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NEW TO THIS EDITION

E-commerce 2023: business.technology. society, 17th edition, provides a thoroughly updated,
in-depth introduction to the field of e-commerce. We focus on the key concepts—and the
latest empirical and financial data—that will help you understand and take advantage of
the evolving world of opportunity offered by e-commerce, which is dramatically altering
the way business is conducted and driving major shifts in the global economy.

Just as important, we have tried to create a book that is thought-provoking and cur-
rent. The 17th edition features the latest developments in business, technology, and soci-
ety that are impacting e-commerce. We use the most recent data available and focus on
companies that you are likely to encounter on a daily basis in your everyday life, such as
Meta’s Facebook and Instagram, Google, Amazon, Apple, TikTok, YouTube, Twitter, eBay,
Uber, and many more that you will recognize, as well as some exciting startups that may
be new to you. We also have up-to-date coverage of key topics in e-commerce today, from
privacy and piracy to government surveillance, cybercrime, fintech, social-local-mobile
marketing, intellectual property, and many more. You will find here the most up-to-date
and comprehensive overview of e-commerce today.

The e-commerce concepts you learn in this book will make you valuable to poten-
tial employers. Many employers expect new employees to understand the basics of
e-commerce, online marketing, and developing an e-commerce presence. Every industry
today is touched in at least some way by e-commerce. The information and knowledge
that you find in this book will be valuable throughout your career, and after you read
this book, we expect that you will be able to participate in, and even lead, management
discussions about e-commerce for your firm.

Enhanced Stand-Alone Pearson eTexthook

E-commerce 2023: business. technology. society, 17th edition, is available as a stand-alone
eTextbook, which extends the student learning experience anytime and anywhere: The
mobile app lets students use their eTextbook on Android and iPhone mobile phones and
tablets. The eTextbook engages students with compelling media: Videos and animations
written and produced by the authors bring key concepts to life, helping students place
what they are reading into context. Other features include highlights that allow educators
to share information directly with students within the eTextbook and analytics that let
educators gain insight into how students use their eTextbook, thus allowing educators
to plan more effective instruction. Pearson’s eTextbook platform provides an affordable,
simple-to-use mobile teaching and learning experience.
Included in the E-commerce, 17th edition, eTextbook are:

e Interactive Tools—Students can highlight, take notes, and review key vocabulary
all in one place, even when they are offline. Seamlessly integrated interactivities and
videos enliven student learning and understanding of concepts.



* Figure Videos—Author Ken Laudon walks students through important concepts in
each chapter using a contemporary animation platform (12 in total). Available only
in the Pearson eTextbook.

* New Video Cases—A brand-new collection of video cases (two per chapter, 24 in total)
draws from Pearson’s extensive library of business and technology video clips. The
cases cover key concepts and topics, with associated case material and assessments.
Video cases are listed at the beginning of each chapter and on pp. xxix—xxx of the
Preface.

New and Updated Topics

The 17th edition features all new or updated opening, closing, and “Insight on” cases. The
text, as well as data, figures, and tables in the book, have been updated through September
2022 with the latest information available from industry and government sources. In addi-
tion, we have added new, expanded, and/or updated material on a number of e-commerce
topics that have appeared in the headlines during 2021-2022, including the following:

® The continuing impact of the Covid-19 pandemic on the Internet and e-commerce
(throughout the book and particularly in Chapters 3 and 12)

® (Creators and the creator economy; influencers and influencer marketing (Chapters
1,2,7,and 10)

® The rise of TikTok (Chapters 1,7, and 11)

® The metaverse (Chapters 1, 3, 5,7, and 8)

e Web3 (Chapters 1 and 3)

® Data privacy concerns; Apple’s and Google’s new privacy initiatives (Chapters 1, 2, 6,
and 8)

e Artificial intelligence and big data in e-commerce and online advertising (Chapters
1,6,and 9)

e Efforts to control Big Tech via litigation, regulation, and legislation (Chapters 1 and 8)

e The impact of the ESG (environmental, social, and governance) and sustainability
movements (recommerce, circular economy) (Chapters 1,2, 9, 11, and 12)

¢ Blockchain technologies (Chapters 1, 5, 12)

e The impact of the Internet of Things (IoT) on e-commerce, e-commerce business
models, and supply chains (Chapters 2, 3, and 12)

® The QUIC protocol as a replacement for TCP (Chapter 3)

* New Internet access technologies, such as low earth orbit satellites and the arrival of
5G (Chapter 3)

* The growing importance of omnichannel retail strategies, including BOPIS/click-and-
collect (Chapters 4 and 9)

® Major security issues, such as software supply chain attacks, ransomware, cybercur-
rency hacks, large-scale data breaches, and hacks related to software vulnerabilities
(Chapter 5)

® New alternative payment services such as Buy Now Pay Later (BNPL) services and cryp-
tocurrences, including Bitcoin, Ethereum, and stablecoins (Chapter 5)
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e Contextual advertising and first-party tracking as a replacement for behavioral
targeting (Chapter 6)

® Social marketing using TikTok and Instagram (Chapter 7)

e Apple ITP and ATT and Google Privacy Sandbox (Chapter 8)

