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E lectronic Commerce and The Communication Of Information 

Abstract 

Electronic Commerce is a relatively new phenomenon in today 's 

market place. Commerce or the buying and selling of goods and services can 

take many forms. In the early years of computerization. commerc ia l activities 

revolved around the exchange of financial data between businesses and banks 

(Electronic F unds Transfer). Then businesses began exploring the transfer of 

data in an electronic format between individual businesses in the fonn of 

Electronic Data Interchange (EDI). Over time much broader types of business 

transactions began occurring. Data exchange included inventory items, 

marketing. sales materials, product design. Items which were sent via mail 

took on an electronic format speeding the exchange of data from one business 

to another. As data began moving electronicaUy a network or series of 

communication lines developed. The deve lopment of interna l network lines 

expanded the use of fo rms of electronic communication to include 

E-mail , EDl, EFT, file transfers of text, graphics and sound. Internal business 

and external network applications grew. Most internal networks allowed for 

the increasing productivity of internal workers in sharing ideas and 

completing projects. The use of the computer attached to an internal network 

made workers more productive. Likewise the external network which was 

used primarily for research by the military and uni versities called the Internet 
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also grew in popularity. The sh.i ft of business transactions moving from a an 

internal application to and external application on the Internet lead the way for 

the development of Electronic Commerce. Electronic Commerce is c un-ently 

one of the newest, hottest technological achievements of our time. Businesses 

are rapidly developing appl ications in wh.ich to buy, sell or trade services 

using the Internet. Th.is paper explores some of the challenges faced by 

electronic commerce and the communication of information. Reviewing past 

and current techrucal writer' s works in the field of computer technology , an 

overview demonstrates how computers are changing the way humans are 

adapting this new technology. Electronic commerce changes many processes 

currently used in business transactions and produces a new fo rm of 

commercial activity. As future developments progress in this type of 

technology people will see many adaptations of electronic commerce in daily 

life. 
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Electronic Commerce And The Communication Of Information 

Preface 

1n the 1995 motion picture The Net, actress Sandra Bullock's solitary 

home office life as a computer consultant is suddenly shattered by the 

di.scovery of an unusual computer virus by one of her cyberspace companions. 

The tension building chain of events that follow leave Bullock in one of the 

worst nightmares that a human working, with computers could imagine. 

Computers with the a id of evil humans had totally changed her life and 

identity electronically. Everything that made up her human profile. credit 

ratings, police records, education records, home address, date of birth, 

signature and even her physical image had been changed or altered in order to 

keep her from uncovering a master plot. The plot was to infect major 

computer systems around the world with a security breaching virus that would 

allow cyber viUains to break into major computers systems fo r almost any 

purpose. Although some may say. "it could only happen in the movies,'" the 

reality is that computers are rapidly coUecting more and more data about our 

Ufestyles, personal habits, and financial status dai ly. 
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Briefly looking at the story line of this film, it is easy to recognize the 

impact that computers had on Bullock's ability to maintain a normaJ life. In 

contrast computers also were able to destroy Bullock's normal existence and 

even strip her of her human identity. Data became the common thread which 

governed Bullock's ability or inability to function in the normal world. Some 

of these threads of data are more easily recognized than others. Daily 

interactions with bank Automated Teller Machines. (ATM), brief interactions 

with databases at our places of business, or even simple retail purchases at U1e 

local supermarket, aJI record electronic data about our acti vities and habits. 

The more information that is captured, the more detailed the electronic profile 

is sketched of who we are in this age of •'information.'· 

So why is this information important, and who is using it? What are 

the benefits of captur ing all of this data? Will the average human find 

intellectual growth, or will we all end up in some horrible nightmare I ike 

Bullock found herself in, unable to convince the local police or neighbors or 

her true identity? The answers may not be easy. One emerging area of 

technology which is rapidly expanding and using thi s wealth of data is 

Electronic Commerce. 

What then defines Electronic Commerce? Scott Cook. chairman. and 

one of the founders of the CaJifomfa based software company Intuit Inc .. 

views Electronic Commerce as the changing of, "finding customers, servicing 

customers, and set I i_ng customers" from a physical interaction to an e lectronic 



means. This new type of interaction done via electronic means may remove 

some of the human interaction we have known in the past. 
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ll1e transformation from human to e lectronic means reduces these 

human fW1ctions, freeing people to move into "higher value- added functions" 

reduci11g cost ( l O I ). 

How would this apply to Bullock in The Net? The once office bound 

worker now becomes a telecommuter or borne office employee. She 

competently works at her computer all day in an environment which she 

controls. She can answer the phone electronically, record messages, open 

mail , read the local paper, watch TV on her computer monitor all 

electronically, or even access a local fast food pizza del ivery chain 

electronically, completing a request for pizza deLivery without any human 

interaction. Bullock bas W1knowingly created Electronic Commerce 

transactions as part of her normal daily activities. It all seems so simple, so 

natural. Will we all adapt to this new type of behavior in the future? 

Cook sees Electronic Commerce as a whole pictw·e, " successfully 

selling" customers electronically, which in tum gets them to "buy 

electronically"( 101 ). What was once in the past viewed as primarily a 

payment option, such as a transaction recorded on a credit card when a 

customer purchased an item at a local store, can now be transformed into a 

virtual shopping spree electronically. The store becomes a form of electronic 

media and is presented to the consumer via a computer. This is a significant 



change in the market place, and yes. it wi ll have major impact on consumers 

as the technology continues to develop to support lb.is view. 

The pace at which the technology in this area is developing is 

asto1mdjng! It has actuaUy been quite difficult to chose resources which 

represent the most current progress, as new information becomes available 

a lmost daily. 

This paper deals with some of the recent changes in the areas of 

electronic commerce. A broad overview is offered oftbe uses of EDI 

(Electronic Data Interchange), retail transactions. lntemet applications and 

how these appl ications are fast becoming the mainstream of e lectronic 

commerce. Briefs from various writers in technica l journals give current and 

future applications which are being explored by business leaders i.n linding 

new applications offering alternatives to traditional methods of banking. 

shopping and performing business transactions electronically. Several issues 

in the area of data security and global challenges which businesses might 

need to consider, prior to marketing for new clients electronically are 

addressed. The paper conc ludes with a personal view of how electronic 

commerce is rapidly changing at a major competitor in the a ir express 

industry. Federal Express. Federal Express is shifting from a package 

transpo1iation company to an information logisti cs company and bas been 

rapidly expanding its use of electronic commerce and other related 

4 



technologies in order to reduce transaction costs and improve new financia l 

growth opportunit ies. 



Electronic Commerce And The Communication Of Information 

Chapter 1: Introduction 

"Merchants have no counuy. The mere spot they stand on 

does not constitute so strong an a/lachment as that.from 

which they draw Lheir gains" -Thomas .Jefferson 

Thomas Jefferson's words seem to have been written just yesterday. 
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" Merchants have no country," their attachment comes from where they draw 

their "gai11S." Business merchants are learning that tbese words apply to them 

even today in terms of a meaning which Jefferson may never have envisioned: 

Electronic Commerce. 

No longer is there a need for a manual process of ordering goods 

months in advance of anticipated needs. No longer is there a need lo spend a 

lunch hour standjng in a line at the bank to make a simple deposit. No longer 

is there a need for walking to the corner mailbox to mail a letter. No longer is 
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there a need for a worker to be in lhe office LO complete a business 

transaction. No longer is there a need to face the elements of weather. traffic 

jams, daylight work hour limitations. or boundaries of a cow1try. And in many 

cases, a handwritten signature is no longer needed in order to complete a 

business transaction. 

Conducting business is not Limited to time and space. Using the 

technology of computers. business can be handled in a much more efficient 

manner. This new sweep in business called, Electronic Commerce, allows us 

to act as "merchants" and allows us to complete business transactions from 

virtually anywhere we can draw our "gains." Je1Ierson was and is still on 

target. 



A Brief Look Back 

Electronic Commerce has its roots in the begi1mit1g of a l I computer 

technology. The evolution of informat ion in a digital format came into being 

during World War U with the development of ENlAC (Electronic Numerical 

Integrator and Calculator). How ENlAC worked was simple. Digital signals 

flowed through circuits representing numbers. Numbers equal letters in the 

alphabet or a simple instruction that the computer would carry out. Because 

simple instructions could be carried out by machine rather than humans, 

ENIAC was considered the first modern computer. Built dming 1944-1946. 

ENJAC was enormous in comparison to modern computers today. ENlAC 

took up more space than an 18 wheeler tractor trailer. ENIA C weighed more 

than 17 Chevrolet Camaros and consumed more than 140,000 watts of 

electricity to function. Even though vast in size, ENI AC would only execute 

5.000 basic arithmetic operations per second (Pritchett 24). From ENJAC 

came the development of binary code. The code was U1e system of digits 

being counted as on or off, i.e.: I= On, O= Off. The term "binary digit" 

8 
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became an accepted mode of understanding for thjs information. Putting 

information in a digit format allowed for quicker calculations to be completed. 

Government agencies began using this method or data exchange when 

communicating vital infom1ation about defense and security. As large 

corporations involved with the defense or security applications realized the 

benefits of data communication they too began to incorporate computers in 

reducing manual hours needed to complete routine mathematical tasks. 

According to authors Ian Morrison and Greg Schmid, "development 

oftbe integrated circuit (invented in the late l950's) has pennitted an ever 

increasing amount of information to be processed or stored on a small micro 

chip" (Pritchett 36). Early adapters of this computer technology saw "data'· 

as a way to improve the effectiveness of their business. Incorporating data 

transactions or the information gained from the data helped to make business 

more productive and less labor intensive. Manual jobs began to see a change. 

The first practical industrial robot was introduced during the I 960's. 

Machines in factories with the addition of computers would provide 

management data output for information analysis. 

During the late 1970's and early 1980's, electronic transactions 

oJ information started growing. As businesses were beginning to realize the 

benefits of computer use they began to capture inventory, billing, revenue 

receipts and sales transactions. Computers were used for market analysis. 

forecast analysis and to determine what products to market. 



10 

During the late 1980's and early 1990's data exchange and its various 

forms had its inception. For example in the transportation industry 

international shipments on container ships departing or retmning from Lbe 

Ports of Seattle and Tacoma began using the exchange of data (EDI) to allow 

trading partners to have knowledge of business data. Items such as invoices. 

arrival notices, manifests and payments were shared between business partners 

electronically. The computer to computer exchange or information allowed 

both the buyer and seller to be more efficient in business transactions. 

Computers also allowed both parties to adapt a "just in time" i1wentory 

process, reducing inventory costs and increasing competitiveness. 

Financ.ia l transactions which once moved via paper began movi11g 

electronically. Banks could keep accurate transaction records for debits and 

credits to business accounts e lectronically. Not all banks used the same 

computer formats, however, the principal was similar. Computers a llowed 

banks to move what was once a manuaJ process to an electronic process and 

increase human productivity. Banks saw the benefits in reducing the 

possibility of human eJTor and let the computers control Lbe data. 

The fie ld of medicine started adopting record keeping measures 

electronicaJJy. Prescriptions, patient records and vitaJ diagnostic information 

libraries helped improve physician productivity. Physicians, pharmacists and 

other health care professionals would view electronic records relating to their 

patients and provide status updates to these electronic records as needed. 
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Grocery stores began gathering information tlu-ough scanning 

technologies. Products were given bar-codes which included product 

information stored in a number formal and placed on a product label. The bar­

code contained information that would record inventory management and 

supply a method for tracking supply and demand needs. As marketing 

departments started viewing inventory management records they began to 

match bar-code information with the buyer·s credit card or check number. thus 

creating a database for market analysis of buying habits and consumer trends. 

Today most data or information is put in a digital format. The benefit 

is that all digital information can be sent over data lines or a standard vo ice 

phone line. Some examples of items which now are traveling in a digitaJ 

format are feature fiJms, libraries, newspapers, On-line magazines and signals 

from wireless applications like cellular phones. The digital data can travel 

with great speed. The speed or ability to transmit the data is what is helping to 

foster the newest environment of technology for the 21st century: Electronic 

Commerce and the communication of information. 

According to the International Data Corporation. the worldwide 

Electronic Commerce service market represented $1.5 billion in revenues 

during I 995. Tbe areas that were reviewed and classified as Electronic 

Commerce included E-mail or Electronic Messaging, EDI or Electronic Data 

Interchange, and enhanced Fax services. The h.ighest percentage of the service 

market was the use of E-mail services-SO%. The major players were AT&T. 



l2 

for E-mail service, SPRINT for enhanced Fax services. and GEJS (General 

Electric Information Systems) fo r EDI services. Amie Shapiro, an analyst 

working for International Data Corporation, s tates that "U. S. based providers 

through distributor relationships, mergers, and acquisitions are beginning to 

generate a greater portion of their revenues overseas." In the next five years 

the anticipated growth outside of the U.S. will grow from 12 % to 40%. The 

speed in growth areas is primari ly due to the increased use of the Internet 

(Freedman). 

1l1e Internet is a network of computers which have over the years been 

linked together for the exchange of intellectual ideas and information. First 

used by defense organizations. users grew in numbers to include universities. 

research institutions and most recently the general public. Today the Internet 

is seeing growth by the addition of businesses and individuals linking their 

computers into the Internet. Data which was once transferred interna ll y via 

networks like stand alone products such as E-mai l, or EDI are now moving 

data via the Internet in a g lobal environment which creates new electronic 

business opportunities. New electronic business opportunities allow merchants 

to draw themselves toward new resources for profits or gains. The gains may 

come in a variety of new forms. Elect ronic commerce will move forward 

from E-mail, Fax, and EDI services to something greater. The growth or 

electronic commerce will be dependent on how businesses adapt electronic 

commerce applications. For some, gains wiU be experienced through the sale 
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of products electronically. For others gains may be realized via the selling of 

"transacti.on" space on networks. While yet other businesses may find gains 

in the continued reduction of labor costs associated in the replacement of 

manual activities to automation. There is, however, considerable evidence that 

electronic commerce and related computer transactions will change lives and 

the way business transactions are completed in the 2 I st century. 



