
Unit1暋ElectronicCommerceTheory

TextA暋OverviewofElectronicCommerce

Theterm electroniccommerceisheardfrequentlyincorporate boardrooms,in
managementmeetings,onthenews,innewspapers(bothhardcopyandonline),andon
CapitolHill.Electroniccommerceisoneofthemostcommonbusinesstermsinuseaswe
embarkonthe21stcentury.Sowhatexactlyiselectroniccommerceandwillthetermstill
beimportantintheyearstocome,orwillitbejustanotheroverusedanddiscarded
buzzword?Inthistextwewillexaminethedefinitionofelectroniccommerce,categories
andtheimpactonbusinessmodelsandvaluechain.

1.Thedefinition
Differentscholarsdefineelectroniccommerceindifferentway.MarilynGreenteinand

Todd M.Feinmandefineelectroniccommerceas:Theuseofelectronictransmission
mediums(telecommunications)toengageintheexchange,includingbuyingandselling,

ofproductsandservicesrequiringtransportation,eitherphysicallyordigitally,from
locationtolocation.Theythinkelectroniccommerceisdifferentfromelectronicbusiness
inthattheformerisrestricting,however,anddoesnotfullyencompassthetruenatureof
the manytypes ofinformation exchanges occurring viatelecommunication devices.
Whereas,theterm electronicbusinessalsoincludestheexchangeofinformationnot
directlyrelatedtotheactualbuyingandsellingofgoods.Increasingly,businessesare
usingelectronic mechanismstodistributeinformationandprovidecustomersupport.
Theseactivitiesarenot“commerce暠activities;theyare“business暠activities.Thus,the
term electronic businessis broaderand may eventuallyreplacetheterm electronic
commerce.Althoughthetermelectroniccommerceisusedthroughoutthistext,manyof
theactivitiesdescribedaremoreaccuratelyclassifiedaselectronicbusiness.

KalakotaandWhinston(1997)defineECfromtheseperspectives:

Fromacommunicationsperspective,ECisthedeliveryofinformation,products/

services,orpaymentsovertelephonelines,computernetworks,oranyotherelectronic
means.

Fromabusinessprocessperspective,ECistheapplicationoftechnologytowardthe
automationofbusinesstransactionsandworkflow.

From aservice perspective,ECisatoolthataddressesthe desire offirms,

consumers,andmanagementtocutservicecostswhileimprovingthequalityofgoodsand
increasingthespeedofservicedelivery.

1



Fromanonlineperspective,ECprovidesthecapabilityofbuyingandsellingproducts
andinformationontheInternetandotheronlineservices.

LouGerstner,IBM狆sCEO:“E灢businessisallaboutcycletime,speed,globalization,

enhancedproductivity,reachingnewcustomersandsharingknowledgeacrossinstitutions
forcompetitiveadvantage.暠

LiQi,aprofessorandexpertinthisfield,definesECfrom theperspectiveof
productiveforce.Hethinksthereshouldbetwodefinitions.Thebroaderdefinitionisthat
electroniccommerceistheuseofelectronictoolsincommercialactivities.Theseelectronic
toolsrangefromtelegram,telephoneofearlytimesto NII,GIIandINTERNET of
moderntimes.Thecommercialactivitieshererefertoalllawfulactivitiesofdemandand
consumption exceptfortypicalproduction process.The narrowerdefinitionisthat
electroniccommerceisthe wholeprocessin which people,who masterinformation
technologyandbusinessregulationsandrules,systematicallyuseelectronictoolsand
efficientlyandlow灢costlyengageinallkindsofactivitiescenteringontheexchangeof
commoditiesandservicesinahighlytechnicallyandeconomicallyadvancedsociety.The
firstdefinitioncanbesimplifiedascommercialelectronicapplication,thesecondcanbe
shortenedaselectroniccommercialsystem.