® Web scraping as a copyright issue; efforts to update the Digital Millennial Copyright
Act (Chapter 8)

e State regulatory efforts with respect to privacy, Internet sales tax, net neutrality, and
online gambling (Chapter 8)

e Carvana and other digitally native direct-to-consumer companies (Chapter 9)

® TFintechs including neobanks, robo-advisors, and insurtech (Chapter 9)

* New streaming services, Gen Z and media consumption, and online gaming
(Chapter 10)

® LinkedIn, Facebook algorithms, eBay, Yahoo, and AOL (Chapter 11)

e Supply chain disruption, digital twins (Chapter 12)

SOLVING TEACHING AND LEARNING CHALLENGES

Currency Important new developments happen almost every day in e-commerce and
the Internet. We try to capture as many of these important new developments as possible
in each edition. You will not find a more current book for a course offered in the 2023 aca-
demic year. Many other texts are already six months to a year out of date before they even
reach the printer. This text, in contrast, reflects extensive research through September
2022, just weeks before the book hits the press.

Strong Conceptual Foundation: Business, Technology, Society The book emphasizes
the three major driving forces that permeate all aspects of e-commerce: business develop-
ment and strategy, technological innovations, and social and legal issues and impacts. In
each chapter, we explore how these forces relate to the chapter’s main topic, which provides
students with a strong and coherent conceptual framework for understanding e-commerce.

Real-World Business Firm Focus and Cases From Amazon to Google, Microsoft, and
Apple; to Facebook, Instagram, TikTok, Twitter, and LinkedIn; to Netflix, YouTube, and
Hulu; to Uber, Lyft, Instacart, and Grubhub; to Etsy, eBay, and Dick’s Sporting Goods;
and so many more, this book contains hundreds of real-company examples and 60
extensive cases that place coverage in the context of actual e-commerce businesses.
You'll find these examples in each chapter as well as in special features such as chapter-
opening, chapter-closing, and “Insight on” cases. The book takes a realistic look at the
world of e-commerce, describing what’s working and what isn’t rather than presenting
arose-colored or purely “academic” viewpoint. We strive to maintain a critical perspec-
tive on e-commerce and avoid industry hyperbole.

Current and Future Technology Coverage Internetand related information technolo-
gies continue to change rapidly. The most important changes for e-commerce include
dramatic price reductions in e-commerce infrastructure (making it much less expensive
to develop a sophisticated e-commerce presence), the explosive growth in the mobile



platform, and expansion in the development of social technologies, which are the foun-
dation of online social networks. Although we thoroughly discuss the current Internet
environment, we also devote considerable attention to describing emerging technologies
and applications such as the metaverse, Web3, the Internet of Things (IoT), blockchain,
big data, artificial intelligence, augmented and virtual reality, low earth orbit satellite
Internet systems, 5G and Wi-Fi 6, among many others.

Special Attention to the Social and Legal Aspects of E-commerce We have paid
special attention throughout the book to the social and legal context of e-commerce.
Chapter 8 is devoted to a thorough exploration of ethical dimensions of e-commerce,
including information privacy, intellectual property, governance, and protecting safety
and public welfare on the Internet.

In-depth Coverage of Marketing and Advertising The text includes two chapters on
marketing and advertising, both traditional online marketing and social, mobile, and
local marketing. Marketing concepts, including market segmentation, personalization,
clickstream analysis, bundling of digital goods, long tail marketing, and dynamic pricing,
are discussed throughout the text.

In-depth Coverage of B2B E-commerce We devote an entire chapter to an examination
of B2B e-commerce. In writing this chapter, we developed a unique and easily understood
classification schema to help students understand this complex arena of e-commerce.
This chapter covers e-commerce supply chains, e-distributors, e-procurement
companies, exchanges, and industry consortia, as well as the development of private B2B
networks and collaborative commerce.

Up-to-Date Coverage of the Research Literature This text is well grounded in the
e-commerce research literature. We have sought to include, where appropriate, references
to and analysis of the latest e-commerce research findings, as well as many classic articles,
in all of our chapters. We have drawn especially on the disciplines of economics, market-
ing, and information systems and technologies as well as on law journals and broader
social science research journals that cover disciplines such as sociology and psychology.
Figures and tables sourced to “authors’ estimates” reflect analysis of data from the U.S.
Department of Commerce, estimates from various research firms, historical trends, rev-
enues of major online retailers, consumer online buying trends, and economic conditions.

Writing That’s Fun to Read Unlike some textbooks, we've been told by many students
that this book is actually fun to read and easy to understand. This is not a book written by
committee—you won'’t find a dozen different people listed as authors, co-authors, and
contributors on the title page. Instead, we have a consistent voice and perspective that
carries through the entire text, and we believe the book is the better for it.

OVERVIEW OF THE BOOK

The book is organized into four parts.

Part 1, “Introduction to E-commerce,” provides an introduction to the major themes
of the book. Chapter 1 defines e-commerce, distinguishes between e-commerce and
e-business, and defines the different types of e-commerce. Chapter 2 introduces and
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defines the concepts of business model and revenue model, describes the major e-com-
merce business and revenue models for both B2C and B2B firms, and introduces the basic
business concepts, including industry structure, value chains, and firm strategy, neces-
sary for a thorough understanding of e-commerce firms. Chapter 2 also includes a section
on the important topics of e-commerce technology and business model disruption.