14 

Chapter ll: Literature Review 

Major Thinkers In The Area Of Electronic Commerce 

The Information Society 

There are many written works dealing with computer technologies and 

the forecasting of where teclmology is beaded for the future. To understand 

where we are today, it is important to review some of the early works written 

about computers. 

One early pioneer to such writings was Yoneji Masuda. Yoneji 

Masuda was the founder and President of the Lnsti Lute fo r the Information 

Society, Professor at Aomoii University, Executive Director of the Japan 

Creativity Society and the former Executive Director of the Japan Computer 

Usage Development Institute. Masuda wrote an interesting book called, The 

Information Society As a Pos, f nduslrial Society. 

In his work Masuda looks at the transformations of an industrial 

society, going from a physical producing society to one which is self sustained 

by ''informational productivity." Masuda describes the growth of 
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computerization in four stages. Each stage will help us understand Lhe 

progression of computer development over the past 50 years. These same four 

stages will clarify our understanding of why our economy is moving toward 

the evolution of electronic commerce. 

According to Masuda, the first stage is the development of 

computerization from 1945 and 1970. During this time frame computers were 

used primarily for national scale projects such as defense or space exploration. 

The United States took the primary lead in this area and developed 

SAGE(Semi-Automatic Ground Environment System) which protected the 

United States from Soviet missile attacks. The United States was a lso viewed 

as the leader in scientific research and the use of computers to perform 

calculation trajectories for the ApoUo space program. Common people had 

very little interface with computers on a regular basis unless they worked with 

one of the leading companies involved in this type of scientific tecl111ology 

(36). 

The second stage of computerization moved from science based 

applications to management based efficiencies from I 955- 1980. In this stage 

big business started using technology to manage information and reduce the 

number of workers needed to complete simple tasks. Masuda again feels that 

the United States led the way in interweaving government and business 

administration together. An example of this combined technology was the 

development of the SABRE system,(Semi-automatic Business Research 
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Environment, computerized reservation network American Airlines) for 

passenger reservations in air travel. This period also saw military use of 

compulers for global applications of inventory management. More computer 

use in business environments meant that workers were beginning to fee l the 

impacts of computer technology with respect to their jobs. Routine tasks and 

assignments underwent changes as computers were used to complete tasks 

resulting in the downsizing of the work force. Routine items which could be 

automated became automated, leaving workers struggling to acquire new 

skills. The developmenl of computer ski lls required training. Failure to learn 

new skills left some workers seeking employment away from environments 

which were embracing the new computer technologies (3 7). 

The third stage of computerization is now. Although Masuda views 

society as being in lhe third stage at the time of the writing of hi.s book in 

1980, he views society quick ly moving toward the fourth stage. The third 

stage began in the l 970's and changed computer technologies from a 

management based teclmology to one which was "society based." Masuda 

thinks that computers dtu-ing thjs stage wil l be used to so lve ·'social needs.'' 

The transition wi ll be realized as the welfare of individuals within a society is 

improved. Masuda [eels that the use of computers would provide for many 

advancements iD the medical and social health care fie lds. Physicians in 

remote areas would bave the abil ity to perform palienl exams remotely using 



computer technologies to transfer information about a pat.ienl back to his or 

her office for diagnosis (38). 
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Masuda also writes about new ·'knowledge networks." He fell these 

networks would be created and would become the basis for new types of 

education processes in schools. Further developments in industry wou ld be the 

basis for computer technology to constantly refine patterns of physical work. 

Masuda also thought that computers would help society deal with common 

problems. One example would be the use of computers to improve the qua I ity 

of the ai r we breath. 17.ie manufacturing plant wh.ich bad first used computers 

to automate a manual process would now use the computer to check the output 

of toxk gases in waste materials. 

Masuda sees the fourth stage of computerization as " individual based." 

We are beginning to enjoy the produc6vity of this stage as more individuals 

begin to acquire their own personnel computer (39). By using personal 

computers we are able to reso lve problems. carry on dialog with other 

computers, or determine appl ications which best fit our needs. Some of us 

may simply use the computer for home finances. Others may keep quite 

extensive compositions of music. entire home business inventories, or Ii braries 

of material for the enhancement of our children' s education. 

Masuda writes a vision statement which he felt represented his ideals 

for the computer growth in the country of Japan. Although specifically 



written to help guide the Japanese toward their development of computer 

technologies, it also would apply to a lmost every nation. 

Masuda 's Vision : 
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" The realization of a society that brings about the general.flourishing state 

of human intellectual creativity instead ofqfjluent material consumption '' (3). 

Masuda's vision suggests that we move away from the mass 

consumption of products or human labor and move lOward a society which is 

far more intellectual in nature. Electron ic Commerce may be one answer 

which wi ll allow us as a society to experience that "general flourishing state:· 

Using human intellect and computers together, humans will be able to replace 

many work functions, while creating new opportunities for employment. 

In Masuda' s plan which was written fo r Japan, he writes that 

computers should be used to improve the qual ity of life. Masuda feels that the 

success of using computers in a variety of ways would be the beginning of the 

"infonnation based society." Some examples of fields in which Masuda saw 

possible implementations are, banking, government offices, school systems, 

transportation, medical. food distribution chains, pollution pi-evention 

programs, re-development of human potential, (labor training applications run 
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by computers) and even a portion of technology dedicated solely for the 

preservation o r peace. Today we see many of these improvements in all of the 

above areas and in human productivity as we allow the computers to perform 

the work. 

Masuda writes of an idea for a ' 'Living Visual Information System.' ' 

This system would assist individuals in performing two way communications 

between their homes and community services. The individual would be able to 

access computer generated images of items of interest from a computer 

linking device. The level of interest of any particular topic would dictate how 

much data would be transmitted to the recipient and from what sources. The 

data might be in text, video or sound formats depending on the need of the 

individual. requesting the information. [n many ways the lnternel acts as a 

Living Visual Lnformati.on System. Perhaps Masuda envisioned the 

beginnings of the Internet, Electronic Commerce and the exchange of 

informat ion. 

Comp utopia 

Masuda a lso wri tes about a state of "Computopia," where computers 

are contrasted with the good or evil in society . "Computopia," Masuda says, 

is the most logical path of choice versus an automated state where everythjng 

is controlled by computers. He fee ls that total automation of everything which 



humans do would al ienate humans and social decadence would become a 

reality. 
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Masuda views " the computer as innovation technology" or as an 

"ultimate science'' ( 153). He cautions that j ust as science couJd be used to 

bring "immeasurable benefits to humanity if wisely used," they could also 

lead to destruction if used improperly. A good example of destruction and 

disorder by computers occurs in the motion picture The Net. The movie 

portrays a web of computer data which is woven into our lives effortlessly 

without our knowledge. The main character. played by Sandra Bullock, 

learned very quickly how much computers were involved in her life when sbe 

was suddenly without access to many of the systems she used regularly. 

Some interdependence is good, but too much can be disastrous. When Bullock 

realizes the impact of a computer virus she has found on major computer 

systems around the world, she is aJso confronted with the possibijj ty of the 

destruction of every day ·'order." The virus she detected was breaching 

security barriers in certain computer programs and causing chaos fo r main 

computer systems. The virus altered airline schedules causing flight delays 

and plane crashes. Transactions to and from banking institutions were altered 

by the virus causing massive billing errors and missing revenues. The virus 

also tampered with government documents resulting in the interference of law 

enforcement agencies to accurately perform suspect or criminal checks. Even 

Bullock's passport application and identity were electronically altered leaving 
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her without a sense of reality. The computers in essence had destroyed her life 

as she knew it and created something new. 

It is easy to see how quickly coruputers would endanger society if used 

for destructive purposes. In contrast. however, usi_ng computers for the 

creation of knowledge and the sharing of that knowledge will make society 

more productive. Collection of data about our li_ves in an electronic format 

can improve ow- health care, reduce pollution, simplify our tax filing, or even 

reduce the cost to increase one' s educational resources by allowing the access 

to Libraiies of information found half way a:row1d the world. Masuda leaves us 

with the hope of a knowledge based society where humans and machine will 

exist together in harmony. 



Open T/,e Gates I 

Bill Gates is another writer in the area of computer technologies. 

Gates, the CEO of Microsoft, writes in his book, The Road Ahead, that as 

people collaborate and communicate via computers, "our lives wi ll become 

richer and less tied to location" ( J 35). Gates writes that "new technologies 

will offer people a new means with which to express themselves"( 134). 
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Our generation and tbe generations to come will be able to access 

information on an infonnation highway which is being built now. This 

information highway will connect all businesses and individuals for the 

increased productivity and enjoyment of all. Gates, like Masuda, sees society 

using computers to proceed forward as an " information society.'' 

Gates as a business founder has already begun to develop the tools 

needed for businesses to use the information highway as a means for 

completing business transactions. Gates, along with Scott Cook, CEO of 

Intuit, are pursuing the ir business strategies in the development of banking 

technologies as part of a new era of Electronic Commerce. There are great 

advantages ·for banks as well as other types of businesses to increase e lectronic 
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transactions while reducing human transactio ns to improve productivity and 

profits. New forms of business transactions are being completed not in 

person, but with a new lype of consumer: the electronic customer. Banking as 

an electronic customer wi ll also foe! new applications in lhe area of electronic 

commerce. As banks start switching from paper transactions to electronic 

transaclions they wiJI need to form relationships with this new type of banking 

customer. The electro o_ic customer may be a s ingle individual or a large 

corporation with basically the same modes of commtmicating info rmation: a 

computer. The common goal is to create a transaction, exchange e ither 

financial or informational materials, and have equal satisfaction about the 

process. 

The banking industry in December o f 1995 reported an estimated 

"800,000 customers banking by computer, barely I% of the entire United 

States banking customer base" according to Bruce Leueke, VP of Banc Ohio 

in Columbus, Ohio. The projections are that by 1997, 6% of aU banking will 

be completed electronically. This increase will he lp banks to reduce the costs 

for doing business with their customers, and in some cases these savings will 

be passed on to consumers via lower service charges (Caldwell 14). To 

in1prove their business strategy both Microsoft and lntui t are offering Home 

Banking software to allow consumers the PC interfaces they need to be able lo 

conummicate w ith area banks. Software companies benefit from the purchase 

of their software. Ban.ks benefil from reduced overhead in having tellers 



handl.e transactions and the consumer benefits by the reduction in cost fo r 

access fees. The growth in the banking area of electronic commerce is 

expected to continue as the PC banking fees will continue to lower as more 

and more banks and consumers adopt this new way banking. 
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Gates predicts that over the next decade all business transactions wi 11 

be "transformed." The software product offerings of his company are already 

helping businesses begin this transformation. Many documents which were 

once on paper are being converted to the electronic media. Microsoft Office 

products organize text materials, and support Fax, as wel l as On-Line 

transmissions of data. Users of data are given access to information via 

networks. information sharing benefits the whole organization. For example, 

a business may set up a computer network to allow multiple parties to access 

"draft" documents. The reviewing parties have the ability to alter, update, or 

add input to the documents. The contributing parties may not be in the same 

office location, perhaps not even in the same country. Now all that is needed is 

a pathway to get these documents from the originator to the reviewing 

destination. The pathway components might be the interoffice network, an 

external Fax, or the Internet which allow the contributing parties access to the 

living data. Once the documents have all input added. the project is complete 

(Gates 141 ). Perfonning business transactions electronically moves the 

documents OT information at a much higher rate of speed than previously 
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more efficiently which will make the business more competitive. 

Using some so1t of network whether internally or externally will 

require an application of electronic commerce. Fees for services will be 

charged as the documents travel across boundaries whjch were once control led 

by space and time. Each one of these transactions could be viewed as a 

potential revenue generating point at any crossroads along the way for 

increasing profits. The revenue or profits realized come from the time saved 

in the speed at which this piece of work is completed. There is also reduction 

in costs for paper handling, rewrites of drafts, mailing and even the results 

produced by examining the contents of the document which may suggest that 

some new business direction or product is needed to meet or beat the 

competition to a saJe ( 141 ). 

Electronic commerce builds its strengths on being able to take 

information and make use of that data in new forms to improve or enhance 

human productivity. The business of transferring data will allow for greater 

creativity among the users of this information. Although banking seems to be 

the first area where we see electronic commerce being used widely, it will not 

beihe only area in which data taking on a life of its own. 

Another area in which electronic commerce and data transactions are 

viewed as moving from stationary points to live environment would be in a 

manufacturing process. For instance in an automotjve manufacharing plant the 
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totaJ number of cars produced is controlled by buyer demand. l.nstead of 

traditional show rooms. the buyer is able to pull up on a computer screen the 

exact make and model of the car he o r she is interested in purchasing. The 

computer perfonns a live search for the vehicle to see if one exists in a remote 

inventory distribution. If a vehicle is found, the purchase is completed using 

the help of a salesperson, and cred it or loan officer at the dealership. [f no 

vehicle can be located, then either the consumer or the dealership salesperson 

uses a computer to design a unique order or transaction. The details for the 

vehicle desired can be quite exact and specify unique needs for the vehicle to 

meet the buyer ' s demands. Dealerships will no longer fiU showrooms with 

vehicles which may never sell, but instead use a computer to enter data into a 

database about buyer specifications, transmit that data to a manufactming site, 

and the vehicle wi ll be built. Eventually the dealerships themselves will no t be 

needed. as the consumer may complete the whole researching, selecting, and 

purchasing of the vehicle via an electronic commerce transaction via their 

personal computer. Although seemingly far fetched, the first of these 

applications is beginning to surface on the Internet today. Gates then sees 

computers helping humans to enhance their ability to t,•rnw as a information 

society. Much like Masuda, Gates believes that society will use computers lo 

transform daily life. Gates believes that business applications wi ll lead the 

way for many other new developments in electronic commerce and the 

communication of information. 
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Living At Light Speed 

"The truth however is thal most of the news these days is not about the 

information super highway 's effect on our lives, but about how companies are 

aligning with each other, buying each other, selling each other and SJJending 

big bucks on the pavement that will become the highway "----Demny Goodman 

Danny Goodman, an award winning technology writer, in his book. 

