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Commerce the exchange of valuable goods or services has been conducted for thousands of
years. Today we think of commerce as conducting business in which buyers and sellers come
together in a marketplace to exchange information products services and payments. Traditionally
business has been conducted in physical buildings often referred to today as brick-and-mortar
marketplaces. When the marketplace is electronic  business transactions occur across a
telecommunications network where buyers sellers and others involves in the business transaction —
such as the employees that process transactions — rarely see or know each other and may be
physically located anywhere in the world. This process of buying and selling of products and
services across a telecommunications network is often called electronic commerce and the

electronic marketplace is sometimes called a marketspace.

The initial development of electronic commerce began in the s and s when banks began
transferring money to each other electronically using electronic funds transfer EFT  and when
large companies began sharing transaction information electronically with their suppliers and
customers via electronic data interchange EDI . Using EDI companies exchange information
electronically with their suppliers and customers called trading partners including information
traditionally submitted on paper forms such as invoices purchase orders quotes and bills of
lading. These transmissions generally occur over private telecommunications networks called
value-added networks or VANs. Because of the expense of setting up and maintaining these
private networks and the costs associated with creating a standard interface between companies
implementing EDI has usually been beyond the scope of small and medium-sized companies. Now
small and medium-sized companies and many large companies are beginning to use the
Internet which is a less expensive network alternative to VANSs for the exchange of information

products services and payments.
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Millions of people use the Internet to shop for products and services listen to music view

3

artwork conduct research get stock quotes keep up to date with current events and send e-

mail. More and more businesses are using the Internet to conduct their business activities.
What is the Internet

To understand the Internet you must understand networks. A network is simply a group of two or
more computers linked by cable or telephone lines. The group of linked computers includes special
computers called servers that provide users access to shared resources such as files programs and

printers.

The Internet is a public worldwide network of networks connecting many small private networks.
Computers on the Internet use a common set of rules called protocols for communication. The

primary Internet protocol is called TCP/IP Transmission Control / Internet Protocol .
A Brief History of the Internet

The Internet originated in the late s when the United States Department of Defense developed
a network of military computers called the ARPANET Advanced Research Projects Agency
Network . Quickly realizing the usefulness of such a network researchers at colleges and
universities soon began using it to share data. In the s the military portion of the early Internet
became a separate network called the MILNET. Meanwhile the National Science Foundation

NSF began overseeing the remaining non-military portions which it called the NSFnet.
Thousands of other government academic and business computer networks began connecting to
the NSFnet. By the late s the term Internet had become widely used to describe this huge

worldwide” network of networks.”

Businesses need some physical communications medium such as network cable or a modem
connected to their computers to connect to the Internet. Increasingly individuals and businesses
are using wireless connections to connect to the Internet. Additionally to access the Internet
many small and medium-sized businesses must make arrangements to connect to a computer on the
Internet called a host. An Internet service provider ISP provides access to a host computer.
Large businesses colleges universities and government institutions may already have a computer

network that is part of the Internet.



Chapter 1 A Brief History of Electronic Commerce -

The World Wide Web

In a software consultant named Tim Berners-Lee was at CERN the European Laboratory
for Particle Physics in Switzerland where he was working on ways to improve information
sharing and document handling between the research scientists both at CERN and throughout the
world. Using the concept of hypertext whereby text on one page links to another page he
developed the first program that allowed pages containing hypertext to be stored on a computer in
a way that allowed other computers access to the pages. Berners-Lee called his system of
documents linked by hypertext the World Wide Web.

The World Wide Web WWW  also called simply the Web is therefore a subset of the
Internet where computers called Web servers store documents that are linked together by hypertext
links called hyperlinks. A hyperlink can be text or a picture that is associated with the location
path and filename of another document. The documents called Web pages can contain text
graphics video and audio as well as hyperlinks. A Web site is a collection of related Web
pages. A Web browser is a software application used to access and view Web pages stored on a
Web server. The two most popular Web browsers at this writing are Microsoft Internet Explorer

and Netscape Navigator.
Internet and Web Demographics

Determining how many individuals are online and which Internet services they are using can be
difficult. Research and marketing groups publish various estimates on a regular basis. However
because of the dynamic growth of the Internet these estimates are quickly outdated. Additionally
there are differences among the various estimates because of differences in how Internet access and
Web content are defined the survey and calculation methods used and how the data are
gathered. Furthermore the rapid growth in Internet access and online content makes estimating

current growth and predicting future growth difficult at best.