Part 2, “Technology Infrastructure for E-commerce,” focuses on the technology infra-
structure that forms the foundation of all e-commerce. Chapter 3 traces the historical
development of the Internet and thoroughly describes how the Internet, Web, and mobile
platform work. Chapter 4 focuses on the steps that managers need to follow in order to
build an e-commerce presence. This chapter also covers the process that should be fol-
lowed in building an e-commerce presence; the major decisions regarding outsourcing
site development and/or hosting; how to choose software, hardware, and other tools that
can improve website performance; and issues involved in developing a mobile website and
mobile applications. Chapter 5 focuses on e-commerce security and payments, building
on the e-commerce infrastructure discussion of the previous chapter by describing the
ways in which security can be provided over the Internet. This chapter defines digital
information security, describes the major threats to security, and then discusses both
the technology and the policy solutions available to business managers seeking to secure
their firm’s sites. This chapter concludes with a section on e-commerce payment systems.
We identify the various types of online payment systems and discuss the development
of alternative payment systems such as Apple Pay, Venmo, Zelle, Buy Now Pay Later
(BNBP) services, as well as cryptocurrencies and blockchain, the technology underlying
cryptocurrencies.

Part 3, “Business Concepts and Social Issues,” focuses directly on the business con-
cepts and social-legal issues that surround the development of e-commerce. Chapter 6
focuses on e-commerce consumer behavior and the Internet audience and introduces
the student to the basics of online marketing and branding, including traditional online
marketing technologies and marketing strategies. Topics include the website as a mar-
keting platform, search engine marketing and advertising, display ad marketing, e-mail
campaigns, affiliate and lead generation marketing programs, multichannel marketing,
and various customer retention strategies such as personalization (including interest-
based advertising, also known as behavioral targeting) and customer service tools. The
chapter also covers other marketing strategies such as pricing and long tail marketing.
Internet marketing technologies (web transaction logs, tracking files, data mining, and
big data) and marketing automation and CRM systems are also explored. The chapter con-
cludes with a section on understanding the costs and benefits of various types of online
marketing, including a section on marketing analytics software. Chapter 7 is devoted to
an in-depth analysis of social, mobile, and local marketing. Topics include Facebook,
Instagram, TikTok, Twitter, Pinterest, and other social media marketing platforms such
as Snapchat and LinkedIn; the evolution of mobile marketing; and the growing use of
geo-aware technologies to support proximity marketing. Chapter 8 provides a thorough
introduction to the social and legal environment of e-commerce. Here, you will find a
description of the ethical and legal dimensions of e-commerce, including a thorough dis-
cussion of the latest developments in personal information privacy, intellectual property,
Internet governance, questions surrounding Big Tech and competition, jurisdiction, and
public health and welfare issues such as pornography, gambling, and health.



Part 4, “E-commerce in Action,” focuses on real-world e-commerce experiences in
online retail and services, online content and media, social networks, auctions, portals,
and business-to-business e-commerce. These chapters take a sector approach rather
than the conceptual approach used in the earlier chapters. E-commerce is different
in each of these sectors. Chapter 9 takes a close look at the experience of firms in the
retail marketplace for both goods and services, as well as on-demand service companies
such as Uber and Airbnb. Chapter 9 also includes an “E-commerce in Action” case that
provides a detailed analysis of the business strategies and financial operating results of
Amazon, which can be used as a model to analyze other e-commerce firms. Chapter
10 explores the world of online content and digital media and examines the enormous
changes in online publishing and entertainment industries that have occurred over the
last two years, including online newspapers and magazines, e-books, streaming home
entertainment, movies, music, and online games and e-sports. Chapter 11 explores the
online world of social networks, auctions, and portals. Chapter 12 concentrates on the
world of B2B e-commerce, describing e-commerce supply chains and various types of
B2B business models, including different types of B2B e-commerce marketplaces as well
as the less heralded but still very large arena of private B2B networks and the movement
toward collaborative commerce.

CHAPTER ORGANIZATION

The book’s pedagogy emphasizes student cognitive awareness and the ability to analyze,
synthesize, and evaluate e-commerce businesses. Although there is a strong data and
conceptual foundation to the book, we seek to engage student interest with lively writing
about e-commerce businesses and the transformation of business models at traditional
firms.

Each chapter contains a number of elements designed to make learning easy as well
as interesting.

Learning Ohjectives A list oflearning objectives that highlights the key concepts in the
chapter guides student study.