Living at Light Speed. views the ' ' information highway" as a metaphor. He 

contrasts what is occurring in today' s marketplace with the highway 

construction of the 1950' s. Early in the development of America's 

construction of major roadways, there was only one main route to getting 

somewhere. Like the o rig ins of Route 66 (an early American roadway). 

individuals were left with some concrete roads and only a few dirt roads to aid 

them in their journeys from one destfoation to another. Connecting one 

human with another required hours of travel by car. Such trips were infrequent 
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for the average American and required a great deal of forethought and 

planning. When Americans did travel, they began to consume products al.ong 

the way. Gas stations. hamburger stands. hotels and other new types of 

commerce developed. 

In the information age we are beginning to connect more and more 

people together by a new means. Goodman says the connections or roads are 

·'electronic." The electronic roads do not limit the travel.er to one road. such as 

the Route 66, but provide multiple paths in which to arrive at a desired 

destination (2). Traveling these "electronic roads" is just like traveling a 

highway. There are many sights to see and places to stop off the highway to 

browse and enjoy a moment of interest. New entrepreneurs are starting to line 

the highway. These entrepreneurs will be the pioneers of electronic commerce. 

Just as the Mom and Pop country stores and restaurants were fust to develop 

commerce on our national highway system, small business will lead the way 

for much larger growth on the infonnation highway. Tue smal l business 

transactions have been happening for years as universities, govenunent 

agencies, and medical fields have been exchanging infonnation already. For 

the general public however. there must be a greater lure to get more people on 

the information highway. 

Goodman sees three lures for the average consumer in using the 

infonnation highway: messaging, information. and entertainment (20). 
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He also sees the financiers in terms of who wi ll support the cost to build and 

expand the roads to the information highway as : I.) the users of the data that 

j]ows on the highway, and 2.) advertisers who reach the users by sponsoring 

data that arrives to the users at no or low cost (56). 

Goodman acts as a "foreman" presenting some interesting challenges 

which will need to be overcome before everyone will fee l comfortable on the 

new information highway. Some of the same challenges will likely be felt by 

those who are developing electronic commerce activities on this new road. 

Tbe first challenge is tbat, information on the highway needs to be 

able to link all nations and peoples together (63). The standards by which 

information is placed onto the roads of the highway need to have some sort of 

consistency. This issue arises when trying to establish protocol types for 

financial transactions in the banking industry. Universal protocols for world 

banking via electronic means are currently inconsistent making business 

transactions difficult to perform. 

Goodman sees these standards being established by large data 

enterprises such as regional phone companies, cable companies, or On-line 

service providers. In principal, one would assume that Big Business would be 

the first to domfoate the electronic commerce market. Those corporations 

having the capital resources and development staff w i 11 be fast to develop 

corporate interfaces which will support interacting in an e lectronic fashion. 

Placing a business transaction On-line will have as many new challenges as 
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did the first food chains on Roule 66. Those who wiU able lo overcome 

obstacles simply by having the funds to put resources where needed, will 

most Likely break the success barrier first. ln contrast, smaller businesses w ill 

not have the same resources and will remain as the Mom and Pop country 

stores along the highway. The country store or small business will struggle lo 

build the interfaces needed to play in the electronic market and may easily be 

passed by when competing with larger merchants or business owners who go 

On-line. 

The second challenge Goodman presents is that individuals and small 

companies may be able to use some of !he new electronic sites, however they 

will need to have a computer (69). Just as the new concrete highways 

required a vehicle for travel. individuals and businesses who want to 

participate in electronic commerce will need to have the abil ity to access these 

new eJectronic businesses. Banks. pizza delivery services, even Federal 

Express, aU have current physical address locations that do not require a 

computer to access provided services. If these services are totally replaced 

with electronic means, then each indiv idual desiring to use these services will 

need to have some form of access to these electronic services. Development 

of access channels would need to be developed fo r a lJ members of society not 

only in the United States but in other countries as well. This may be difficult 

due to physical limitations, hardware protocols, phone Line access, language 

barriers and cost. 
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The third challenge presented is slaying unique in lhe vastness of the 

Internet. Goodman states, "Jf Internet special interest commWiities get too 

popular, the feel of community in those ' places' wilJ diminish, just as a small 

town that grows into a city loses its originaJ flavor and charm'' (92). lt may 

be years before electronic commerce will lose its charm just as it may take 

some time for it to become the norm of our society. Creating a Wiique place to 

market a product may be difficult for the average entrepreneur. The electronic 

market-place for products and services will most likely be dominated by brand 

name recognition rather than small companies not easiJy recognized by their 

names. 

The fourth challenge is that On-line services have their own distinct 

community or special interest group. Goodman says that each On-line service 

has its own distinct community. Some comrnw1ities arc viewed as wel l 

informed, while others are not. Individuals who frequent the information 

highway have certain bias against certain On-Line providers. This bias may 

prevent two great minds from ever getting together because they belong to two 

different network providers (95). 

This brings up an interesting challenge for the electronic business. 

How would a business market to all of the potential profiles which make up 

any individual special interest group? It could perhaps target one. but that 

style of marketing may aJienate another vaJuable niche. A good example of 

this diJemma would be newspapers which cun-enlly sell their service of news 
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to the public in an electronic format. The newspaper must market for On-line 

subscribers and provide services which are demanded by their readership. 

Sourcing for readers willing to pay for an On-line newspaper needs to be 

done on a national level which may be quite costly. Brand name recognition 

may help the consumer to select a well known newspaper they wish to have 

sent to them electronically. However the challenge becomes how to embed the 

smaller unknown local newspaper among all of the major ones and gain a 

share of the market of avai I able readers. 

The fifth chaJlenge is how to compete, or develop and complete a safe 

or transaction. Goodman refers to th.is as" interactive media and cumplering 

the sale. '' Goodman seems impressed with the abilities of the information 

highway providiJ1g information but is less impressed with the ability of most 

"sites" to complete a transaction from start to finish. This is trnly a major key 

for successful electronic commerce (98). 

Several retail companies. L. L. Bean. Nature Company, WiUiams 

Sonoma, are using computer technology to show a potential custorner an 

electronic view of products. store layout. or models wearing garments. As the 

shopping and selection process for products or services goes On-line, retailers 

will need to migrate toward the completion of the entire sales transaction On­

line. This means not having to pick up the phone (a second line in the home, if 

the fi rst one is being used by the computer while viewing the catalog 

offerings) but simply pointing and clicking on wanted items, quantity, co lor 
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and authorizing the price charged to a credit card. Then the computer must be 

able to calculate the charges, display billing options, shipment options, and 

notify the consumer of any warranties or exchange privi leges for the products 

purchased. Once each electronic "site" is able to complete the entire sales 

cycle, then and only then will true electronic commerce have taken place. 

Any interaction with a human breaches this concept ( 102). 

The sixth challenge is that " only the 'halves · will be able to afford the 

tolls on the information super highway." Goodman ' s thinking here is that the 

cost associated with owning a personal computer, network access, fancy 

cabling charges and On-line charges/fees will result in only certain classes of 

society havi_ng access to information. The old ' 'infonnation is power" or 

"power i_s in the hands of a few" might apply here (103). 

When the telephone was first Lntroduced the price to own one was not 

affordable to the average consumer. The same may be said about access routes 

to the information highway or the ability to equally use electronic commerce 

types of transactions. ln reviewing Goodman' s view of the lures to the 

information highway, messaging, information and entertainment. those who 

cannot afford the setup costs wil l also not have access to the benefits. T here 

will be the " have' s" and " have not's." Poor communities as well as under 

developed nations will not reap benefits of improved productivity o r services 

that the highway would provide. Information which may help these 

individuals the most, save them consumer costs, and enrich their lives would 
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not be available. Cultw·es, such as those found China, may experience a 

waiting period of two years to receive the privilege of a phone line, and would 

not be able to access the world community. Likewise only small amounts of 

transactions involving business in an e lectronic format would be able to take 

place due to limited availability of phone lines. For some the abil.ity to access 

electronic avenues for banking, retail purchases, and general information will 

be a choice between a want and a need. 

Small children learn to struggle with the idea of "wants" and "needs" 

at an earJy age. A young girl who appeared to be about six, asked her mother 

while strolling down the toy aisle a t a local store. "Mommy, I' m just not sure. 

I really want this new doll, but l don ' t really need it, do IT' Shocked. the 

mother listened to the child just a little longer. "Mommy a need is someth ing 

you can't live without, Like food, clothes, shelter, or love, but wants are the 

stuff you can get by without." The mother stiJ I in shock, was for the first 

time. able to leave the toy aisle without pmchasing a new toy. The child truly 

understood that her wants were not critical to her survival and therefore could 

be delayed without significant harm to her existence for that day. 

For a number of children growing up in the 21st centLU°y, computers 

and computerteclmologies as they continue to develop may very quickly 

become a need . These children may need to make some tough choices about 

purchasing these technologies. The decision to purchase a computer will 

someday become just as s ignificant as that of their great grandparents' 
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generation when faced with determinfog whether or not to purchase their first 

phone. What was once considered a want turned into a great need in order to 

stay in touch with family and friends and to provide a sense of security. 

There is the issue of literacy, both in the abi lity to operate a computer 

and in language. The ability to operate a computer may be limited by one' s 

physical well being, health, or handicapped status. Only those who at the 

present time can read have the ability to benefit from the forms of information 

found on the infonnation highway. As electronic commerce develops, 

providers will need to consider providing resources for a variety of users who 

may have different types of handicaps. This area alone may exclude many 

potential users of electronic commerce, simply because developers of 

electronic commerce failed to take into consideration the degree of "bave's" 

each individual may possess with regard to computers and their ability to use 

them. 

The last challenge Goodman writes about is the myth in thinking the 

in.formation highway w ill never affect me. The reality is, in mru1y ways it 

already has. Goodman discusses the effects in the workplace. Companies are 

either subscribing to information from the highway or becoming contributors 

to the highway (l 09). Many workers are beginning to access work computers 

from home in home based offices linking themselves via networks. Those who 

have access abi lity via any of the many On-Line services are much better 

equipped to stay in contact with electronic information. The abiliLy to reduce 
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travel time to and from the office has a direct impact on worker productivity 

and helps improve the quality of time with family and friends. Wireless 

applications such as a beeper or cellular phone can transmit data via a network 

and keep the worker informed. 

Children are using computers in school and at times are accessing the 

Internet for learning opportunities and cultural exchange of information and 

ideas. Tax returns can be filed electronically, and cable boxes on television 

sets can have electronic signals sent to them to determine channel access. The 

information highway has already begun to touch many lives, even when the 

source is transparent to the individual consumer. 

Goodman states. "Individuals best prepared to succeed are those who 

can learn, modify and grow, regardless of age, experience and ego' (2 15). 

To understand how information technologies will progress, Goodman refers to 

some basic marketing principals and defines target consumer markets or user 

groups that wi ll embrace the new electronic technology. Various target 

consumers will help reduce the cost of the technology developments over a 

long period of time. These target group definitions fit well when applying 

them to the area of electronic commerce. 

The first group Goodman calls the innovators. They are the 

individuals who jump right into what ever the market wi ll offer in technology. 

They see change and updates as something which is ··cool" and a must have, 

to keep them one step competitively ahead in both their business and social 
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life. As users of technology they have an above average income and can afford 

On-Line services, hardware, or the latest software. They have more le isure 

time to invest in gaining new knowl.edge or using the knowledge the 

technology provides. T he companies and individuals in this target market are 

ripe for electronic commerce. This is because they see the value of reducing 

transaction costs associated with a manual or paper process. For an innovative 

company, risk is normal, and they are wil ling to spend money on development 

of software and hardware or applications which have not been marketed to the 

general public ( 114). 

The second target group Goodman descri bes are the early adapters. 

Early adapters tend to purchase technological products even when they arc not 

supported by their work. This f,'Toup would be the individuals who explore the 

newly formed technologies to satisfy their personal needs of curiosity. This 

group is also very sati sfied with the long term vision of technology( l 14). In 

the area of electronic commerce, these are the people who have already tried 

banking via their computers. Some may be experimenting with making 

purchases for products via the Internet. Many are communicating daily with 

friends on E-mail systems via On-line services, even though this mode of 

communication may not be available to them in the workplace. These are the 

individuals who bought ce llular phones when they cost $800, or paid $1800 

for a video camera the first year they were on the market. 
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The third target group is called the early majority. Tbe early majority 

makes up those individuals or companies which purchase the products after 

they have started to become less price prohibited ( 115). An example reflective 

of this group would be the average household migrating from eight track tapes 

to cassette tapes, then replacing cassettes witb compact di sks. This target 

group moves to the next generation of products quickly as the price begins to 

fall. 

In the area of electronic commerce, this group represents individuals 

who have access to computer hardware freely, both in the work place and at 

home. This target group will access all forms of electronic commerce eagerly. 

They will be users of E-mail, EDI. Internet, and will provide the greatest 

amount of feedback for product refinement. This group will be the resource 

point for gathering information needed for future enhancements of a product. 

Some of the ideas which early majority members suggest will be incorporated 

quickly into developing technology. Other ideas may bold a stiff price. 

because this group can be creative and demanding. The early adapters always 

reach for the next generation of products: The CD player with a (3) disk 

holder (price $ 150) versus the CD player with a (6) disk bolder costing 

upwards of $500, with speaker, remote programming. and various other 

updated options. 

Then arrives the late majority. Goodman claims that this target group 

wil l not spend much more than about $400 for a technology purchase. The 



39 

lower the purchase price, the more likely members of thjs group will buy. 