However there is one thing all growth estimates and predictions have in common They indicate
that the remarkable growth of Internet access and online content from year to year shows no sign of
abating. For example Nua Internet Surveys provides an“ educated guess” of the growth in
Internet access by aggregating data from multiple surveys. According to Nua Internet Surveys

Internet access worldwide increased from million people in March to million people

in September an increase of more than percent.
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Along with increased Internet access the amount of information available on the Web is growing
very rapidly. A study by Inktomi and NEC Research Institute Inc. indicated that in January

the Web contained more than one billion unique pages compared to million in October
E-commerce Versus E-business

With the commercialization of the Internet in the early s electronic commerce became e-
commerce the buzzword for buying and selling products and services on the Internet. Today
many people use the term e-commerce in a broader sense encompassing not only buying and
selling but also the delivery of information providing customer service before and after the sale
collaborating with business partners and enhancing productivity within organizations. Others
prefer the term e-business to indicate the broader spectrum of business activities that can be
conducted over the Internet. Most people today use the term e-commerce in its broadest sense

interchangeably with e-business.

— ]

The widespread electronic linking of individuals and businesses has created a new economic

environment in which time and space are much less limiting factors information is more important
and accessible traditional intermediaries are being replaced and the consumer holds increasing
amounts of power. The Internet is both an effect and a cause of this new economy. The Internet is
a product of the tremendous technological and economic changes driving the new economy and
increasingly it is the medium of the new economy. Although in the past large companies were
able to conduct their business electronically using EDI and private networks the high costs
associated with EDI prevented most businesses from using the technology. The Internet has leveled
the playing field by making it easier and cheaper for companies of all sizes to transact business and

exchange information electronically.

In this revolutionary economic environment many of the limitations of space and time are
disappearing. Businesses that once had geographically limited customer and competitor bases are
finding that the whole world is now both customer and competitor. Companies that previously
conducted business activities during traditional hours can now conduct those activities online

hours a day  days a week days a year.

A popular independent Denver Colorado bookstore The Tattered Cover with two brick-and-mortar

locations has been doing business successfully for over  years. The Tattered Cover has traditionally
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competed with other local Denver bookstores. Now the Tattered Cover also competes with online
bookstores such as Amazon.com and Barnes&Noble.com. To meet this new competition the Tattered
Cover added an Internet bookstore. From its Internet bookstore the Tattered Cover sells books and
gifts and provides special customer services around the clock including a schedule of upcoming special

events and personalized search requests for hard-to-find books.

In the new economy processing information is more powerful and cost-effective than moving
physical products. Increasingly the new economy is becoming less about the transfer of goods
and more about the transfer of information. Information companies such as Yahoo which have
relatively few physical assets and employees can enjoy disproportionately large market values in
the new economy. A leading information company in the automobile industry is Edmunds.com.
Edmunds founded in is the publisher of a number of automobile and truck reviews and
pricing guides. In Edmunds introduced its Internet sitte  Edmunds.com which has become
a valuable online data source for information about new and used automobiles including pricing

dealer cost and holdbacks reliability buying advice and product reviews.

Because information is easier to customize than hard goods many companies are finding that the
information portion of their products or services is becoming a larger part of the total value they
offer customers. Office product suppliers such as Staples create customized product catalogs for
their large online customers that list only those items and prices negotiated by contract. Online
grocers automatically retain previous shopping lists allowing buyers to quickly add frequently
purchased items to their grocery cart. Webvan.com which began selling groceries online in

in the San Francisco Bay area automatically creates a My Personal Market for each customer
listing all of the items the customer has purchased in the past. My Personal Market is created with
the customer’s first order and updated with each subsequent order. Customers can log in to
Webvan.com and go directly to My Personal Market where they can view a list of their =~ most
frequently purchased items stored by purchase frequency items from their most recent order or
every product they ever purchased sorted by product category. Finally customers can create

save and view their own custom grocery lists.