Video Cases Each chapter has a list of video cases that are related to one or more key
concepts or topics within the chapter.
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TikTok:

Creators and the Creator Economy

urmgitsﬂrs(decade orso, the Webwasa
very different place thanit istoday. ltwas
much more static and used primarily to
gather information. That all started to change around
the mid-to-late 2000s, with the development of Web
2.0,asetof applications and technologies that enabled
the creation of uservgenerated content. Coupled with
the development of the smartphone and smartphone
apps, this laid the groundwork for social networks and
the sharing of all sorts of content that allowed people to
express themselves online. People who develop and dis-
tribute such content are now typically referred to as “creators,” @ \abel originated by YouTube ©Da
in 2011 for a growing class of users that were attracting large audiences to their channels.
From there, the label spread. \nfluencers, who use social media to grow a following and exert
influence over the purchasing decisions of those followers, typically for some form of comper+
sation or monetization, can be considered 2 subset of creators, although some use the terms
synonymous\y. Arecentreport estimates the number of creators at 200 million worldwide, and
an entire supporting ecosystem, referred to as the creator economy, has spread up around
them. TikTok is one of the preemment content platforms in the creator economy-
TikTok, the m'\rd»must—popular social network in the United States behind Facebook
and Instagram, is also one of the fastest growing, with 95 million U.S. users and more than
750 million worldwide. (TikTok says it has more than 1 billion users.) Launched in 2017,
TikTok is @ short-form video-sharing app owned by Chinese company Bytedance. TikTok
videos were initially limited to 15 seconds but can now be up to 10 minutes long. Many
TikTok videos feature music, with users lip-syncing, singing, and dancing; others focus on
comedy and creativity. Users can “remix” posts from other users and put their own spinon
them, using the app's array of editing tools, filters, and other effects. Algorithms analyze
the viewing habits of each user, and its “For You" page provides content that is custom-
ized based on the user’s activity. The algorithm rmakes it possible for TikTokers to amass
millions of followers within a matter of weeks, creating stars faster thanany other platform.
TikTok skews much younger than other social networks and is the most popular net-
work in the United States among children, teens, and young adults. Almost 70 percent of
its U.S. users are under the age of 35. In 2022, TikTok is expected to become the lead-
ing social network platform among U.S. adult users (ages 18 and over) in terms of time
spent per day (more than 45 minutes), surpassing YouTube. A survey of 7,000 TikTok users
revealed that almost 70% follow specific creators. Gen 7 is leading the charge, with 50%
saying that they follow specific TikTok creators. l
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“Insight on” Cases Each chapter
contains three real-world cases
illustrating the themes of technology,
business, or society. These cases take

an in-depth look at relevant topics
to help describe and analyze the full
breadth of the field of e-commerce.
The cases probe such issues as the
ability of governments to regulate
Internet content, how to design
websites for accessibility, the
challenges faced by luxury
marketers in online marketing,
and biometric security.
Companies featured include
Facebook, Y Combinator,
Foursquare, Etsy, SpaceX,
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.
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Zoom, Wix, Duolingo,
Yoox Net-a-Porter, Sprout
Social, Stitch Fix, Instacart,
Grubhub, Vox, Twitch,
Yahoo, AOL, and De
Beers, among others.
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Sources provide a list
of the references that
enable students to delve
deeper into the topic of the case.

Margin Glossary Throughout the
text, key terms and their definitions
appear in the text margin where
they are first introduced.

Real-Company Examples Drawn
from actual e-commerce ventures,
hundreds of pertinent examples are
used throughout the text to illustrate
concepts.
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Careers in E-commerce At the end of every chapter, we feature a section on careers
in e-commerce that examines a job posting, based on a real-world job opening, by an
e-commerce company for an entry-level position. Examples include job openings for an
e-commerce retail category specialist, a user experience (UX) designer, a cybersecurity threat
management team trainee, a digital marketing assistant, an e-commerce privacy research
associate, a digital audience development associate, a social marketing specialist, and a junior
supply chain analyst, among others. We provide a brief overview of the field and the company,
some details about the position, a list of the qualifications and skills that are typically required,
and some tips about how to prepare for an interview, and then show how the concepts learned
in each chapter can help students answer some possible interview questions.

Chapter-Closing Case Studies Each chapter concludes with a robust case study based
on real-world organizations. These cases help students synthesize chapter concepts and
apply their knowledge to concrete problems and scenarios. Companies featured include
Uber, Twitter, Akamai, Dick’s Sporting Goods, Venmo, Zelle, Blue Nile, Netflix, eBay, and

Elemica, among others. Sources provide a list of references that enable students to delve
deeper into the topic of each case.

Chapter-Ending Pedagogy FEach chapter contains extensive end-of-chapter materials
designed to reinforce the learning objectives of the chapter:

e Key Concepts Keyed to the learning
objectives, Key Concepts present the key
points of the chapter to aid student study.

Review Questions Thought-provoking
questions prompt students to demon-
strate their comprehension and apply

chapter concepts to management prob-
lem solving.
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students are asked to evaluate publicly
available information about a company’s
financials at the SEC website, assess pay-
ment system options for companies that
function across international boundaries,
or search for the top 10 cookies on their own
computer and the sites the cookies are from.
References At the end of each chapter, a
list of references enables students to find
more information about the content and
topics discussed in the chapter.
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INSTRUCTOR RESOURCES

At Pearson.com, educators can easily register to gain access to a variety of instructor
resources that are available with this text in downloadable format. If assistance is needed,
our dedicated technical support team is ready to help with the media supplements that
accompany this text. Visit support.pearson.com/getsupport for answers to frequently
asked questions and toll-free user support phone numbers.