These users wil l buy from second hand stores, work with older applications, 

and find reasonable value in the products available on the after or resale 

market ( I 15).This target niche may use electroruc commerce, E-mail, EDI, 

and the Internet only when they are forced to. One example might be an 

elderly couple who may never have owned a credit cmd. Now as retirees they 

are free to travel. Quickly the couple learns that car rental agencies, hotels. 

retail services and others will only provide service if they present a credit card 

to pre- authorize payment for a service. In the past, cash transactions were 

normal and using a credit card was viewed as frivolous. Finding the courage 

lo use a credit card fo r transactions leaves the couple with an Lmcomfo1table 

feeling, but they know it is necessary in order to conduct what is considered 

normal business transactions relating to their travel. Regretfully, thi s couple 

wilJ acquire a credit card and perhaps an ATM (Automated Teller Machine) 

card and learn to function with these new basic tools within a technological 

society. 

The last target group Goodman refers to are the Low Income or 

Luddites. Goodman describes this group as having very low income and 

showing very little interest in technologies. For electronic commerce to 

become a part of this target group' s lives, the methods currently used wi ll 

need lo be allered to service t his group. From a social point of view electronic 

commerce may benefit this group the most. For example, rather than mailing 
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welfare checks, funds might be direct deposited into a special individual 

account which could onJy be accessed via a debit/credit card. The debit and 

credit card would only aJlow the user access to money in his or her account . 

but limit the ability for over drafts. Financial records for purchases of food. 

housing, or utilities could be maintained on the individual. with no need for 

income tax filing. DoUar limits could be set to control the purchase of health 

haz.ard items, such as alcohol or tobacco, perhaps improving the health and 

well being of the individual. lf given public access of the internet, this group 

might benefit from emotional support groups, financial consulting, 

employment resources. shelter and clothing bargains available in a global 

market. Tragically though, it may be a long time before an organization or 

governments are willing to use fonds for development or support of 

applications which wouJd greatly benefit the individuals who make up this 

target group. 

Goodman has provided interesting reflections on the challenges of 

technology and some of the target users of the emerging technology. 

However to continue the study, we must look at the digital economy and how 

electronic commerce and the digital customer is continuing to develop. 
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The New Eco11omy 

To understand where electronic commerce is beaded. it is important to 

understand the world economy and how society will identify changes which 

are beginning to effect individual lives. Understanding these changes will 

allow us as consumers and business professionals to become more 

productive and fiJ1ancially secure. Don Tapscott, author of a new book, The 

Digital Economy, refers to twelve themes of this new economy. Like 

Goodman, Tapscott identifies the realities that each consumer of technology 

must begin to accept. 

The first reality is the fact that the new economy is based on 

''knowledge. " Tapscott refers to information as being "smart." hems which 

have "smarts" are those which contain coded information about the product or 

services to gather information and provide some form of inte lligence. Many 

of these products are easi ly found in daily life. Others are a bit more 

transparent to the users or are not as easily identifiable as having some form of 

computer technology incorporated within. Some examples Tapscott gives are 

on the following page. 
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Examples of Knowledge Based Items In Society Today 

I. Smart Clothes: 

2. Smart Cards: 

3. Smart Houses: 

4. Smart Roads: 

5. Smart Cars: 

6. Smart Tires: 

7. Smart Pucks 

Contain chips that tell manufacturing details, store 
inventory location, purchase price, who ultimately 
purchases the item. 

Single plastic cards with micro chips that contain every 
significant piece of informat ion needed, previously 
contained in credit cards. health cards, and even driver's 
Licenses. 

Houses that manage inventory and maintenance items 
for the owners. Room temperature. Lighting, burglar 
aJarms. phone systems all managed by computers. 

Devices embedded into roads which monitor traffic, 
road conditions and reckless drivers. 

Intel ligent cars with driver aides, maps, vehicle service 
records, driver performance evaluations and preset 
preference settings depending on who is at the wheel. 

Air pressure adjustments made automatically. 
depending on weather and road conditions. 

Computer chips used in sports equipment. such as a 
hockey puck, which a llows infonnation and video 
images to be sent to networks for entertainment or 
competitive knowledge building against the opponent. 

8. Smart Radios/TV: Built in personal preference choices about buying 
habits, viewing choices, music, information access. 

9. Smart Telephones: Built in answering machines, caller TD, video images 
and faxes (44-46). 
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The second reality in identifying this new economy is the fact that it is 

"digital." The old economy was more physical requiring human intervention 

in various transactions like banking, answering the phone or physically 

walking to a mailbox to receive and open the mail. Today, however. by using 

digital information, the speed of physical work and productivity has increased. 

Tapscott' s thinking is similar to Masuda·s in that he fee ls that what was once 

done by hwrnms would be replaced by machine. The physical action is 

replaced with computer power allowing humans to tap into greater levels of 

intelligence. The "digital economy" al lows for society to increase the ability 

to share, modify, or store information electronically (49). 

The third reality of a digital economy is "virtua/ization." "As 

information shifts from analog to digital. physical things become virtual­

changing the metabolism of the economy, the types of institutions and 

relationships possible. and the nature of economic activity itself ' (50). 

Everything that can be put in a digitized format now becomes virtual. [n a 

virtual economy, there are basically no limits of time and space. Individuals 

move data to control an event. Business transactions occUJ electronically 

without having to move people from one physical location to another. 

Tapscott cites some common examples in use today: virtual ballot boxes, 

bulletin boards, business parks, congress hearings. corporations, coupons, 



government agencies, jobs, malls, markets, sex, reality, stockyards , and 

villages (50-51). 
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The fourth reality of a digital economy is : "Molecularization. ""The 

new economy is a molecular economy. The old corporation is being dis­

aggregated, replaced by dynamic molecules and clusters of individuals and 

entities that form the basis of economy activity. The organization does not 

necessarily disappear, but is transformed. Mass becomes molecular in all 

aspects of economic and social life" (5 1 ). Tapscott describes an economy 

which acts like a molecule, the molecule being the ·'smallest particle into 

which a substance can be divided and still have a chemical identity" (53). fD 

terms of a digital economy, individuals can cluster together to perform as a 

team of molecules creating a "mass" effect or more independently like a "gas 

molecule" only attracting other molecules when the form needs to change. ln 

essence perhaps it (the molecule) creates a corporation for as long as it is 

needed to accomplish a certain task or goal, then disbands. Each singular 

piece (molecule) then is attracted to something new, which results in 

continuous changing dynamics of the economy. 

The fifth reality in a digital economy is "Integration and 

Internetworking. " Tapscott refers to the integration and intemetworking as 

the breakdown of large corporations into smaller clusters or molecules which 

work much easier together. When the same users of information existed as 

part of a major corporation, they were limited in their ability to become highly 
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productive because of internal bureaucracy. Now that the users are becoming 

networked together in smaller groups, information can be shared and everyone 

can contribute to the completion of tasks in a timely fashion. Tapscott states 

that the overall economy wi ll act in the same fashion. Suppliers, competitors, 

health care, and learning institutions will all use the abilities of integration and 

intemetworking to increase wealth and prosperity. 

The sixth reality in a digital economy is "Disintermediation." 

"Middleman functions between producers and consumers are being el iminated 

through digital networks. Middle businesses, functions and people need to 

move up the food chain to create new "value,'' or they face being 

disintermediated" (56). Tapscott describes the process of eliminating the 

middleman in transactions. This could be a wholesaler, broker, travel agent or 

any person who separates U1e buyer from the product or service desired. 

These middleman functions will not be seen as adding " value" to the sales 

process. Reduction of these positions will once again reduce labor costs and 

manual labor and reduce the time it takes to execute a transaction. Digital 

technology brings buyers and sellers of homes together. Levi can market 

custom fit jeans directly to the purchaser. Airline tickets can be purchased on 

line without the aid of a travel agent. Or companies can purchase required 

items directly from the manufacturers without having to go through retail 

establishments. Each unique transaction is performed in a digitized fashion. 

eliminating the need for the intermediary (56). 
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The seventh reality in a digital economy is "Convergence." ''In the 

new economy, the dominant economic sector is being created by three 

converging industries that in turn provide the infrastructure for wealth creation 

by all sectors" (58). The industries which Tapscott is referring to are aJJ in Lhe 

area of media and how media concerns will be used in computing, 

communications and content industries. This is very similar to Goodman' s 

prediction of messaging, information, and entertainment. 

Tapscott believes that the convergence of these technologies are 

already changing how we view our work, play and individualize ow- lives 

(59). One example clearly showing a convergence of digital technology would 

be the use of a laptop computer to access a business mainframe or server. On 

the server resides information databases about a particular c lient. A 

salesperson, us.ing a laptop computer, makes a request from the mainframe or 

server, to retrieve historical account data, a corporate video clip on a product 

or perhaps his current unread E-mail. The information is transmitted or 

converged back into his laptop via a telephone line. Now the salesperson is 

able to process the data using text, video or sound formats to present a living 

proposal to prospective buyer of his product or service. The convergence of 

data and media together created a new standard for buying and selUng. The 

salesperson' s skills are changed by using new technological applications. 

Other corporations who rely on paper and the time it takes to process 

information on paper are now at a disadvantage and not as competitive as the 
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corporation which can quickly adjust its sales focus to customer demand. 

Those sales professionals without access to this type of technology may be 

viewed, as providing out dated or irrelevant informati.on to thei1· prospective 

customers. Behind the scene, what has taken place is the telephone, software, 

video production department and computer server or mainframe, working 

together playing key roles in the "convergence" of the data output to the sales 

professional. 

The eighth reality in a digita l economy is ''Innovation. ' ' Innovation is 

the ability to create something new or improved from nothing. Without 

innovation Orville and Wilber Wright would have remained bicycle salesmen. 

Without innovation Thomas Edison would not have proudJy stood at the 

opening of the 1904 World' s Fair and smiled as thousand of lights, 

illuminated for the fi rst time. produced a brilliance and beauty never before 

imagined. Innovation in a digital economy is the constant renewing of 

products and services to stay competitive and provide value to the 

marketplace. Using digital technology. old thoughts and ways of perfonning 

functions are being transformed to new ways (60). Creativity is the basis for 

the change. The Wrights created first in the ir minds. then on paper new ideas 

for wing structures. Now that same creativity can be captured in a digital 

format allowing companies to try new ideas without spending hours in 

actually producing models. New ideas, creative approaches and problem 



resolution will be considered one of the strengths in a successful company 

thriving in the digita l economy. 
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The ninth reality in a digital economy is "f>rosumption. " Tapscott' s 

belief is that in the new digital economy the "gap between consumers and 

producers blurs" (62). lnfonnation which may have been provided about a 

product or service by a marketing agency will now be provided directly by the 

manufacturer of that product. The purchaser can specify to view certain 

aspects of a product, perhaps change colors or view detailed information 

banks which hold data about the technical assembly of an item. Tapscott sees 

this already happening in the marketing use of " infomercials" on television, in 

car dealerships. and in products displayed on the Lnternet. TI1e consumer is 

able to make choices about specific areas of interest and bypass redundant 

information which may hold no special interest. A retail exan1ple of 

"Prosumption" might be a swim wear designer who electronically takes a 

picture of the purchaser' s body type. Using the body type, size measurements, 

height and weight, the computer compiles a series of swim wear which might 

best suit the buyer. The computer assists the buyer in fabr ic selection, color 

selection and any special features. The result of this computer transaction. 

"prosumption." The buyer is wi ll ing to purchase a product which did not 

previously exist. 

The tenth reality in a digital economy is "Immediacy." 'In an 

economy based on bits, immediacy becomes a key driver and variable in 
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economic activity and business success" (63). Tapscott wriles briefly about 

the "real time enterprise." This in an enterprise where competitive success 

depends upon the speed at which a product is delivered. A good example of 

an existing "real time" enterprise is the services provided by a local FTD 

florist. The local florist also represents a nationwide chain of □orists. 

Consumers are able to purchase flowers remotely with the same level of 

comfort that they would in their local florist shop. In a digital environment the 

consumer phones in a flower order or may electronically transmit a request 

via the Internet. The order is U1en processed by a central computer which in 

turn sorts and routes the floral request to the nearest florist in the recipient· s 

delivery area. The local florist has been provided all of the needed details 

about the transaction, credit card billing, address for delivery and any special 

requirements desired by the purchaser. The □ower arrangement is designed. 

created and delivered all with the same high quality standards viewed by the 

purchaser at either the local florist shop or from an On- line catalog. Billing 

has taken place " real time" in that the purchaser' s credit card is immediately 

billed. The use of computers controlled many of the portions of thi s simple 

transaction in a " rea l time" or electronic fashion. 

The eleventh reality of the digital economy is "Globalization." Using 

"digital" information the world is at anyone' s finger tips. Those companies 

which embark on a strategy of using "digital ' technologies wi ll increase the 

economic strength of their own businesses and perhaps the economics of their 
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own countries. Despite the claim from Goodman that language baniers will 

exist, some of these concerns will be overcome as cornpanies employ multi.­

lingual employees. Computers wi ll be programmed to interpret written text. 

World wide communkations will enhance a company's abiJ ity to expand into 

new markets, both as a consumer and seller of goods and services. Tapscott 

states new opportunities in global. financial markets wi.U require the need for 

new infrastructures and this wi ll encourage the building of "transnationa l 

enterprises, answer networks, boundaryless firms, global organizations, and 

international enterprises" ( 66). 

The last reality Tapscott discusses in the digital economy is 

"Discordance." "Unprecedented social issues are beginning to arise, 

potentially causing massive trawna and confl ict" ( 66). Like Goodman, 

Tapscott sees a growing division between highly paid workers who either use 

technologies on their own as a private business entrepreneur or upper salaried 

technical information workers within the private business sector. As the new 

economy emerges, educational standards, work environments and even social 

responsibilities will at some time be challenged with discordance. The users 

of ''infonnation" in the new economy wi ll determine the rate at which thi s 

discordance may occur or not occur. Tapscott' s reatities of the digital 

economy seem realistic in terms of many of the current challenges facing 

electronic commerce development. 



