Cmﬁmerc’e (EC) Theory

The term electronic commerce is heard frequently in modern society. It is one of the most
common business terms in use on the 21th century. So what exactly is electronic commerce or will
it be just another overused and discarded buzzword? This section is intended to clear the ground
and examine the definition of electronic commerce and introduce its framework.

1. Definition of Electronic Commerce

One only has to pick up virtually any newspaper or business-related magazine to see a story
about some facet of electronic commerce. Businesses are incorporating electronic commerce into
strategic plans, business schools are incorporating it into their curriculum, and consulting and
software firms are marketing electronic commerce “solutions.” So what exactly is electronic
commerce? Different people define this term in different ways or from different perspectives.
Electronic commerce is an emerging concept that describes the process of buying and selling or
exchanging of products, services, and information via computer networks including the Internet.
Kalakota and Whinston define EC from these perspectives:

From a communication perspective, EC is the delivery of information, products/services, or
payments over telephone lines, computer networks, or any other electronic means.

From a business process perspective, EC is the application of technology toward the
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automation of business transactions and work flows.

From a service perspective, EC is a tool that addresses the desire of firms, consumers, and
management to cut service costs while improving the quality of goods and increasing the speed of
service delivery.

From an online perspective, EC provides the capability of buying and selling products and
information on the Internet and other online services.

The term commerce is viewed by some as transactions conducted between business partners.
Therefore, the term electronic commerce seems to be fairly narrow to some people. Thus, many use
the term E-business. It refers to a broader definition of EC, not only buying and selling but also
servicing customers and collaborating with business partners, and conducting electronic
transactions within an organization. According to Lou Gerstner, IBM’s CEQ: “E-business is all
about cycle time, speed, globalization, enhanced productivity, reaching new customers and sharing
knowledge across institutions for competitive advantage.”

Some define electronic commerce as: The use of electronic transmission mediums
(telecommunications) to engage in the exchange, including buying and selling, of products and
services requiring transportation, either physically or digitally, from location to location.

Electronic commerce involves all size of transaction bases. As one would expect, electronic
commerce requires the digital transmission of transaction information. While transactions are
conducted via electronic devices, they may be transported using either traditional physical shipping
channels, such as a ground delivery service, or digital mechanisms, such as the download of a
product from the Internet.

Liqi, a professor and expert in this field, defines EC from the perspective of productive force.
He thinks there should be two kinds of definitions. The boarder definition is that electronic
commerce is the employment of electronic tools in commercial activities. These electronic tools
range from telegram, telephone of early times to NII, GII and INTERNET of modern times. The
commercial activities here refer to all lawful activities of demand and consumption except for
typical production process. The narrower definition is that electronic commerce is the whole
process in which people, who master information technology and business regulations and rules,
systematically use electronic tools and efficiently and low-costly engage in all kinds of activities
centering on the exchange of commodities and services in a highly technically and economically
advanced society. The first definition can be simplified as commercial computerization, the second
can be shortened as an electronically commercial syStem.

2. E-business

The term electronic commerce is restricting, however, and does not fully encompass the true
nature of the many types of information exchanges occurring via telecommunication devices. The
term electronic business also includes the exchange of information not directly related to the actual
buying and selling of goods. Increasingly, businesses are using electronic mechanisms to distribute
information and provide customer support. These activities are not “commerce” activities, but
—2-



Chapter One Fundamentals of E-Commerce

“business” activities. Thus, the term electronic business is broader and may eventually replace the
term electronic commerce. Although the term electronic commerce is used throughout this book,
many of the activities described are more accurately classified as electronic business.

Those readers familiar with traditional electronic data interchange systems (EDI) may be
questioning what makes electronic commerce different from the EDI systems that have been in
place for the past 20~30 years. EDI is a subset of electronic commerce. A primary difference
between the two is that electronic commerce encompasses a broader commerce environment than
EDL Traditional EDI systems allow pre-established trading partners to electronically exchange
business data. The vast majority of traditional EDI systems are centered around the purchasing
function. These EDI systems are generally costly to implement. The high entry cost precluded
many small and mid-sized businesses from engaging in EDI. Electronic commerce allows a
marketplace to exist where buyers and sellers can “meet” and transact with one another,

3. The Framework of EC

Many people think EC is just having a Web site, but EC is more than that. There are dozens of
-applications of EC such as home banking, shopping in online stores and malls, buying stocks,
finding a job, conducting an auction, and collaborating electronically on research and development
projects. To execute these applications, it is necessary to have supporting information and
organization infrastructure and systems. The EC applications are supported by infrastructures, and
its implementation is dependent on four major areas: people, policy, technical standards and
protocols, and other organizations.