The following supplements are available with this text:

e Instructor’s Manual written by the authors. Provides chapter-by-chapter teaching
outlines, teaching suggestions and key points, and answers to all questions and proj-
ects included in the textbook.

e Test Bank created by the authors. Includes a variety of multiple-choice, true/false, and
essay questions. Includes questions on chapter content but also includes questions
that require higher-level cognitive skills, such as analysis, synthesis, evaluation, and
written communication skills.

¢ TestGen Computerized Test Bank Allows instructors to customize, save, and gener-
ate classroom tests; edit, add, or delete questions from the Test Item Files; analyze test
results; and organize a database of tests and student results.

* PowerPoints created by the authors. Summarize key concepts and figures in an
easy-to-present format. PowerPoints meet accessibility standards for students with
disabilities. Features include but are not limited to keyboard and screen reader access,
alternative text for images, and a high-color contrast between background and fore-
ground colors.

* Image Library

¢ Video Cases The authors have created a collection of video case studies that integrate
a short video and associated case study, and case study questions. Video cases can
be used in class to promote discussion or as written assignments. There are 24 video
cases for the 17th edition, all new to this edition.

Chapter 1
Video Case 1.1: Shopify and the Future of E-commerce
Video Case 1.2: YouTube and the Creator Economy

Chapter 2
Video Case 2.1: NFT Startup Magic Eden
Video Case 2.2: Venture Capital Firm Neo

Chapter 3
Video Case 3.1: Meter’s Internet Infrastructure Vision
Video Case 3.2: Informatica and the Evolution of Cloud Technology

Chapter 4

Video Case 4.1: Bolt: One-Click Checkout for Small- and Medium-Sized
Businesses

Video Case 4.2: Figma: A Collaborative Web Application for UI Design

Chapter 5
Video Case 5.1: Crowdstrike and Cybersecurity
Video Case 5.2: Klarna and Buy Now Pay Later (BNPL)
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Chapter 6
Video Case 6.1: Google and the Digital Ad Market
Video Case 6.2: Mutiny Uses Al and No-Code to Improve AdTech

Chapter 7
Video Case 7.1: Snap and Augmented Reality Marketing
Video Case 7.2: AppLovin’s Mobile Marketing Platform

Chapter 8
Video Case 8.1: Is TikTok a Surveillance Tool?
Video Case 8.2: NFT and Trademarks: Hermeés Sues Over Birkin Bag NTFs

Chapter 9
Video Case 9.1: DoorDash Partners with BJ’s Wholesale
Video Case 9.2: SoFi and Fintech

Chapter 10
Video Case 10.1: Substack: An Alternative News Delivery Platform
Video Case 10.2: Roblox and Online Gaming

Chapter 11
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O NEW video Cases

See eText Chapter 1 to watch

these videos and complete

activities:

1.1 Shopify and the Future
of E-commerce

1.2 YouTube and the
Creator Economy

LEARNING OBJECTIVES

After reading this chapter, you will be able to:

1.1 Understand why it is important to study e-commerce.

1.2 Define e-commerce, understand how e-commerce differs from e-business,
identify the primary technological building blocks underlying e-commerce,
and recognize major current themes in e-commerce.

1.3 Identify and describe the unique features of e-commerce technology and
discuss their business significance.

1.4 Describe the major types of e-commerce.

1.5 Understand the evolution of e-commerce from its early years to today.

1.6 Describe the major themes underlying the study of e-commerce.




TikTok:

Creators and the Creator Economy

uring its first decade or so, the Webwas a

very different place than itis today. It was

much more static and used primarily to
gather information. That all started to change around
the mid-to-late 2000s, with the development of Web
2.0, a set of applications and technologies that enabled
the creation of user-generated content. Coupled with
the development of the smartphone and smartphone
apps, this laid the groundwork for social networks and
the sharing of all sorts of content that allowed people to
express themselves online. People who develop and dis-
tribute such content are now typically referred to as “creators,” a label originated by YouTube
in 2011 for a growing class of users that were attracting large audiences to their channels.
From there, the label spread. Influencers, who use social media to grow a following and exert
influence over the purchasing decisions of those followers, typically for some form of compen-
sation or monetization, can be considered a subset of creators, although some use the terms
synonymously. A recent report estimates the number of creators at 200 million worldwide, and
an entire supporting ecosystem, referred to as the creator economy, has spread up around
them. TikTok is one of the preeminent content platforms in the creator economy.

TikTok, the third-most-popular social network in the United States behind Facebook
and Instagram, is also one of the fastest growing, with 95 million U.S. users and more than
750 million worldwide. (TikTok says it has more than 1 billion users.) Launched in 2017,
TikTok is a short-form video-sharing app owned by Chinese company Bytedance. TikTok
videos were initially limited to 15 seconds but can now be up to 10 minutes long. Many
TikTok videos feature music, with users lip-syncing, singing, and dancing; others focus on
comedy and creativity. Users can “remix” posts from other users and put their own spin on
them, using the app’s array of editing tools, filters, and other effects. Algorithms analyze
the viewing habits of each user, and its “For You” page provides content that is custom-
ized based on the user’s activity. The algorithm makes it possible for TikTokers to amass
millions of followers within a matter of weeks, creating stars faster than any other platform.