In The Age Of the Smart Machine 

As the new economy becomes more digital, old standards of job 

responsibilit ies will change. Shoshanna Zubof1: Associate Professor of 

Harvard Business School, writes in her book, in The Age <~[ The Smart 

Machine, that " if and when an organization chooses to exploit the 

technology s information power, it will have to ensure the conditions fo r 

competence as well as for performance" (185). 
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Zuboff took several years to compile interviews and research in the 

area of workers who were taken from a non-automated state to one which was 

highly automated using computers to complete their job functions. A common 

concern which she found in a ll of the settings she has researched was the 

ability of employees to learn new intellective ski lls to maintain their positions 

in the work environment. The replacement of manual skills by machines 

forces these employees to use their ability to ' 'think" through data versus 

seeing the actual event occurring. "The fundamental quality of this 

technological transformation, as it is experienced by workers and observed by 

their managers, involves a reorientation of the means by which one can have a 
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palpable effect upon the world. Immediate physical responses must be 

replaced by an abstract thought process in which options are considered, and 

choices are made and then translated into the terms of the infonnation system" 

(7 I). An example would be replacing a physical job function with an 

automated process: performing surgery with a laser rather than a scalpel. The 

surgeon who once depended upon his own hands and eyes now relies on a 

seri.es of computer calculations to assist him in his performance. Another 

example might be a paint worker who at one t ime visua lly added hue pigment 

to tint gallons of paint, now relies on a computer to dispense accurate hue 

pigment drops to complete the same task. In both cases the computer 

becomes replaces to work of the employee. 

The employee must be able to comprehend what the data is reflecting. 

He m ust trust that the data is correct and will produce consistent results. 

Previously, employees were dependent on action centered skills to perform 

various tasks. The process of using intellective skills rather than action 

centered skills wiJ I leave some individuals with a feeling of insecurity about 

their positions. Changing job responsibilities cause tension as the worker is 

forced to relearn his job responsibi lities. There is great fear of teclmologicaJ 

change. Managing employees who feel this fear is not an easy task. The 

employee who feels resentment at seeing bis or her former posit ion replaced 

with a computer or automation may resist learning the new job function. The 

employee who is not provided adequate training will become 
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demoralized, less productive and at greater risk of making errors in 

completing his or her known job responsibilities. Employers will need to 

adapt processes which will allow the employees a chance to learn new 

tecbnoJogy prior to having that technology implemented. Employee education 

will be a critical factor in the success of a corporation which is constantly 

embracing new electronic technologies. Mastering the electronic text or data 

which helps the employee perform a new job function will also requfre 

adequate training for interpretation skills. Some positions may also require a 

new understanding in work flow and new processes. Zuboff cites an example 

in the banking industry where clerks were given computer terminals and Lold 

about their new responsibilities. Being told was a simple "Just do it!" 

Imagine the employee' s surprise. One described his feelings this way, " it was 

like riding with blinders on, in a car that someone else is driving" (209). The 

employee felt like he was taking all of the risk, his own job security, but was 

not the one driving the car. Poor training and human resource development 

resulted in poor performance on the job, creating a demoralizing environments 

for the employee. 

Although average individuals may not admit to it, they may have 

faced a siniiJar type of fear at the enticement of banking using an A TM card. 

Did the bank take the time to fully explain the use of the A TM card? Or were 

the consumers handed a pamphlets and sent on their way to explore the 

machine's capabilities on their own? Did the consumers fee l some sense or 
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resentment or distrust in placing their deposits in that A TM machine? Did 

conswners fee l a bit demoralized by pressing buttons rather than speaking to 

friendly tellers? 

ln order for Electronic Commerce activities to become successful, 

employers must play a vitaJ role in helping employees learn the internal 

functions of the technology in the workplace and how to overcome issues 

while developing new levels of competence. As the general public becomes 

more computer literate, electronic commerce activities wi ll also build upon the 

skills learned in the workplace. It really doesn' t matter whether the user is 

performing an E-mail function, EDI transfer of fi les, or shopping via the 

Internet: the employee is also a consumer of electronic commerce and must be 

able to trust that the transactions are li ve, valid, and accurate. 

The more society interfaces with electronic commerce and computer 

technologies, the greater the need for training and building confidence an10ng 

users ofth1s technology. rftraini11g is not going to be provided, then those 

businesses who profits must find a way to entice employees and consumers to 

use their services some o ther way. 



Chapter Ill : Selective Review and Evaluation Research 

Approaches In Detail 
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There are several primary cha llenges whjcb need to be understood as 

electronic commerce continues to evolve and change our li ves. The challenges 

are the following: 

I. Changing the "path" or way transactions in business occur. 

2. The growth of the internet and new applications. 

3. Security issues in banking and for the consumer. 

4. Legal issues and liabilities both domestic and international. 

5. The digital signature. 

The first chal lenge is to understand the "path' ' that a business 

transact-ion takes, from the production to the distribution point. The business 

transaction in the past began on paper. Everything from the design, order. 

invoice, to shipping documents moved via paper. Replacing the paper with an 

electronic format had been most successfl.1I with the applicalions of EDI , or 
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electronic data interchange. EDI is the electronic transfer of raw data whicb 

previously moved from business lo business in a paper format. This data could 

be financial records, invoice information, billing docwnents or even funds 

transfer from one banking institution to another. Rapid growth in EDI will 

continue to help businesses become more productive and profitable. 

In a 1991 article for Industry Week, Lee Teschler describes EDI as 

"the computer to computer exchange of business documents. invoices, 

purchase orders, letters of credit, solicitations. and proposals, using standard 

fom1ats" (3). Tbe estimated number of United States corporations using some 

form of EDI in 1991 , was 12,000. Over 50% of U1e Fortune 1000 firms were 

represented in this number as users of EDI. The primary reasons were 

reduction of costs and increasing efficiency in reducing administrative tasks. 

In September of 1993 Traffic Management Senior Editor Toby 

Gooley writes " Electronic Data interchange cuts international documentation 

and improves service" (46). Gooley reports on a German company, Huls 

America Inc., in Piscataway, New Jersey, that had adapted EDI in exchanging 

information on export and import shipments with its custom broker, BOP 

International Inc., a freight forwarder based in Philadelphia. Huls America 

took major keying data and reduced duplicate key entries by placing all import 

and export infonnation into one EDl system. The process of EDl would allow 

Huls America to streamline its administration of export order, tracking and 

notification of shipment to and from its customers. The EDl system also 
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allowed for the shipping charges to be transmitted back to Huls America's 

accounts receivable departments for billing of freight, handling and any export 

charges. This business process was previously done in a manual fashion and 

required many hours of paper shuffling in order to complete. The benefits to 

both Huls and its customers: better reporting, better invoicing. less transaction 

error and faster customs clearance of freight. Richard Bolte Jr., chief 

operating officer of BD P states, " the more documentation we can create off a 

single EDJ transaction, the better off we all wi ll be"(50). 

The life and death of a business may depend on the ability of that 

business to maintain fmanci.al accuracy. For example a Conrail train passes 

through a railroad crossing in February of 1995. The train passing through the 

railroad crossing triggers crossing arms to go up and down. Each time the 

gates are used, there is an electrical cost associated with the protection they 

provide to the trains. The crossing arms also provide protection to vehicles 

and pedestrians who may attempt to cross the path of an oncoming train. The 

electricaJ costs to have these crossing arms function is billed back to the 

railroads whose trains run on the tracks which pass different sets of 

communities along a route. The problem is that Conrail's payments are 

delinquent to the local Electric and Gas Company which have provided the 

electricity to move the crossing arms. The fix occurs with U1e implementation 

of EDI. A partnership is developed between Conrail and Core States 

FinanciaJ Corporation to work on taking 7,500 invoices from more than 540 
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utilities in 14 states and speed the rate of processing these invoices for 

payment. EDI allows the bill ing transactions to pass from lhe provider to the 

user electronically. After payment verification for electrical consumption is 

confirmed, payment for those services is released electronically (Electronic 

Funds Transfer EFT) from the users bank to the provider. There is no paper, 

no mailing of invoices, no past due notices, no delays in payment. With very 

little hwnan energy or labor cost associated with the transaction, computer 

processing has replaced manual functions. The following jobs and associated 

costs have been reduced: mail room clerks, invoice clerks, accounts payable 

clerks, accounting clerks (Mastrull B4+). 

The 1995 EDI Effectiveness Survey compiled by the Electronics 

Industry Data Exchange Association (EDDC) found that 80% of the 

respondents of the survey experienced benefits in company finance, order 

processing, sales, purchasing, legal and engineering areas by the use of EDI. 

Director of the Electronic Lnformat ion Group, (EIG) Patti Rusher says," This 

survey shows that EDI technology is coming into its own. Cost savings across 

the board make EDI an effective, sensible way of doing business-- one that al l 

businesses will have to implement in the future" (''EDI Effectiveness·'). 

AccordjDg to Gartner Group a research firm in Stamford, Connecticut, 

smaller companies are lookjng for applications to help them quickly 

implement EDI transactions. The estimated number of EDI users was 80,000 

comparues as of March 6, 1996. One firm trying to fill the EDI need for 



59 

smaller companies is RVS. RVS, according to Vice Presidenl of Systems 

Development Steve Worthly, is launching a new product called "Performance 

EDI" which will allow users a "plug and play' application and inunediate 

access to value added networks after installation. RVS also provides other 

software, installation, training. consulting services and other electronic 

commerce capabilities besides the EDI program. The software is targeted for 

small to medium sized companies who need to quickly implement EDI 

applications without the hassle of development. The software costs $1 ,495, 

and will run on a DOS or Windows environment machine ("EDI 

Effectiveness"). 

Federal Express, in June 1996. will launch its newesl EDI product: 

FedEx EDI. This Windows based software will be given free to customers 

who are willing to support lhe applications for electronic transmissions of 

FedEx invoices generated from domestic and international airwaybills, or 

Powership Shipping Systems. The strategy is to reduce costs associated with 

paper transactions, increase the accuracy of billing information, increase tbe 

speed at which revenue is collected, and promote the ease of completing 

shipping transactions via FedEx when compared to other Air Express 

companies. FedEx will become the first Air Express company to simplify l11e 

process of doing financial transactions and sharing related business 

infonnation electronical ly. Cynthia Spangler, Vice President of Corporate 

Headquarters Systems describes the FedEx automation processes including 
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FedEx EDI as "extending the power of information from internal information 

systems at FedEx and placing it back in the hands of our clients." Spangler 

continues, "The strategy is to bring internal and external customers more 

useful information to make timely decisions. We are in the business of saving 

customers time and hopefully money if we can make them more efficient. We 

are no longer the critical path, we are the path" (Tapscott 136). 

There is no doubt that EDI is good in terms of information exchange 

among businesses. Tapscott refers to ED! as a "powerful if badly 

misunderstood example of how the I-Way is creating information immediacy" 

(63). He goes on to describe EDI as a "tidal wave of e lectronic commerce that 

will shift the metabolism of business to real time and in so doing forever will 

change the relationship between companies" (64). EDT can link electronica ll y 

suppliers and retailers for the purpose of sharing inventory movement from 

production to distribution points. WalMart, using an EDI application, links 

more than 4,000 suppliers with its distribution system in Bentonville, 

Arkansas, so that it can reduce the time it takes to replenish stock which has 

been purchased off of the sales floor. Information of the product sold at a 

local WaJMart store travels electronically via a satellite system to distributors 

whoieplenish the stock at a much faster rate of speed than normal retailers. 

This is one reason that WalMarl has been so successful; it only stocks 

inventory based on usage and need. Electronic data interchange is the 

electronic commerce application that aUows WalMart to transfer inventory 
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information, store location, and payment for products via electronic means. 

Having the electroni.c process aJlows WalMart the ability to offer the lowest 

price "Always," due the cost saving used within its own businesses processes. 

The second cha I lenge for growth in electronic conunerce will be the 

pace at which the Internet expands. The Internet. which ha5 been around for 

more than 25 years, is only recently be61inning to see dramatic changes in the 

use of electronic commerce. The first users of the Lnternet were defense 

organjmtions which set up inforrnatjon exchange points to protect national 

security. The second major users were universities who used the Lnternet to 

share information and improve research techniques and knowledge exchange. 

As the year 2000 quickly approaches many new Internet applications wilJ be 

developed using th is world wide communication medium. Business partners 

are putting their creative minds together to explore placing business 

appLications on the lnternet. Businesses are looking for new clients, and the 

Internet is viewed as having the potential for bringing in new sources of 

revenue. 

Jerrold M. Grochow, chief technology officer at American 

Management Systems lnc., provides the following viewpoint to help 

consumers monitor trends and anticipated changes that will occur with the 

lnternet during 1996: 

* Extensive use of Web Technology to deliver internal business 
applications. 



* Widespread connections between externally accessible Web 
sites and internal systems. 

* Acceptance of security software sufficient to allow many 
financial transactions. 

(Grochow 57). 

Tapscott would agree. He sees the Internet as being used for "every 

kind of communication, information business, learning entertainment and 

social development application we can imagine- and millions more" (14). 

Tapscott gives the following statistics to help support this point of view: 

In 1993, 21 Million households had a PC. 

1994, 30 Mill ion households had a PC (43% increase) 

1995. 45 Million households will have a PC (anticipated) 
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By 1998, most home based PC's will have a modem which will allow for the 

connection to an O t1-line service and access to the Internet (14). Tapscott 

references the New Paradigm Learning Corporation's prediction that by the 

year 2000, one l1w1dred million bosts wil l deliver information and services to 

users via the Internet (16). lf Tapscott is correct, then it is easy to see wby 

businesses would want to make efforts in reaching more than one hundred 

million prospective clients and provide a service or sell a product. Remember 

Jefferson's words, ·'Merchants have no country .... the mere spot they stand on 
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does not constitute so strong and attachment as that from which they draw 

their gains ... " 

James Ho, professor at the University of Illinois, Chicago, gives some 

interesting thoughts on how the Internet can provide value to the average 

consumer. His first idea is to use interactive applications to help consumers 

figure out prices of things. There should be the creation of Web pages which 

would al low for individuals or business to "analyze what 1 am paying for." 