Words and Phrases

frequently ['fri:kwontlr] adv. % ¥, $EHh
overuse ['suve'ju:z] vefF i3 &

discard [diska:d] vt. £ 3, %

definition [.defi'nifen] n. & X, &k
framework [freimwa:k 1 n. #J38, HELR, 454
virtually ['va:tjuel] adv. FE5E b, LR
incorporate [in'ko:pareit] v, Wk, H N\, B0
strategic [stro'ti:dzik] adj. {EEE K, ARES L
curriculum [ka'rikjulom] n. iR &

perspective [pa'spektiv] n. ¥, HE
exchange [iks't[eind3) v.35 ¥k, R, X5
communication [ka.mju:ni'keifn] #.i8 M
delivery [di'livari] n.i#i%, 354

means [mi:nz] n.FB, Hik

application [.eeplikeifon] n. N F, iz H
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automation [0:ta'meifan] n. B3, H3ML

address [e'dres] vie. A5, 11=F

capability [keipa'biliti] n. (SEBx) &4, tHhE
referto ZH, R, KB, {770

collaborate [ka'lseboreit] vi. & 1F

globalization [,glaubslai'zerf an] n. 23Rk, £ 3R M
competitive [kem'petitiv] adj. 5T F 1

transmission [treenz'mif en] n. %1%, &%, %
transportation [,treenspo:'teif en] n.i& i, izi%
employment [im'ploiment] r. & H, £/, FIH
consumption [ken'samp[an] n.74 %
systematically [sista'maestikal] adv. R4, B RSt
computerization [kem,pju:teraizeif an] n.it E 4L
restrict [ris'trikt] ve.FR#l, £, FRE

encompass [in'kampas] v.@ [, %5

classify ['klzesifai] vz.53 3%

question ['kwest[an] v.#5), $F5E

subset ['sabset] n.—&4>, T

preclude [pri'klu:d] v.HEER

dozens of HFEH)

infrastructure ['infra'strakt[ o] n. Fak 8 M
implementation [.implimen'tei[ an] n. W4T

Notes

1. This section is intended to clear the ground and examine the definition of electronic commerce
and introduce its framework.
XEH clear 5D, X “fEWEHR, FREHT7. BHlw.
clear one’s mind about sth. ~ FFFHHEH
FHFER: THXHIAEKEREL TR ROEE, BaEileXrdsk, 3#H
NAEREHIELE.
2. ...to see a story about some facet of electronic commerce.
XEE story N “(HTED 0, WiE: EBRENAY (REL”. Fiw.
anews story BTiEIRE
a feature story 55
AAJFER: e AUEBHE R TRSEE — HEKIRE.

3. Electronic commerce is an emerging concept that describes the process of buying and selling or
exchanging of products, services, and information via computer networks including the
Internet.
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(1) XHEH) that 5| SR EEMG, BHHETERFESTE concept.

(2) via & “through” FIERE, F “#d (FB)” M. Hlm:

The contract established via oral negotiation can hardly provide such evidences as human
testimony and material evidence.

M 3K PR T 4 5 Y I A LA SR BRI B A RHIE B A RHX AR HIE A .

Shipping your order can be made via the transshipment at Hong Kong.

A LU AR E AR R BB R T 1T B2 o

ARER: BFRSRE—NRIBIOES, BRI EYNE, SEERMN, KRz

ERRE S REFEBNRS .

. EC is a tool that addresses the desire of firms, consumers, and management to cut service costs

while improving the quality of goods and increasing the speed of service delivery.

IXE ) while improving the quality of goods...t®& while EC improves the quality of

goods.... HMAKEBM LGN LEAARR, MAIKEETERE, 2 ABESAEE

Bt £ A EE. Fl:

When arriving at home, he found that he forgot his key at school.

BB A R EEFRT

When pressed, a function key causes a particular action in the computer.

HL T IR, FIETHEMNL ErE A — M BRI

FHER: ECR—FTR, SHBBHAT. BIRAE R AT R CLEHI RS

#H, FNRREREGANEE, MRS EEREE.

- It refers to a broader definition of EC, not only buying and selling but also servicing customers

and collaborating with business partners, and conducting electronic transactions within an

organization.

(1) referto 1 “K3, RF; BR, HxX" @&, Hln.

He referred to your illness in his letter.
AEE TR E T RS .

Il refer to this point again.
RIERRIIX— .