Traditional business intermediaries such as distributors and agents are being threatened by the new
Internet economy in which buyers are linked directly to sellers. Travel Web sites such as Travelocity
are replacing travel agents and online trading services such as E * TRADE are taking business from
traditional brokerage firms. In place of these traditional intermediaries the new economy has

encouraged the growth of a new kind of middleman sometimes called an“ infomediary ” that
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organizes information on the basis of customer needs — for example the Internet Truckstop an
online load truck route freight matching and bid posting service. The Internet Truckstop gathers
information from truckers trucking companies brokers shippers freight forwarders and others

and then makes that information available for a fee to subscribing customers.

Although the new economy is providing online opportunities for sellers it is buyers who are
dramatically gaining new economic power. Internet and Web access is fundamentally changing
buyers’ expectations about speed convenience comparability and price. Buyers no longer have
to travel to various physical locations to compare prices and services. Competing businesses that
offer unique services or lower costs are just a mouse click away. Online shopping services such as
Shop .com allow buyers to quickly locate and compare the prices and availability of competing

products and services.

Autobytel.com launched in March provides shoppers with a haggle-and hassle-free auto
shopping experience. Shoppers who visit the autobytel.com Web site can access auto
specifications vehicle reviews manufacturer incentives and dealer invoice price information

and then elect to submit a purchase request to a local accredited dealer or visit the AutobytelDirect
virtual car lot to purchase a car and have it delivered. In autobytel. com generated more
than $  billion in car sales through its Accredited Dealer Network and had more than seven
million registered users. There were more than five million unique visitors to autobytel.com and its

wholly owned subsidiary CarSmart.com during the first quarter

The new economy is changing the rules of business Time is collapsing distance has vanished
information has greater value traditional intermediaries are being replaced by" infomediaries ”

and buyers hold more power than ever before.

Efraim Turban and David R. King [Introduction to E-commerce Chapter Pearson

Education

'!'; Notes

B il

Using EDI companies exchange information electronically with their suppliers and customers
called trading partners including information traditionally submitted on paper forms such as

invoices purchase orders quotes and bills of lading.
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Millions of people use the Internet to shop for products and services listen to music view
artwork conduct research get stock quotes keep up to date with current events and send e-
mail.

up to date current events stock quotes

Edmunds.com which has become a valuable online data source for information about new and
used automobiles including pricing dealer cost and holdbacks reliability buying advice

and product reviews. Edmunds.com

Because information is easier to customize than hard goods many companies are finding that
the information portion of their products or services is becoming a larger part of the total value

they offer customers.

hard goods physical goods

The Internet Truckstop an online load truck route freight matching and bid posting
service. The Internet Truckstop gathers information from truckers trucking companies
brokers shippers freight forwarders and others and then makes that information available

for a fee to subscribing customers.  Truckstop

Truckstop
bid broker
Autobytel.com launched in March provides shoppers with a haggle-and hassle-free auto
shopping experience. Autobytel.com
haggle hassle haggle and hassle

Shoppers who visit the autobytel.com Web site can access auto specifications vehicle reviews
manufacturer incentives and dealer invoice price information and then elect to submit a
purchase request to a local accredited dealer or visit the AutobytelDirect virtual car lot to

purchase a car and have it delivered. autobytel.com

AutobytelDirect
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and buyers hold more power than ever before.

Vocabulary

marketplace n.
mortar 7.
marketspace n.
transfer n.

interface n.

protocol .
oversee V.
subset n.
graphic n.

outdated a.

demographic a.

abate v.

o

aggregate .
buzzword n.
encompass V.
spectrum  n.

intermediary n.

|

I

|

I

I

I

|

I . .

| disproportionate  a.
| . customize .
: catalog n.
I, log .

|

| brokerage n.
: accredited a.
I

subsidiary n.

-
it

brick-and-mortar

business transaction

electronic commerce / business
electronic funds transfer
electronic data interchange

particle physics

Special Terms

Internet access
physical assets
distributors and agents
freight forwarder
mouse click

accredited dealer

Time is collapsing distance has

traditional intermediaries are being replaced by
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::; Phrases

At best we can do only half as much as last year.

People with very important jobs sometimes have to work around the clock.
The high fruit was beyond my reach.

Let’s make arrangements for getting there on time.

The only access to that building is along that muddy track.

There was a bill along with the parcel.

In place of soft drinks they’ll have some water.