EDIisasubsetofelectroniccommerce.Aprimarydifferencebetweenthetwoisthat
electroniccommerceencompassesabroadercommerceenvironmentthanEDI.Traditional
EDIsystemsallow pre灢establishedtradingpartnerstoelectronicallyexchangebusiness
data.ThevastmajorityoftraditionalEDIsystemsarecenteredaroundthepurchasing
function.TheseEDIsystemsaregenerallycostlytoimplement.Thehighentrycost
precluded many smalland mid灢sized businessesfrom engagingin EDI.Electronic
commerceallowsamarketplacetoexistwherebuyersandsellerscan“meet暠andtransact
withoneanother.

2.ClassificationoftheECFieldbytheNatureoftheTransactions
AcommonclassificationofECisbythenatureoftransaction.Thefollowingtypesare

distinguished:

Business灢to灢Business(B2B).MostofECtodayisofthistype.ItincludestheIOS
transactionsandelectronicmarkettransactionsbetweenorganizations.

Business灢to灢Consumer (B2C). These are retailing transactions with individual
shoppers.ThetypicalshopperatAmazon.comisaconsumer,orcustomer.

Consumer灢to灢Consumer(C2C).Inthiscategoryconsumersellsdirectlytoconsumers.
Examplesareindividualssellinginclassifiedads(e.g.,www.classified2000.com )and
sellingresidentialproperty,cars,andsoon.AdvertisingpersonalservicesontheInternet
andsellingtheknowledgeandexpertiseisanotherexampleofC2C.Severalauctionsites
allowindividualstoputitemsupforauctionsfinally,manyindividualsareusingintranets
andotherorganizationalinternalnetworkstoadvertiseitemsforsaleorservices.
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Consumer灢to灢Business(C2B).Thiscategoryincludesindividualswhosellproductsor
servicestoorganizations,aswellasindividualswhoseeksellers,interactwiththem,and
concludeatransaction.

NonbusinessEC.Anincreasednumberofnonbusinessinstitutionssuchasacademic
institutions,not灢for灢profitorganizations,religiousorganizations,socialorganizations,and
governmentagenciesareusingvarioustypesofECtoreducetheirexpenses (e.g.,

improvepurchasing)ortoimprovetheiroperationsandcustomerservice.
Intrabusiness (organizational)EC.In this category we include all internal

organizationalactivities,usuallyperformedonintranets,thatinvolveexchangeofgoods
services,orinformation.Activitiescanrangefromsellingcorporateproductstoemployees
toonlinetrainingandcost灢reductionactivities.

NotethatwhatwedescribedasIOSisapartofB2B.Electronicmarkets,ontheother
hand,canbeassociatedeitherwithB2BorwithB2C.

3.Theimpactonbusinessmodelsandthevaluechain
Electroniccommerceisforcingbusinessestorethinktheirtraditionalbusinessmodels.

Today狆sforwardthinking CEOrecognizesthechallengeofeCommerceasastrategic
businessissue,notjustonemoretechnicalissuetobedelegatedtotheISdepartment,

perhapstheexistingEDIgroup.Althoughacompanymayhavereengineereditsinternal
businessprocessandperhapspainfullyinstalledanERPsystemtobringinefficienciesto
thebackoffice,eCommerceisaboutreengineeringoutward灢facingprocesses—ndustry
processreengineering.

Thus,electroniccommerceisnotjustatechnology,itisawayofconductingbusiness
thathasthepotentialtoimpacteveryaspectofthefirm狆svaluechain.Implementingfull灢
scale,innovativeapplicationsofelectroniccommercerequiresmanagementteamstoview
themarketplacebeyondthetypicalphysicalboundaries.EnixConsultingLimitedthinks
thebiggestproblemthatelectroniccommercepioneersencounteristhelimitedsetof
mentalmodelsthatconstrainourthinking.Wetendtothinkofthewebinour“industrial
age暠paradigm—hereeverythingmustbedescribedandrelatedtothephysicalworld.