TikTok skews much younger than other social networks and is the most popular net-
work in the United States among children, teens, and young adults. Almost 70 percent of
its U.S. users are under the age of 35. In 2022, TikTok is expected to become the lead-
ing social network platform among U.S. adult users (ages 18 and over) in terms of time
spent per day (more than 45 minutes), surpassing YouTube. A survey of 7,000 TikTok users
revealed that almost 70% follow specific creators. Gen Z is leading the charge, with 50%
saying that they follow specific TikTok creators.

©Daniel Constante/Shutterstock
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There are a number of ways that creators can earn money. They can be supported
by advertising, for instance, receiving payment directly from a brand for creating or shar-
ing sponsored content or for featuring a product placement, or they may be paid a share
of the advertising revenue earned by the platform on which their content appears. They
can also sell digital content, either on a per-piece basis or on a subscription basis, as well
as physical products. Non-fungible tokens (NFTs), which can be used to create unique
digital assets such as collectibles, artwork, badges, and stickers, are a newer form of digital
content that creators are beginning to use as rewards for their fans. Creators can also get
“tips” from their fans (often characterized as “buying the creator a coffee”), money from a
fan club or a donation platform, or for other types of fan engagement. Most creators use a
variety of these income-generating methods rather than relying on just one.

Of the estimated 200 million creators, a much smaller subset characterizes them-
selves as “professionals.” For these people, being a creator has evolved into a business. The
leading creators on TikTok can earn millions of dollars. For example, Charli D’Amelio, who
is probably the most well-known, with around 145 million followers, earned $17.5 million
in 2021 according to Forbes, putting her at the top of the list of professional creators.
Trained as a competitive dancer, Charli started posting dance and lip-synch videos on
TikTok in May 2019 when she was just 15, and she quickly amassed a large following. Her
older sister, Dixie D’Amelio, a singer with 57 million followers, was second on the list, with
$10 million in earnings. The two sisters have capitalized on their TikTok fame by branching
out into a clothing line as well as a Hulu docuseries, among other initiatives. In the third
spot is Addison Rae, also a competitive dancer, with around 88 million followers and about
$8.5 million in earnings. As with the D’Amelio sisters, Rae has leveraged her TikTok fame,
releasing a music single in 2021 as well as inking a deal with Netflix.

But not everything is rosy in the creator economy. Although superstar creators can
make an incredible amount of money, it is extremely difficult for the average creator to
earn enough to replace a full-time income, and most creators make only a very limited
amount of income, if any. Almost half of full-time creators make less than $1,000, and only
12% make more than $50,000, underscoring how difficult it can be to be a creator. The
majority of creators do not have any sponsorship or branding deals, and even among those
who do, most make less than $100 per paid post.

Being a content creator is also much more time consuming and stressful than many
might assume. Jack Innanen, a 22-year-old TikTok star from Toronto, Canada, has 2.8 mil-
lion followers. Innanen spends hours shooting video, editing, storyboarding, engaging with
fans, and trying to obtain brand deals. Chrissy Chlapecka, a 21-year-old former Starbucks
barista, is another example. Chlapecka started posting videos on TikTok as a way to deal
with boredom during the Covid-19 pandemic and has since amassed 4.8 million followers.
She spends at least an hour a day selecting her clothing and having her hair and makeup
professionally done, in preparation for filming at least one video per day. Chlapecka
notes that most people underestimate the amount of work that creators have to do and
that it takes skill and perseverance to come up with fresh ideas day after day, establish a
relationship with online followers, and try to obtain sponsorships. The grind wears many
content creators down, leading to potential mental and physical health problems. TikTok’s
algorithm adds to the stress, as it is constantly serving up new content, making it hard for
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creators to maintain their viewership. Creators note that this volatility can be rattling: As
quickly as their views rise, they can also fall, with fans moving on to the next new thing. And
there is also an even darker side to being a content creator. Creators report being the sub-
ject of bullying, harassment, and threats. Internet trolls, especially, can be brutally vicious.

TikTok has established a $200 million Creator Fund, which it says is aimed at sup-
porting creators seeking to make their livelihood through innovative content. To be eligible
for the Creator Fund, creators must be at least 18 years old, must have at least 10,000
followers, and must have accumulated at least 10,000 video views in the previous 30 days
before they apply. Some creators feel that this shuts out beginning and niche creators,
who need the most support. In addition, the amount paid to creators by the Fund has been
less than many expected when it was first announced, with an opaque payment structure.
Unlike YouTube, which gives creators a cut of the ad revenues generated on the platform,
TikTok did not. However, in May 2022, TikTok announced that it would expand its creator
monetization options via a new program called TikTok Pulse, which will run ads alongside
the top 4% of all videos and give creators a 50% cut of those ad revenues. However, many
feel that this does not go far enough and once again shuts out smaller and niche creators.
These critics point out that TikTok’s ad revenues, which are expected to top $11 billion in
2022 (surpassing the combined ad revenues of Twitter and Snapchat), have been growing
rapidly and that it would be more equitable if TikTok shared that revenue more broadly with
the people responsible for attracting users to the platform.
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n 1994, e-commerce as we now know it did not exist. In 2022, almost 215 million

U.S. consumers are expected to spend about $1.3 trillion, and businesses about

$8.5 trillion, purchasing products and services via a desktop/laptop computer,
mobile device, or smart speaker. A similar story has occurred throughout the world.
There have been significant changes in the e-commerce environment during this time
period.