(2) not only...but(also) ... N {H-++++ MH--ee o flan:

He not only had read the book but (also) remembered what he had read.
MBS B, TR CHER AR,

(3) ...not only buying and selling but also servicing customers and collaborating with business
partners, and conducting electronic transactions within an organization J&BL7E 4} i 451E,
A buying, selling, servicing, collaborating, conducting #F I3 %X %

AHEN: BIRIE EC M/ X, MEREZME, TAET ABERERES, Silik

a1, URESVHMAHTRTFERS,

- While transactions are conducted via electronic devices, they may be transported using either

traditional physical shipping channels, such as a ground delivery service, or digital mechanisms

such as the download of a product from the Internet.

2

_5_



BT HHRE
X B either...or.. VE “BRE oo B ererre, oifyereeerlBfheeeee” ARER . i

Either you come in person, or you entrust someone with the matter.

HELBOK, BARFTBNRLIEXHH.

It is wrong to regard our work either as totally good or as completely bad.

VBN TR EE — TR L, BRMH.

FAFEN: ELEB TN, BFRETUFNAEENYEIZERERITHEE, Fil
Rhizi@iE MRSy, BRE R LMERSTE T R#THEE, BN EBEN LT 5.

7. The narrower definition is that electronic commerce is the whole process in which people, who

master information technology and business regulations and rules, systematically use electronic
tools and efficiently and low-costly engage in all kinds of activities centering on the exchange
of commodities and services in a highly technically and economically advanced society.
X BLf) in which people...advanced society. J& & MA], B4R E 56478 process. {H7E
ZEEMNTTRET 55— EBMA, IHE who master information technology and
business regulations and rules, B4fi5E4T ] people. %A IEH — MU 2 174H1E centering
on the exchange of commodities and services in a highly technically and economically
advanced society EEE, BUFRTEIA activities. E MBI RBPEEFESHRS.
FEFER: BTRFRRIE XRBHLEE T 5 BBARN RN A ZERE AR,
SHFNUNKEMEE, ERGNREESMERITHP R, ¥, KA
BT TR TE.
8. Increasingly, businesses are using electronic mechanisms to distribute information and provide
customer support. '
Increasingly MAMEERE, HWAREWNE, AREHENMIT, TRRUHIEAXA
WA BRI AIE N AR AP IRE. KR
Clearly, he isn’t telling the truth.
Luckily, he wasn’t at home that day.
FEMRE, BRMBRER.
FAIEN: BAFTFMAETFFBRARES SRR RS H 25m.
9. Traditional EDI systems allow pre-established trading partners to electronically exchange
business data.
allow sb. to do sth. fRIFHEAMBEE, Fl.
Parents seldom allow their children to touch electricity wires.
FKBOAFBTFRBBELE,
They are allowed to enter the university for studying.
AT AN T .
AA)EN: 5 EDI R AV 56 AT SLAE SR I B 55 & VK A P e T T B e e v e
10. CEO (chief executive officer) HEHITE .
1. NII (national information infrastructure) XEE{EERBEAK: X EEBREMSK, £H
Fie BERBHE.
—-6-—
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12. Gll(global information infrastructure) £ERKI5 BFHE AR, G BERKHE.

EETG:

Skills of Understanding
M FEY, fehoBl (—)

NEP R B R B 5 303 B AT BRI E X8k, BEAFh—AEHEE (topic
sentence) FI&ET-%iB)7) (supporting sentence) #IR. FAAIMEIEHHBRENF.OEME, T
B A ES B hO BAEBATHE ., MBARE., FRIFOLERBENXE. LEH
ZHRAL T BIEITT L, XM LA A BY ) (leader) . A& XA T B LE R (R
A concluder) ELB{H,

1. EEAALTERY

Bl 1:

Many people think EC is just having a Web site, but EC is more than that. There are dozens of
applications of EC such as home banking, shopping in online stores and malls, buying stocks,
finding a job, conducting an auction, and collaborating electronically on research and development
projects.

2. EEANM TR

% 2.

One only has to pick up virtually any newspaper or business-related magazine to see a story
about some facet of electronic commerce. Businesses are incorporating electronic commerce into
strategic plans, business schools are incorporating it into their curriculum, and consulting and
software firms are marketing electronic commerce “solutions.” So what exactly is electronic
commerce? Different people define this term in different ways or from different perspectives.
Electronic commerce is an emerging concept that describes the process of buying and selling or
exchanging of products, services, and information via computer networks including the Internet.

3. EBANTERE

Bl 3.