(72). This analysis could include anything from a bulk purchase of chocolate 

candy bars and the price per pound with shipping and handling included , to 

figuring out the interest rates on loans for cars, boats and homes. Ho sees the 

Internet as a more practical way for consumers to select services from almost 

every source. Instead of a consumer receiving junk mail, viewing television 

ads, or receivingjw1k faxes, the consumer would be able to use the fnternet to 

explore areas of interest, or research products from information provided 

directly from the suppliers (72). 

Tapscott would agree with Ho and describes retailers as be ing able to 

use electronic information to "shake up the game" of business. One example 

Tapscott shares is Levi Strauss placing a Home Page on the Net. Although the 

consumer thinks he or she is purchasing a pair of custom fit jeans directly 

from Levi, in reality the order has been transmitted directly to a new company 

called Custom Clothing Technology. Custom Clothing will produce the jeans 

with no store front or physical domicile location; they are in affect a "virtual" 
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store (25). Tapscott believes that retai lers will reduce the number of physical 

stores and move p urchasing power to On-line cata log seJections. 

Nordstrom's, a major retailer. operations and business development manager 

Pat Adkission states, "being where the customers want to be, whether that is in 

stores, in a catalog. hi-glossy brochures. talking to an 800 num ber. personal 

shopper, or on the road ordering through a diaJ up on their laptop, or in a 

home," that is what will be the secret to Nordstrom's future (25). 

Another recent product application for tbe Internet and its savvy users 

comes from a company called Network Connections. Based in Atlanta, 

Georgia, Network Connections is developing a product called lnterView. 

lnterView is not an interviewing package for managers who need to learn the 

art and skill of hiring employees but an Internet application that wi 11 a l low 

airline passengers the abil ity to access the Internet whi le flying. The 

company already uses computer technologies to allow for customers to access 

music, films, faxing, and E-mail from the seat backs of passenger jets. 

Tapscott would view InterView as a ·'convergence" technology. The idea of 

bringing the Fax, phone, movies, radios. or other fo rms of music selections aJI 

together in the passengers seat back "converges" many technologies together 

at a single point. The only difference is that the user is truly flying. 

To assist businesses in the lnternet applications companies are 

beginning to hire Internet staff or provide inside training for those employees 

who will manage Internet applications. These new positions will assist 



companies in growing the app lications and support functions created by the 

new Internet business opportunities. Christian & Timbers, an executive 

recruiting and consulting firm in Beachwood, Ohio, is seeing a much higher 

demand in "Internet Manager' ' and "Chief lnf ormation Officer" positions 

during 1996 (McGee 72). 
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The third challenge that electronic commerce faces is in the area of 

security. Bob Violino, in his article "Your Worst Nightmare," shared that 

over half of 250 information- security chiefs polled by the National Computer 

Security Association had experienced some Net related security breach during 

1995. This wiU be a problem for lhose companies wJ10 are using the [nternet 

to conduct business transactions. The lack of Net security may also prevent 

some businesses from entering the economic commerce markets. VP of 

Business Lnformation & Operations Services for Risk Enterprise Management 

Ltd., Joe Campbel l states, ·'We think the Net has a lot of potential. But today' s 

security technology doesn' t offer a level of protection that l ' m comfortable 

with. People stiU find ways around it"(Vio lino 34). 

Campbell is correct according to government agencies which are also 

seeing attempts to breach security from outside forces. Large corporations, 

like Rockwell International are also concerned with hackers who are using the 

Internet to make a path to their research labs and trying to copy or remove 

valuable research data. "We spend bill ions in research and development that 

foreign companies want so they can leapfrog into current technology. We're 



also concerned about United States competitors," states one of Rockwell ' s 

telecommunications security managers Roy Alzua. (Violino 34). 
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According to Information Week and a survey completed by Ernst and 

Young, 70% of companies protect themselves with firewalls, 60% with virus 

detection or passwords, 15% with encryption software measures. Still internet 

hackers have literally a " world' of resource material to access and to assist 

them in trying to break pas t these defenses (Violino 35). 

The FBJ and Federal law enforcement agencies are seeing an increase 

in computer related crimes. " We're aware that this is a serious problem fo r 

any industry using the Internet. The ultimate solution will be through better 

technology such as encryption . but we will investigate any crimes in which a 

computer is used as an instrument of intrusion for fraud," states Jim Freeman. 

special agent (Violino 36). 

The relationship between security and financiaJ transactio ns poses the 

most interesting dilemma for electronic commerce. Banks which would like to 

begin using the Internet for banking transactions are cautiously ho lding back 

on entering the electronic arena because of Article 4A of the Uniform 

Commercial Code (UCC) which addresses the Liability of electronic funds 

transfers. The UCC directs banks and financial institutions to provide thei r 

customers with a " form of commerciall y- reasonable security." If a bank fail s 

to provide this servi.ce, it may be liable for the losses of the funds. Many 

banks are turning to the use of encryption software. Jo fact, according to Jill 
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Leukhardt, Senior Vice President of Information Resources Engineering 

(IRE), seven of the ten largest banks in Lhe United States are use the same 

security products for encryption which are used by the U.S. Security Agency. 

FBI and the U.S. Department of the Treasury. "These ([RE products) meet the 

existing banking standards for security, the advanced emerging public key 

management standards and provide industrial strength security for wholesale 

banking and government applications on the Internet"("Hardware Security 

Cards"). Even so Citibank earlier this year bad a wire transfer which resulted 

in hackers getting access to $400,000 before being detected . That proves that 

all security software measures are still not 100% effective. 

In the banking industry the following security measures are suggested 

to improve On-line efforts, especially when dealing in electronic commerce 

for both the banker and the consumer. Failure to use caution in these areas 

may put both the consumer and banker at risk. 

l. Don' t apply for a credit card on the lnternet. 

2. Make sure applications for loans can be downloaded quickly to 
prevent transferring of confidential financial data. 

3. Don' t display anything without attorney approval. Banks are at 
risk of violating new laws, and new electronic business 
practices as they are developing. 

("Hardware Security Cards .. ) 

Even without using the Internet. banks are faced with a remote chance 

that some computer hacker may break into internal transactions within their 
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computer networks. This issue is far more li kely, however, when the banking 

transactions are outside of the bank ' s protective envi ronment and transactions 

are moving in cyberspace. 

As with almost any business, electronic commerce is not without many 

legal challenges which will need to be resolved as the market continues to 

grow. For those companies wbo are using tbe Internet, there have been quite a 

few cliscussions on the company liability of transactions performed on the 

Internet. Gartner Group lnc., an information technology advisory firm in 

Stamford, Connecticut, began advising corporate clients in 1995 about some 

of the legal liabilities of using the Internet. The fo llowing are some of the 

suggestions that they gave for companies to consider prior to setting up a Web 

site: 

* 

* 

* 

* 

* 

* 

* 

Have atlorneys review the Web content. 

issue written policy guidelines for employee use of the Tnternet 

Don' t use copyrighted or trademarked material without 
permission. 

Post disc laimers concerning content, such as sample code, that 
your company does not support. 

Post disclaimers of responsibility concerning content of On­
Line forums and chat sessions. 

Make sure your Web content and activity comply with the laws 
in other countries, such as those governing contests. 

Appoint someone to monitor Internet legal and liability issues. 

(Maddox and Wi lder) 
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Companies wil l be continually chaJJenged by their own employees 

who have access to the company' s Internet files. For example, Kmarl 

Corporation needed to establish corporate guidelines for employee use of the 

Internet after one of its own employees started using the Kmart Internet link to 

distribute sexually explicit material. Kmart had not established company 

guidelines prior to the offense, which left Kmart in a difficult position when 

trying to defend the position of censorship at the corporate level. The 

employee had not been given guidelines for Internet usage which left Kmart 

trying to protect itself from liabil ities surrounding the offensive materials. 

Questions regarding responsibilities and liabilities need to be clearly 

established prior to aJlowing corporate access to the Internet. 

Ralph Losey, an attorney who publishes On-line resource material for 

legal developments in cyberspace called the "Information Law Web," says 

-- The law makes a distinction between publishers and distributors of 

infom1ation. You couldn't sue a bookstore owner or a magazine distributor 

but you can sue the publisher'" (Maddox and Wilder). The question becomes 

who is the publisher of information placed on a corporation's Internet Web 

site? 

Another chaJlenge companies face when using the Internet to conduct 

business is the abi lity of information traveling outside the United States to be 

viewed as a product for consumers of other countries. The abi lity to place 

electronic transactions along with catalogs of purchase items to reach global 
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consumers is enticing. However, with these new consumers may come 

commodity restrictions imposed by foreign governments for products. reading 

materials, or unknowns, that would prohibit a business transaction from ever 

taking place legally. Silicon Graphics lnc., represented by Ken Kwartler a 

trademark and commercial counselor, asked the question, "Does tbe mere fact 

that users have come to you from a certain place mean that that place can 

exercise juriscliction over you? That s unresolved and troublesome to many 

attorneys." (Maddox and Wilder). Silicon Graphics faced this issue because it 

offered a contest on lhe Internet where the prize offered to the winner was 

over the value restrictions for some countries. In Australia and Canada, 

contestants had to be given questions which could be answered based on skills 

to be elig ible to win a prize. One can imagine the impact thi s would have on a 

company when trying to please all nations arow1d the globe. 

Legal security for many individuals a lso includes the security of their 

personal signature. As electronic commerce continues to develop, there is a 

trend toward moving away from the handwritten signature lo one which is 

electronically reproduced. Many businesses already accept a fax signature as 

an original. Some key executives regularly delegate the use of a rubber stamp 

or preprinted signature to improve the distribution speed of internal 

docw11ents. New software programs on the market can translate a person ' s 

own handwriting into a digital font format, then reproduce that font for 



documents to be produced by the computer which represent the original 

handwritten signature or text. 
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During 1995 many state legislatures began drafting legislation on 

"digital signatures.'' The issues brought to the table include whether or not a 

digital signature holds the same value as a handwritten signature. Utah passed 

a '•Digital Signature Act" in February of 1995 which gave the digital signature 

the same authority as the handwritten one. Utah plans to work with the 

American Bar Association in developing guide! ines for the use of the 

electronic signatme in the electronic commerce fil ing of legal documents, 

contracts, and financial transactions (Knowles 39). 

Like the merchants in Thomas Jefferson' s day, these challenges will 

need to be resolved prior to the masses incorporating electronic commerce 

into their daily lives. 



Chapter LV: Results 

lmplications and Impacts to Our Society 
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So exactly what will be the impact of electronic commerce on our 

society? Electronic commerce changes many aspects of bow business 

transactions will occur in the years to come. For example, the Internet once 

only used by a few, is now being accessed by millions of individuals world 

wide. The types of infonnation which can be accessed can enhance and 

expand human knowledge. The use of the internet has progressed from the 

miJjtary to commercial to a personal adaptation. There is a strong emerging 

trend for businesses to go On-line in order to reduce transaction costs and 

reach new markets globally. Work environments are changing, including 

greater amounts of computer analysis and the need for employee competence 

or literacy in using computers. Improving security issues around using 

electronic conunerce, increased integrity of data, authentication, identification, 

and privacy are helping to expand the acceptance of this new fonn of business. 

Electronic commerce providers are attempting to explore and overcome many 



new challenges in order to develop e lectronic applications for the general 

public. 
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For electronic commerce technologies and integrated applications 

linking enterprises to succeed. businesses wiU need to consider many of the 

ideas presented by Masuda, Zuboff, Goodman, Gates and Tapscott. I low we 

as consumers adapt to these new business processes and the speed at which we 

adapt, will vary, dependent on our exposure to computers. Masuda, Zuboff, 

Gates, Goodman, and Tapscott all express in their writings the emerging 

importance of computer technology in daily businesses functions. Over time, 

depending on our consumer profile. we will a ll migrate toward the use of On­

line services, and enticed with completing business transaction or applications 

on the Internet. 

According to Victor S. Wheatman, research director, Gartner Group. 

during the next five years electronic commerce technologies and problems 

associated with business relationships will be controlled by industry and 

cultural factors (4). Recognizing the differences in consumer demands and 

business approaches that can be used to fill those demands will determine the 

rate of success for electronk commerce. In the past, electronic commerce 

revolved around business transactions such as EDI or E-mail which helped in 

the reduction of transaction costs and human intervention. The new focus 

according to Wheatman. will be to set up electronic markets and increase sales 

by "providing e lectronic charu1els through which to receive orders and 
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inquires from customers and to provide infonnation that facilitates buy ing 

decisions" (5). Evidence of this statement is already being appreciated as 

consumers are beginning to experience new forms of e lectronic transactions. 

Several early examples of this new focus on electronic commerce in our daily 

Lives include, custom ordering of clothing, receiving music and fi lms 

electronically, and the ordering of special services such as flowers via 

computers. 

To become successful using electronic commerce, the business must 

accept the fact that the role of the entrepreneur is moving from a stationary 

environment to one which is mobile. "Vi1tualizing" transactions as Tapscott 

described aUows for new business relationships to develop. These new 

relationships allow consumers a wide resource of opportunities to resolve 

issues or concerns. Clearly the impacts ofvirtualization of business 

transactions is being reflected in many fields today. 