The early years of e-commerce, during the late 1990s, were a period of business
vision, inspiration, and experimentation. It soon became apparent, however, that estab-
lishing a successful business model based on those visions would not be easy. There fol-
lowed a period of retrenchment and reevaluation, which led to the stock market crash
0f2000-2001, with the value of e-commerce, telecommunications, and other technology
stocks plummeting. After the bubble burst, many people were quick to write off e-com-
merce. But they were wrong. The surviving firms refined and honed their business mod-
els, and the technology became more powerful and less expensive, ultimately leading to
business firms that actually produced profits. Between 2002 and 2007, retail e-commerce
grew at more than 25% per year.

Then, in 2007, Apple introduced the first iPhone, a transformative event that marked
the beginning of yet another new era in e-commerce. Today, mobile devices, such as
smartphones and tablet computers, and mobile apps have supplanted the traditional
desktop/laptop platform and web browser as the most common method for consum-
ers to access the Internet. Facilitated by technologies such as cellular networks, Wi-Fi,
and cloud computing, mobile devices have become advertising, shopping, reading, and
media-viewing machines, and in the process they have transformed consumer behav-
ior yet again. During the same time period, social networks such as Facebook, Twitter,
YouTube, Pinterest, Instagram, Snapchat, and TikTok, which enable users to distribute
their own content (such as videos, music, photos, personal information, commentary,
blogs, and more), rocketed to prominence. As discussed in the opening case, many such
users, now referred to as creators and/or influencers, have taken additional steps to
monetize their content. The mobile platform infrastructure also gave birth to another
e-commerce innovation: on-demand services that are local and personal. From hailing a
taxi to finding travel accommodations, to food delivery, on-demand services have created
a marketspace that enables owners of resources such as cars, spare bedrooms, and spare
time to find a market of eager consumers looking for such services. Today, mobile, social,
and local are the driving forces in e-commerce. But e-commerce is always evolving.
On the horizon are further changes, driven by technologies such as artificial intelligence,
virtual and augmented reality, and blockchain, among others.

While the evolution of e-commerce technology and business has been a powerful
and mostly positive force in our society, it is becoming increasingly apparent that it also
has had, and continues to have, a serious societal impact, from promoting the invasion
of personal privacy to aiding the dissemination of false information, enabling wide-
spread security threats, and facilitating the growth of business titans, such as Amazon,
Google, and Facebook (which has rebranded as Meta), that dominate their fields, leading
to a decimation of effective competition. As a result, the Internet and e-commerce are
entering a period of closer regulatory oversight that may have a significant impact on
the conduct of e-commerce in the future.
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IME THE FIRST FIVE MINUTES: WHY YOU SHOULD STUDY
E-COMMERCE

The rapid growth and change that have occurred in the first quarter-century or so since
e-commerce began in 1995 represents just the beginning—what could be called the first
five minutes of the e-commerce revolution. Technology continues to evolve at expo-
nential rates. This underlying evolution presents entrepreneurs with opportunities to
create new business models and businesses in traditional industries and in the process
disrupt—and in some instances destroy—existing business models and firms. The rapid
growth of e-commerce is also providing extraordinary growth in career and employ-
ment opportunities, which we describe throughout the book.

Improvements in underlying information technologies and continuing entrepre-
neurial innovation in business and marketing promise as much change in the next
decade as was seen in the previous two and a half decades. The twenty-first century will
be an age of a digitally enabled social and commercial life, the outlines of which we can
still only barely perceive at this time. It appears likely that e-commerce will eventually
impact nearly all commerce and that most commerce will be e-commerce by the year
2050, if not sooner.

Business fortunes are made—and lost—in periods of extraordinary change such as
this. The next five to 10 years hold exciting opportunities—as well as significant risks—
for new and traditional businesses to exploit digital technology for market advantage,
particularly in the wake of the Covid-19 pandemic, which continues to have a broad and
lasting impact on many aspects of life, ranging from how businesses operate, to how
consumers act, and to how social and cultural life evolves.

It is important to study e-commerce in order to be able to perceive and understand
the opportunities and risks that lie ahead. By the time you finish this book, you will be
able to identify the technological, business, and social forces that have shaped—and
continue to shape—the growth of e-commerce and be ready to participate in, and ulti-
mately guide, discussions of e-commerce in the firms where you work. More specifically,
you will be able to analyze an existing or new idea for an e-commerce business, iden-
tify the most effective business model to use, and understand the technological under-
pinnings of an e-commerce presence, including the security and ethical issues raised
as well as how to optimally market and advertise the business, using both traditional
digital marketing tools and social, mobile, and local marketing.