Today the T-shirt can be seen everywhere and on everyone. Women and little children wear
T-shirts as do teenagers, university students, and men from all walks of life. T-shirts are worn on
playground, at the beach or in town. They can also be worn for work. Yet T-shirts remain relatively
inexpensive and longwearing, as well as easy to care for. Smart but comfortable and convenient to
wear, they have become one of America’s newest ideas on fashion.

4. TEUBEERENRZ

HHBREHEALER, BEANAREH—NME— K BRFSE, RATT LSS
FR HF BIR — 8 B SR T g8 XM & i 4.
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i 4.

Advertisements give recent information about products. If there were no advertising, people
could not know about goods in shops. Advertising helps to make a bigger market. Therefore as
more goods are sold, they are cheaper. Advertisements also offer money for newspaper, magazines,
radios and TV stations.

R—BOCERRE — NN £, ERENa TR SRER. BT
AIUVHP ARSI EBA)&: Advertising is useful.

Skills of Translation
B8 LT chs R RdEia

FEPHIR—NE. Bk, ARG EHESENRNE X, BHURE LT ST
R U KBS R BA) B SR A WA S S AMA S 2 3 A FIKAL . Flin work IX—BNRTCAR
FETXHAEARPEX.

The computer is not working. &R T .

Your idea won’t work in practice. RFIARESLRR FIT A

%31 BTFHATIERE, ERAFFUERSIERE

1. Every life has its roses and thorns.

2. He overcame his bad habits by sheer force of will.

3. We should draw a lesson here: don’t be misled by false appearances.

Exercises

I . Review the guestions
1. What do businesses, business schools and consulting and software firms do with electronic

commerce?
How do Kalakota and Whinston define EC?
What does electronic business mean, according to Lou Gerstner, IBM’s CEQ?

How does Ligi define EC from the perspective of productive force?
According to the text, say something about EC and E-business and their differences.
What is EDI?
How many applications of EC do you know? What are they?

\lO\UI-B‘.JJN

Il. Translate the following passage into Chinese
1. Internet E-Commerce is a technology that can facilitate new entrants to existing markets
without the need to match the IT and infrastructure investment of the existing player. Recent

8-



Chapter One Fundamentals of E-Commerce

developments in Internet E-Commerce have facilitated the entry of new players into a number of
market segments.

2. Substitution is a threat to existing players where a new product becomes available that
supplies the same function as the existing product or service.

[I. Translate the following sentences into English

1. HEAUABETFES RN R X —/ il S 8 F e iR

2. BYBFXANAFLERE, TEERSEIG 2R S BT AT S BT
I

3. BEHHAEANAM, thEARIME., FRFHE. FHALR. LSS RNBUGHLE
K P B 7 55 PRI R A s B B s 4

4. BTHFHBETFHSERR, ESELBHFFRIIITHHIERERHTHIES.

IV. Reading Comprehension
Projecting the Economic Impact of the Internet

In just a few years, the Internet has had a visible impact on the daily lives of many Americans—at
work, at home, and how they communicate with one another. But a key policy question for the
future is: How will the Internet affect the performance of the economy and the standard of living of
average American? In particular, is the Internet just a different way to communicate (an alternative
to phone, fax, or mail) and thus not likely to have a fundamental impact on the functioning of the
economy, as some skeptics have claimed? Or will it be a significant factor in sustaining the
remarkable increase in productivity recorded since the mid-1990’s, as many executives and venture
capitalists in the industry, and some economists, seem to believe?

The answer to these questions cannot be resolved any time soon with standard econometric
techniques because E-Commerce is too recent a phenomenon (and still too small in relation to
standard economic activity) to be modeled in any defensible way. A different approach, therefore,
seems called for, one that attempts to extrapolate judgmental estimates of the likely impact of the
Internet at the industry level based on estimates by individual firms and analysts, suitably adjusted
where appropriate, and then adds up the results to see what they imply for the overall economy.

That is the approach we have pursued over the past year with a team of researchers, primarily
but not exclusively from some of the nation’s leading business schools. Our research team focused
on eight sectors, which collectively account for about 70 percent of the nation’s GDP on a
value-added basis: automobile manufacturing and sales, non-auto manufacturing, higher education
and private-sector training, financial services, government, health care.

Our findings are necessarily speculative but, we believe, not unduly so. Indeed, some of those
in the high-tech community with whom we have discussed our results believe we may be too
conservative, especially given the relative infancy of the Internet, its growing penetration rate, and
steadily increasing speed of access. Our quantifiable estimates refer only to projected cost savings
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