The use of computers in a "virtual" fonn collection and sharing data 

with other computers is helping doctors in making better diagnostic exams of 

ill persons in the medical fie lds. Feedback of " real time" information and data 

from various types o [ diagnostic equipment about a patient' s condit ion have 

assisted doctors in making critical decisions for treatment success. ·'Real time'· 

data on disease research can be accessed around the world, providing the most 

up to date treatment information, not only to the doctor but to the patient as 

well. The Internet can be viewed as a powerful tool to improve one's own 
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decision making process for accepting or denying treatment alternatives. The 

lnternet is being used to coordinate medical efforts during natural disasters 

such as earthquakes, flooding or large wild fires. Agencies are working 

together via a common li nk, the Internet, charging fees for services or at times 

offering services free of charge for the common good of human_ity. ·1nese 

temporary agencies are created as " real time enterprises" as Tapscott 

describes, fulfilling an immediate need, tben disbanding when the project is 

complete (63). 

A growing trend in electronic commerce applications takes place when 

Bill Berko, an average consumer, goes shopping via the Lnternet for a new car. 

He uses the Internet to research car makes, models, and price. Berko becomes 

empowered to make his own buying decisions and selection of which data 

about the car is most important to him by accessing car information via a 

special interest site on the internet pertaining to automobi le purcbas.ing. When 

Berko is ready to purchase his vehicle of choice. he goes back to the Internet 

to complete the transaction. Placing die car order via the lnternet saved him 

almost $1500 when compared to the local dealerships in his hometown. Gates 

describes the transformation of the business transaction from a physical to an 

On-line purchase via the Internet as the " ultimate go between, the universal 

middleman" he lping the consumer to make informed choices for products and 

services (158). 
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Mark Thimming, managing associate for Cooper Lybrand. supports 

Gates ' view by staling that, "dissatisfaction with the automotive buying 

process has accelerated the consumer appetite fo r electronic access" 

(Eisenstein l 0). Thimming further states that "car makers and dealers see 

cyberspace as a tremendous marketing tool that could help them rise above lhe 

clutter of conventional advertising"( ! 0). The information highway also 

becomes the "buy way" creating the newest path to new forms of commerce. 

On the global scene, German automakers are also using the Internet to 

sell cars. Because the Internet access can be reached by millions of 

indjviduals, the market for a vehicle expands outside of print or media ads, 

and can be more directly focused to a special interest group of potential 

buyers. There are people who already meet a speci fie profile for a more 

expensive German cars. Goodman claims that tbe " innovator target group" 

are most likely have higher incomes and a desire to try new products. Thjs 

group is and most likely to use computer technologies to gain information 

about making a car purchase. One example showing bow the automaker is 

trying to reach this potential buyer is by placing a Web site on the Internet 

containing a virtual ad for a BMW-Z3 model vehicle. The Web site allows a 

potential buyer to download a virtual reality file containing a mini program. 

The program takes the buyer through a series of marketing briefs about the 

vehicle, then allows the buyer to take a vi rtual test ride. The buyer feels as if 



he is in the driver' s seat of the vehicle. He can view the dashboard controls 

and experience the handling features of the car from his own computer ( 12). 
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This example of the " path" between the supplier and the buyer 

supports the rapid change described by Tapscott in moving toward a "digital 

economy" (58). The car manufacturer using the Internet and Web pages to 

digitalize key vehicle information was able to overcome the obstacle of a 

buyer trying to access product knowledge. Brand name recognition for BMW 

was key in ensuring that potential buyers would accessing the Web site which 

contained the unique virtual application for seUing tbe BMW-ZJ model. 

Goodman· s reference to the •' innovator" applies also to the behind-tbe­

scenes appljcations which support the Internet approach to marketing a car 

electronically. Development of electronic print media, video graphics des.ign. 

and even the Web page on the Internet may have changed job responsibilities 

for many workers. Both the suppHer and tbe purchaser "jumped" into the 

electronic commerce market and related activities available on the Internet 

anticipating positive results and staying "one step competitively .. abead ( 114). 

Tapscott' s theme of ''disintermediation" fits thi s example in that there 

is an e limination of middle men who would naturally have been part of the 

buying and selling process. The buyer used the Internet to gather all facts 

needed to purchase the vehicle. In doing so the need for many middJemen was 

eliminated. Dealer show rooms, credit agencies, sales persons, and possibly 

mechanics labor is reduced, because the transaction has become more personal 
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to the needs of the buyer. Multiply this single transaction a thousand times a 

day and it is easy to see the impact on the reduction of workforce over a 

period of time. This single type of electronic commerce activity touches many 

job classifications and may revolutionize the way all car purchases are made 

in the futw·e. The electronic purchase of a car has also fulfi lled all three lures 

of Goodman's claim, as the car manufacturer of provides the conswner with 

"messaging, information and entertainment" (20). The consumer has the 

ability to "order" the veh icle (creating an electronic message which goes back 

to the manufacturer), obtain product details prior to purchase (using resource 

information provided by the manufacturer), and perform test drive via his 

computer(parti.c ipating iD virtual entertainment). The successful car businesses 

of the future will not ignore the financial impact this type of buyer will have 

on sales as more individuals move toward purchasing a vehicle e lectronically. 

Car manufacturers are not the only ones who have begw1 to see gains 

in electronic commerce. Forrester Research of Cambridge, Massachusetts, 

estimates tbat in the next five years the market for electronic commerce 

services should be worth about $30 billion in the U11ited States alone 

("Canada Servicer Enters"). Growth expectat.ions in electronic commerce 

globally are affecting other types of retail transactions. One example is Mpact 

lmmedia, a Montreal, Canada, based company which specializes in providing 

electronic data interchange services via a new service ca lled BuyWay. 

Buy Way is designed to let consumers shop On-line over the Internet, cable 
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television and through free standing Kiosks (small public access facilities 

often found near shopping malls, similar to an ATM machine). The buyers 

can exchange information directly with the merchant. The merchant can 

reduce the number of store fronts and provide daily updates on product 

avai lability. The unique difference here is the adaptation of Kiosks. The 

general public now is able to access these merchants without the need for 

computers in their homes. Trus Kiosk application gives one example of how a 

business is trying to overcome Goodman 's fifth challenge of completing a 

"sale or transaction" and his second challenge of the need for computer access 

by the buying public. 

Companies who are already addressing these challenges are seeing 

positive results and new business opportwlities. C linton Wilder, in rus article 

·'The Money Machine," releases survey results taken from l 83 Information 

Systems managers. These managers were asked to respond to questions 

pertaining to their 1996 fiscal year budgets and the spending dollars which 

were being allocated in the area of technology. Some interesting statistics 

from tbe survey support the idea that companies are moving more and more 

toward lnternet technologi.es. Nearly 75% of the respondents say that they 

will use the World Wide Web, or ltJternet and On-line services during 1996. 

"A lot of companies are finding there are a lot of different uses of the internet 

within the infom1ation systems umbrella of responsibilities," states Mark 

McManus, a senior financial analyst at Computer Economics (Wilder 34). 



80 

Anyone according to Wilder who th inks the Internet is primarily the 

·'providence of hackers and Generation X Web surfers should think again. The 

cost effectiveness of the Internet' s World Wide Web as an internal vehicle 

gives it a promjJ1ent place in the purchasing plans of thousands of information 

technology departments" (34). 

Based upon the writings of the authors reviewed and the examples 

above, common themes appear which will ensure a business is successful in 

the area of e lectronic commerce. The first theme is accepting the fact that 

electronic commerce is real. Business decision makers need to accept the fact 

that there are applications in electronic commerce such as electronic data 

interchange whlch they can begin adapting today. By doing so these 

applications will make their businesses more productive and competitively 

sound. Banking electronically, sharing data base files, or sharing design 

elements for a new product with other designers both internally or externally 

via an electronjc format is much more effective than traditional methods of 

idea exchange on paper. In order to complete these processes, leaders within 

an organization must be willing to spend capital dollars on new hardware, 

software and employee training. New hardware which includes faster 

processing chips is needed to support the faster modems and most new 

Internet software interface platforms. Likewise new software should be 

considered in order to stay in sync with advancements in accounting 

applications, word processing, and video applications on the Internet. Older 



81 

software simply does not have the ease of use needed to insure employees are 

up and running at a quick pace. E mployee training is needed on a regular basis 

to insure full function understanding of applications desired by the employer. 

Starting first in house will requi re some job positions to be eliminated or re­

tooled to meet the new demands of electronic commerce. Internally a 

business may encourage active participation in computer user groups, reading 

of trade journals, job sharing and peer training to bring the l.evel of a worker's 

competence with these new technologies to a higher level of understanding. 

By doing so an employer will help reduce the trauma. Tapscott describes as 

"discordance," employees may be feeling when beginning to work with new 

electronic commerce applications (66). 

The second theme which a business must accept in order to enter the 

electronic commerce market is the fact that not aU of the playing pieces of this 

new game have been defined. There are still many issues surroundi_ng the 

security of data on the lnternet. Business leaders again must make educated 

decisions on which security firm· s software they will need to best protect 

their interests. Security can mean anything from a "firewall" ( a protective 

wall between the business and the consumer to prevent direct access to main 

computer functions) to ensurjng that a customer can rely completely on using 

his or her credit card to make a purchase On-line. Encryption of data and the 

ability to unscramble or protect data from hackers will continue to be an issue 

as long as more and more individuals have access to sharing known ways to 
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breach computer security. Law enforcement agencies such as the FBI will 

need to h ire the best and brightest employees who think well beyond what a 

hacker might do to unsecured data. Security standards may need to be unique 

among certain types of users. Access to various levels of security must be 

defined within an organization to protect confidential records. A secW"ity plan 

should be established. This plan will consider the likel ihood of a successful 

attack, the cost of an attack, and the cost of preventing an attack. Acceptable 

policies must be in place so that all internal business applications are protected 

against outside intruders should they attempt to cross the security barriers 

established. This is a critical factor because of the global reach and 

accessibility of i11formation. If a breach occurs it may be impossible to 

determine from where the break in occurred and even more difficult to 

prosecute if the invader is from another country. The selection of a secur ity 

method must take into consideration both technological and sociological 

components. 

The third theme that businesses entering into electronic commerce 

must consider is tbe need to determine what part o f the business transaction 

they are trying to approach? Is the business simply placing messaging 

capabilities for its employees on an electronic service, or are lhey looking for 

a more detailed approach to interacti ng with their customers electronically? 

If communication is going to be successful the audience must be cons.idered. 

Global reach may require the business to think in terms far beyond the 



corporation' s domestic standards and business ethics. Deve lopment of 

interactive commerce activities should not be offensive to other nations while 

being considerate to the standards set forth by domestic and foreign 

governments. Marketing of a product as currently understood in product life 

cycles may disappear. Customers will move closer to an organization and 

define what value is needed from more direct interactions with the 

organization. The example of the car purchase, lhe custom designed clothing, 

even the On-line p urchase of a pizza are examples of the consumer moving in 

direct contact with an organization eliminating the need for a middleman. 

Changing traditional ways of marketing wi II occur as customers require more 

specific details or infonnation about products. New facts about products, 

changing prices, and diverse channels or product distribution will determine 

the value of a product. 

The fourt h theme a business entering the e lectronic commerce must 

consider is the impact of computer and human interfaces representing the way 

users will interact with electronic commerce. Zubboff cited an example where 

a banking employee was told ''Just do il!" (209). However telling potential 

customers to "j ust do e lectronic commerce" will not necessarily get them to 

purchase a product electronically. There must be some interesting graphical 

or character based interfaces which entice the consumer to use the electronic 

process. These interfaces can take the form of a Web page or software 

application for transferring data files from one company to another. 
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Businesses who adapt internal business applications will a lso need to consider 

crossing internal applications over to external applications with the same level 

of simplic ity. Without simplicity, employees and potential conswners will not 

purchase or interact electronically. For electronjc commerce to experience 

rapid growth, Goodman' s early adapters will need to use their curiosity to add 

feedback to the developers. 

The fifth theme to consider as a business enters the electronic 

commerce market is integration of enterprises together in order to improve the 

social well being of the organization. Masuda described new knowledge 

networks improving education in schools, industry improvements and the 

reduction of human labor. Moving toward the integration of enterprises wi 11 

be accomplished through virtual offices, businesses, and interactive 

transactions. The costs associated with electronic commerce activities will 

contribute to the fmanciaJ health of au orgawzation. New electronic wmmerce 

uses of computers adapting infonnation will provide new financ ial gains and 

new market opportw1ities. Totally electronic businesses will be taking into 

consideration the growth of hwnan potential replacing labor intensive 

positions with more intellectual workers. The ability to access data remotely 

changes the need for employees to work in a traditionaJ office environment. 

Consumer consumption of goods and services is limited to demand. Cottage 

offices and businesses can be set up on a temporary bas.is to meet personal 

needs and changing market demands for products. Products can be designed 
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corporation without regard to physical boundaries. 
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Electronic commerce is st ill in the first stages of infancy. Much wi ll 

be discovered over the next few years with regard to increasing applications in 

om- daily lives. What is known for sure, is that electronic commerce is 

growing rapidly and is making an impact by expanding potential business 

opportunities. New business objectives, using computer technologies or the 

Internet are reducing market limitations which were once contro lled 

geographically. Great strjdes in jnternal applications of electroruc commerce 

such as EDI, EFT, 

E-mrul, and other applications are making businesses more competitive and 

reducing the need for large scale labor conswnption. 

Future growth of electronic commerce will depend on the ease of 

bringing together those individuals and businesses who wish to interact and 

create transactions together. Future growth will also be dependent on full 

utilization of changing computer technologies and securing electronic data. 



Chapter V: Discussion 

Partnerships with Products, Distribution Chains, Revenue Retrieval 

Federal Express 
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As a highly respected company in the area of com puter technologies. 

Federal Express should naturally develop appl ications of electronic 

commerce. Federal Express first approached the development or On-line 

applications with a home page on the Internet which allowed customers to 

become more knowledgeable about FedEx features of service. After 

establishing this link with the Internet community FedEx quickly began to 

incorporate automation in the development of On-line applications fo r its 

customers. One example is an entire line of e lectronic commerce products 

called Powersource to meet the changing demands of the businesses who are 

beginning to work with electronic products. 