%2 INTRODUCTION TO E-COMMERCE

In this section, we'll first define e-commerce and then discuss the difference between
e-commerce and e-business. We will also introduce you to the major technological build-
ing blocks underlying e-commerce: the Internet, the Web, and the mobile platform. The
section concludes with a look at some major current trends in e-commerce.
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e-commerce

the use of the Internet,
the Web, and mobile
apps and browsers
running on mobile devices
to transact business.
More formally, digitally
enabled commercial
transactions between
and among organizations
and individuals

e-husiness

the digital enabling of
transactions and processes
within a firm, involving
information systems under
the control of the firm
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WHAT IS E-COMMERCE?

E-commerce involves the use of the Internet, the World Wide Web (Web), and mobile
apps and browsers running on mobile devices to transact business. Although the terms
Internet and Web are often used interchangeably, they are actually two very different
things. The Internet is a worldwide network of computer networks, and the Web is one of
the Internet’s most popular services, providing access to trillions of web pages. An app
(shorthand for “application”) is a software application. The term is typically used when
referring to mobile applications, although it is also sometimes used to refer to desktop
computer applications as well. A mobile browser is a version of web browser software
accessed via a mobile device. (We describe the Internet, Web, and mobile platform more
fully later in this chapter and in Chapters 3 and 4.) More formally, e-commerce can be
defined as digitally enabled commercial transactions between and among organizations
and individuals. Each of these components of our working definition of e-commerce
is important. Digitally enabled transactions include all transactions mediated by digital
technology. For the most part, this means transactions that occur over the Internet, the
Web, and/or via mobile devices. Commercial transactions involve the exchange of value
(e.g., money) across organizational or individual boundaries in return for products and
services. Exchange of value is important for understanding the limits of e-commerce.
Without an exchange of value, no commerce occurs. The professional literature
sometimes refers to e-commerce as digital commerce. For our purposes, we consider
e-commerce and digital commerce to be synonymous.

THE DIFFERENCE BETWEEN E-COMMERCE AND E-BUSINESS

There is a debate about the meaning and limitations of both e-commerce and e-business.
Some argue that e-commerce encompasses the entire world of digitally based organi-
zational activities that support a firm’s market exchanges—including a firm’s entire
information system infrastructure. Others argue, on the other hand, that e-business
encompasses the entire world of internal and external digitally based activities, includ-
ing e-commerce. We think it is important to make a working distinction between
e-commerce and e-business because we believe they refer to different phenomena.
E-commerce is not “anything digital” that a firm does. For purposes of this text, we
will use the term e-business to refer primarily to the digital enabling of transactions
and processes within a firm, involving information systems under the control of the
firm. For the most part, in our view, e-business does not include commercial transac-
tions involving an exchange of value across organizational boundaries. For example, a
company’s online inventory control mechanisms are a component of e-business, but
such internal processes do not directly generate revenue for the firm from outside busi-
nesses or consumers, whereas e-commerce, by definition, does. It is true, however, that
a firm’s e-business infrastructure provides support for online e-commerce exchanges:
The same infrastructure and skill sets are involved in both e-business and e-commerce.
E-commerce and e-business systems blur together at the business firm boundary,
at the point where internal business systems link up with suppliers or customers
(see Figure 1.1). E-business applications turn into e-commerce precisely when an
exchange of value occurs. We will examine this intersection further in Chapter 12.
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FIGURE 1.1 THE DIFFERENCE BETWEEN E-COMMERCE AND
E-BUSINESS
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E-commerce primarily involves transactions that cross firm boundaries. E-business primarily involves the
application of digital technologies to business processes within the firm.

TECHNOLOGICAL BUILDING BLOCKS UNDERLYING E-COMMERCE: THE
INTERNET,THE WEB,AND THE MOBILE PLATFORM

The technology juggernauts behind e-commerce are the Internet, the Web, and the
mobile platform. We describe the Internet, the Web, and the mobile platform in
some detail in Chapter 3. The Internet is a worldwide network of computer networks Internet
built on common standards. Created in the late 1960s to connect a small number of  worldwide network of
mainframe computers and their users, the Internet has since grown into the world’s ~ computer networks built
largest network. It is impossible to say with certainty exactly how many comput- on common standards
ers and other mobile devices (such as smartphones and tablets) as well as other
Internet-connected consumer devices (such as smartwatches, connected TVs, and
smart speakers like Amazon’s Echo) are connected to the Internet worldwide at any
one time. However, some experts estimate that as of 2022, there are about 15 billion
connected devices (not including smartphones, tablets, or desktop/laptop comput-
ers) already installed (Watters, 2022). The Internet links businesses, educational
institutions, government agencies, and individuals together and provides users with
services such as e-mail, document transfer, shopping, research, instant messaging,
music, videos, and news.
The Internet has shown extraordinary growth patterns when compared to other
electronic technologies of the past. It took radio 38 years to achieve a 30% share of U.S.
households. It took television 17 years to achieve a 30% share. In contrast, it took only
10 years for the Internet/Web to achieve a 53% share of U.S. households once a graphical
user interface was invented for the Web in 1993. Today, in the United States, more than
300 million people of all ages (almost 90% of the U.S. population) use the Internet at
least once a month (Insider Intelligence/eMarketer, 2022a).