~ .
_J Exercises

I. Answer the following questions on the text.

. What is electronic commerce

. How electronic commerce was initially developed

. What is the Internet

. What does ISP stand for

. What is WWW

. According to the passage what are the characteristics of the new economy
. What is the role of information in the new economy

. What is the* informediary”

. What benefits does the new economy bring buyers

. How can a customer buy cars over the Internet
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II. Fill in the blanks with the proper forms of the phrases.

% beyond the scope of shop for keep up to date ¢
ﬁ> a wide variety of work on on a regular basis <V
% at best around the clock in a broad sense %
“; in place of <y

. I was some new clothes but I couldn’t find anything.

. There still exist some mysterious happenings in the world which are hard to explain

because they are human knowledge.
. He spent a month his thesis.
. The city was an ordinary sort of place.

. It has always been our policy to review staff productivity

. In order to finish the task the workers have been working

. our advertised program we will be showing a film.
. The old should also .

. The diet of foods helps people keep fit.

e-commerce equals e-business.

III. Translation.
1. Translate the following passage into Chinese.

It has been estimated that the world-wide e-commerce market will exceed $  billion in consumer
transactions by the year courtesy IDC and % of all WWW users have used it to
purchase a product or service online courtesy CommerceNet / Nielsen Media . Regardless of
what one’s business is one cannot ignore such a large group. To be a part of that community and

show that you are interested in serving them you need to be on the WWW for them.

Establishing a presence in any market place is essential to the success of your business. In creating
this presence there is some basic information that you want to advertise such as what you do and
how someone can contact you. Many businesses convey basic information through business cards
and brochures. However unlike the limitation of business cards and brochures a WWW site

contains more detailed information and can be updated at any moment.

Some businesses get their local newspapers to write their opening and / or new promotion.
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Unfortunately people in distant geographical locations may not read about it. With a WWW site
anybody anywhere who can access to the Internet is a potential visitor to your WWW site and

thus a potential customer.

The WWW provides businesses the opportunity to open international markets to network to sell
products and services and the ability to do all these anytime. We are not all on the same time zone
and schedule. For example your business may be world-wide but your office hours are not. But

a WWW site can serve your clients customers and partners  hours a day  days a week.

One of the important aspects of business is making connections with other people or networking.
For instance passing out your business card is a courtesy of every good meeting and such
meetings can turn into prospects. With the WWW you can pass out more than your business card

to millions world-wide. People can reach you on the WWW anytime inexpensively and simply.

One example of basic business information is a Yellow Pages advertisement what a company
does its office hours contact information location its methods of payment and so on. With
the WWW one can have a Yellow Pages advertisement with instant communication. Unlike
paper-base advertisement the WWW also allows one to add multimedia information — sound

pictures and movies — to one’s company’s information to serve your potential customers.

2. Translate the following Chinese into English.
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IV. Supplementary Reading.

The U.S. government set up ARPANET in the s for its own communications with the
academic and defense establishment within the United States. In four supercomputers at
universities were linked together via that network so scientists could share data. During the S

the technical infrastructure continued to expand with a series of incremental enhancements and
additional users. By computer hobbyists were becoming active on the system and some
people were beginning to use the term Internet. The National Science Foundation NSF  the
government agency most responsible for doling out government R&D grants took over
responsibility for managing the backbone network in . But the big event came in when
the World Wide Web WWW came online making it much easier to access and use the
network. The next turning point came in when the University of Illinois introduced a browser
called Mosaic that made it possible for people to access and use browse the Internet much as
they do today. During the second half of the s tools that made it easier to get onto the

information highway” continued to be developed such as browsers from American startup firms

e.g. Netscape Lycos and Infoseek .

Students of the Internet are debating the extent of usage but all would agree that Americans made
up the largest population accessing the Net until late . In that year for the first time
Americans made up slightly less than percent of the entire population of global users. While
Americans still were the largest national community of users the statistic suggested how quickly
the rest of the world was getting on the Net particularly in Western Europe and in East Asia. The
best estimates suggest that by some computers were attached to the Internet

million in . With the arrival of the World Wide Web making it so much easier for
Americans to get connected with their personal computers one could see the effect just in the
numbers. In million computers linked to the system following the kinds of growth we
saw with the PC once it acquired relatively easy operating systems Microsoft’s in the early

s Apple’s a few years earlier . Growth for the Internet continued at the torrid rate that we