The Powersource family of products includes On-line Package 

Tracking Shipper Reference Number T racking, International Service 

Quotation System, Express Tag, and Bulk Track. A U of these products are 

designed to keep FedEx customers informed about a package status while it is 
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traveling via the delivery network. Each Powersource product also provides a 

variety of data for the customer to use in an electronic format. Customers are 

given indirect access to FedEx mainframe applications via a th.ird party 

network called Advantis, which is suppl ied by IBM. The purpose for using 

the Advantis network is twofold: security for the customer's data and security 

for FedEx mainframe applications. Having secure transactions is one of the 

critical keys to successful electronic communications. Using the Advantis 

network aJlows for the needed channel for information exchange in a private 

domain instead of the Internet which is a public domain network. with limited 

security and tullimited access of users. Those companies which pay a fee for 

the IBM Advantis network are assigned a mailbox and an 1 D (identification 

nwnber) which allows them the privilege to communicate with other 

companies who are also using the network. 

Another product FedEx has released to its customers is On-line 

Tracking. Originally designed for customers who were already using some 

form of FedEx Powership ( a stand alone computer shipping system), th.is 

application was developed further to place on the Internet. The On-line 

application can also be placed separate from the shipping processing area, 

most likely in. a customer service area where there may be a large nw1Jber of 

inbound customer calls regarding products shipped. Instead of the customer 

service agent writing down large amounts of information regarding customers 

and the orders they placed, the agent can access a FedEx tracking screen, 
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inquire about the package status while entertaining his or her customer with 

casual conversation or pleasant distractions. The computers talk to each other 

behind the scene, finding information and relaying that information to the 

customer service agent's screen. Pleasantly, the customer service agent is able 

to comment on the location of the package and move on to other issues which 

the customer may inquire about. Previous to the development of this function, 

many customer service agents needed to call to the shjpping area to have 

packages tracked. Some areas also relied heavily on manual reports which 

bad to be Oipped through, or stacks of purchase orders with airbi II numbers 

attached. Once a customer service agent had located the tracking number, a 

call would stil.l need to placed to FedEx. who would then track the package. 

After receiving the necessary information from FedEx, the customer service 

agent would need to call back his or her customer back to update them on the 

package status. AJI of these very human interventions are eliminated with the 

On-line Tracking application implementation. The information about the 

package had become ·'digital" as Tapscott described, and by becoming digital, 

information about the package could be shared electronically. 

To further enhance the On-line Track featme, FedEx responded to 

customer needs by adding a Track By Reference fea ture. What thls means is 

that the customer could now take a shipper reference number and track solely 

by the number. This again saves valuable customer service time by reducing 

the amount of time needed to resolve a customer issue over the phone. The 
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customer using this feature, selects the shipper reference number, and uses 

that reference number to identify the package they wish to track. Many times a 

shjpper reference number is a callers last name and first four digits of a home 

or business zipcode. The speed in retrieving infom1ation is perceived as the 

difference between great or poor customer service. Once again FedEx has 

shared information electronjcaJ ly for the mutual benefit of both its own 

customers and their extended customers. 

Another feature software in the Tracking appLications fami ly is Bulk 

Track. Bulk Track was designed for the heavy shipper. lnstead of the 

computers acquiring tracking information at the single package level, a file is 

created including all of the shipping transactions for a day's shipping activity. 

This file is then sent via the Advantis network for "bulk tracking" of all 

shipments. The details pertaining to these shipments are then sent back to the 

customer and incorporated into the customer' s other history files pertaining to 

their business transactions. Customer service departments see the first 

benefits to this application; however. long term record keeping of del ivery 

inforrnation has also proved beneficial to claims, legal, and personnel 

departments. who may need to verify receipt of package delivery many 

months after the initial order shipped. Tapscott would describe this type of 

application as " integrating and internetworking" (54). Not only is the FedEx 

customer able to share information internally in their business. but there i.s a 
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bond between FedEx and the customer and the networking applications they 

share equally. 

The International Service Quotation System is another example of 

"integration and internetworking." The ISQ system a llows FedEx customers 

information about international shipping commitments. rating, ru1d 

documentation requirements for express and freight shipments. The benefits 

of the ISQ system revolve around the ability for a large internationa l shipper 

to access the most up to date shipping documentation that a particular country 

may require. As commodities change, so do many of the limits for 

transportation. International pricing may be especia lly unique due to customs 

values, duties and taxes. The shipper must be able to monitor these costs prior 

to shipping or he or she may be quite surprised at the freight bill. Delivery 

times are aJso verified, which is important when dealing in products which 

have sbelflife, or may need temperature control. Tapscott wouJd refer to this 

usage as "Globalization" ru1d having the ability to have digital information at 

one' s fingertips (64). 

Express Tag is another product FedEx uses which will assist in 

increasing the number of electronic transactions whi le reducing the number of 

airwaybi ll transactions. Express Tag is designed for business to business 

customers in a variety of industries. The most common users wi ll be those 

who deal in repair and return products. Industries such as computer 

manufacturers, sellers of electronic parts, medical equipment, and catalog 
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businesses who need to retrieve products will use Express Tag. The concept is 

simple. An example would be a customer sends a package for outbound 

shipping to a hospital which has a broken x-ray machine. At the same time 

the outbound shipping transaction is completed, a record is created for the 

pick up and return of the broken x-ray equipment. The customer Jets the 

computers perform the work once done by humans. The total return process is 

controlled, and the new package to be picked up with the broken part is given 

a special cow-ier generated label rather than a traditional paper airwaybill. The 

customer spends no time in making phone calls to FedEx to pick up the 

package. The package is automatically assigned a pick-up schedule. The 

customer can have customized reference information coded on the label 

generated by the pick up courier for easy return processing, and the customer 

does not have to be physically present for the courier to pick up the package. 

The benefits of Express Tag include reduction of re-keying electronic 

address information. Express Tag saves courier pick up time because the 

customer has infom1ed his or her customer of the pick up process which will 

take place for return of the merchandise. The result. better inventory control of 

the merchandise, which is scheduled to arrive back via FedEx the next day. 

The customer must maintain current revenue with FedEx and not 

become past due on payments to maintain the service agreement for thjs 

service. Since the return of equipment is controlled, the customer's ability 

invoice for their product or service is quicker. This may allow the customer to 
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reduce the time they wait for funds to be paid for services rendered. Billing 

for service or product in a quicker time frame improves cash flow for a 

corporation. The whole process can be tracked. Competitors in the ai r express 

industry cannot provide this level of detail to their customers. Any type of 

package can be scheduled for an Express Tag pickup, which means that the 

customer may chose to have a broken part picked up prior to sending a 

replacement part, for inventory control or security reasons. Tapscott would 

view this application as an example of "convergence" of data from multiple 

points, the customer, the call center, and the courier in order to complete the 

business transaction (58). 

Each of these products is helping FedEx to establish business bonds 

with its customers. These business bonds will result in the incremental 

growth of package volumes and the generation of business revenues. 

Electronic Data Interchange and Revenue Retrieval 

The transferring of funds or payments is perhaps the most critical 

element in maintaining a healthy business. For FedEx. the use of electronic 

funds transfers and electronic data interchange are viewed as critical business 

imperatives that must constantly be explored and developed. The current 

applications used in EDI a llow for electronic invoicing. remitting and bulk 

tracking of shipments. (This feature is important to customers because FedEx 
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offers a money back guarantee for delivery of shipments by commitment 

times.) Depending on the type of EDI application the customer wishes to 

implement and the availabil ity of the customer to programming resources, Lhe 

standard setup time may take a few hours to several months. As industry 

formats have become standardized, implementation time tables have 

shortened. FedEx also bas developed its own Windows based software to 

deploy to customers, reducing the amount of programming time to fully 

develop an appUcation on the customer's mainframe. The benefits to the 

customer who uses this new software FedEx EDI, are: 

I.) The e limination of programming. 

2.) Virtually eliminates the need for hi- tech understanding of the users of 

EDI. (lt' s user friendly). 

3.) Fast cycling the process of EDI for FedEx and customer, which allows 

data and revenue to begin transferring quicker, rather than spendjng 

customer fonds on development. 

4.) Reduction of the number of Business Invoices which would normal ly 

be transmjtted to a customer in a paper format. The electronic invoices 

are the accumulations of many invoices 

5.) Better financial management and data management, which means 

reduced human errors in re-keying data in multiple systems on both lbe 

customer and FedEx payable departments. 
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6.) The new EDI software has an open system architecture which wiU 

allow for future Electronic Commerce expansion and the capturing of 

revenues which will be billed for these types of transactions. 

7.) FedEx can add applications to add the Windows environment which 

may support other features the customer may wish to see prior to 

aulhorizing payments. (Example: Perhaps Lhe duties and taxes assessed 

on a shipment are in question. The payable clerk would c lick on a 

window which would pull up an electronically scanned copy of the 

Customs Documents from the receiving country showing the entries of 

charges. Once this is verified, the clerk would continue processing 

invoice for payment, fee ling much more confident of Lhe charges Lhan 

if he or she were unable to see documents or had to provide a written 

request to FedEx for clarification.) 

8.) Customers are able to have billing info1111ation from many satellite 

operations all condensed into a central billing tile for better charge 

back and d iscount analysis. 

9.) Detailed reports can be built using software. or files can be expo11ed to 

other software packages to support customer needs. 

l 0.) Electronic funds transfers can be released when incorporated into the 

needs of the customer. 
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Internet Commerce and Consumer Identity 

Owing November of 1994, Federal Express placed a Home Page on 

the lnternel. The Home Page contained information about FedEx features of 

service, various company statistics and related interest items for the average 

consumer. Then a new feature was added, the ability to actively interact with 

FedEx using the Home Page tracking feature. The tracking feature would 

allow the Internet user to enter a FedEx aitwaybill number into the window 

provided, and the information would be transmitted over the T nternet to a 

FedEx mainframe server to access the required tracking information. Once 

that information is located, a transaction is sent back to the requester via the 

Internet to update the individual oflhe exact status of his or her package. This 

process is quite revolutionary for its time, and FedEx received high praises 

from the technology world as lo the interactive business use that this 

application afforded to the Internet user. 

As a continuation of this trend, FedEx began to actively pursue the 

ability to create a shipping transaction via the Internet. If a single tracking 



transaction could travel via the lnternet then perhaps a shipping transaction 

and related bi ll ing information could also travel electronically via this new 

business approach. 
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Again the world of technology was impressed as Federal Express 

launched its initial version of FedEx interNetShip on February 29, 1996. 

Dennis Jones, Senior Vice President and Chief I nfonnation Officer explains 

the Web application process." Fed Ex·s leadership in deploying useful. 

interactive Web applications for business users has been widely recognized. 

FedEx interNetSnip ftuther advances that position by plac ing the company's 

core competencies- express transportation and information systems-- on the 

world' s most powerful network'' ("Federal Express Law1ches"). The idea is 

to place shipping functions on the Internet so that users world wide, using 

their own hardware, may complete shipping transactions. Customers will 

access the shipping process via formatted Web pages wruch will contain the 

required fields to complete a package transaction. The customer will then 

produce a plain paper, bar coded label with a standard laser printer, which will 

be placed on the package to be tendered to FedEx. Currently FedEx has a 

shipping software called FedEx Ship that allows its customers the same type 

of shipping features; however, these are performed using the software package 

wh_i le loaded direclly onto a personal computer. The net application will not 

require the customer to load software on a PC. but simply access the software 

on the Web site to perform the necessary transactions to complete a snipment. 
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The original interactive package tracking feature has sky rocketed in 

its use by consumers on the Internet. During January of 1996, an estimated 

270,000 packages were tracked using the FedEx Web site feat11re. This is a 

significant savings to FedEx when compared to the cost of customers calling a 

call center and requesting the same information via human operator. 

Electronic Commerce at Federal Express 

Although FedEx has been involved in various forms of EDI and 

electronic transferring of information via its Powership products for almost 15 

years, the company is beginning a new turn toward stTengthening its place in 

electronic commerce detem1ined to add value for its customers. Although. 

FedEx formally created an Electronics Commerce Marketing group in June of 

1995. the most signjficant announcement came on February 20, 1996, when 

FedEx, RTC Direct, and Magnet Interactive Communications created a 

partnership to develop. explore, design and implement innovative ways to add 

customer value to FedEx's presence on the World Wide Web. "Advanced 

interactive multimedia technology is changing the marketing paradigm and 

offering us exciting new ways to de)jver our client's strategic messages and 

meet their marketing goals," said Michael Graham, Managing Partner of 

RTCDirect. " Critical to harnessing the full potential of the djgital 

marketplace is a solid strategic infrastructure on which to build a multimedia 



delivery system. This alliance demonstrates that FedEx understands tbe 

importance of combining strategic focus with technical experlise"("Strategic 

Partnership Appointed"). This may be FedEx' s boldest step yet. developing 

complete multimedia interactive electtonic commerce app lications with 

trading partners. If the partnership is successfu l, then FedEx will achieve 

many new technological advances relating to digital transactions. 

As a Customer Automation manager fo r FedEx I may not always 

understand the technical applications the corporation is exploring, but I do see 

the need for continued development of automation appticat ions to support 

changing business needs. The team of individuals whom I supervise are 

questioned daily about new technologies in the computer field and how FedEx 

will respond to market demands. In order to remain a competitor in a highly 

technical industry, exploration and development of electronic commerce is 

viewed as a critical strategy. What I learned from this study is that FedEx is 

certainly not the first company to explore emerging technologies in electronic 

commerce. However, FedEx will definitely have a m~jor impact on electronic 

commerce due to the nature of air freight in providing tr ansportation services 

for consumer products. Likewise, as FedEx develops its own Express 

Network, customers will be able to create new forms of logistic bonds with 

FedEx which will be transparent to the end consumer. 

Electronic commerce and the communication of information wi ll take on 

many new forms as thls hot new technology continues to grow. :) 
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