Ifelectroniccommerceapplicationsarenotplacedintheproperbusinesscontextand
thestrategyaligned withthebusiness狆overallbusinessstrategy,thentheelectronic
commerceapplicationislikelytofail.Thus,new business modelsarenecessarythat
integrateelectroniccommerceinitiativeswithoverallbusinessgoals.

Thetraditionalviewofthevaluechainisnolongerrichenoughtoencompassthetrue
relationshipsunderlyingtheflowsofinformationbetweenafirm,itscustomers,andits
suppliers.Thetraditionalvaluechaintypicallydepictstheinformationsystem dataas
flowingsequentiallythroughtheprocesseswithinputs/outputstothesupplierattheback灢
endstageandtothecustomeratthefront灢endstage.Inreality,firmsengagingin
electroniccommercemayshareinformationwiththeircustomersandsuppliersatmany
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stagesofthevaluechain.Thefirm狆sinformationsystemisthe“glue暠thatlinksallphases
ofitsprocessestogether.Thiscustomer灢orientedvaluechainenablesthecustomerto
accessthefirm狆s(thesupplier狆s)informationsystematvirtuallyeveryphaseinorderto
assesstheprogressoftheorder.Acustomermaylinktothefirm狆sinventorydatasuchas
price,quantity,andavailability,priortoenteringintoasalescontract.Further,the
customermaybeabletoelectronicallyreceivedesignandproductspecificationspriorto
enteringintoasalescontract.Theactualsalesmaybeplacedelectronicallyandapromised
orexpectedshippingdategivenbythesupplier狆sinformationsystemtothecustomer.
Oncetheorderisplaced,thecustomermaybeabletocheckthestatusoftheorder/service
placed.

Thecustomerscanalsochecktheshippingstatusofordersplacedwithasupplierthat
havebeencompletedandareintheshippingprocess.Thecustomer狆suseofthesupplier狆s
informationsystemtohelpprovidebettercustomerserviceafterthesaleiscompleteis
anotherpositiveuse.

Thecustomer灢orientedvaluechainalsoneedstolinkitsprocurementinformation
systemstothoseofthefirm狆ssupplier.Thesupplierneedstoaccessitssupplier狆s
informationsysteminordertobestserveitsowncustomers.Thesupplierbecomesthe
customertoitssuppliersandshouldbeabletointerfaceitsprocurementsystemswithits
suppliers狆informationsystemstoreceivethesametypesofinformationthatitprovidesto
itsowncustomers.

TheInternetisenablingcompaniestofullyintegratetheirsupplychains,andthis
integrationhasadramaticinfluenceonthestructureofparticipatingcompaniestofully
integratetheirsupplychains.

NewWords

1.embark[im

↓

ba÷k]v.上船,上飞机,着手,从事,装于船上,登上

2.impact[

↓

imp昖kt]n.碰撞,冲击,冲突,影响,效果

3.encompass[in

↓

k【mp〖s]v.包围,环绕,包含或包括某事物

4.via[

↓

vai〖,

↓

vi÷〖]prep.经,通过,经由

5.engage[in

↓

geid∶]v.使忙碌,雇佣,使从事于,使参加

6.subset[

↓

s【bset]n.[数]子集

7.preclude[pri

↓

klu÷d]v.排除

8.residential[↓rezi

↓

den±〖l]a.住宅的,与居住有关的

9.implement[

↓

implim〖nt]v.贯彻,实现,执行

10.innovative[

↓

in〖uveitiv]a.创新的,革新(主义)的
11.encounter[in

↓

kaunt〖]v.遭遇,遇到,相遇

n.遭遇,遭遇战

12.constrain[k〖n

↓

strein]v.强迫,抑制,拘束

13.paradigm [

↓

p昖r〖daim,灢dim]n.范例
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14.sequentiallyadv.继续地,从而

15.procurement[pr〖

↓

kju〖m〖nt]n.获得,取得

NotesAboutTerms

1.CapitolHill:美国国会山。

2.NII(NationalInformationInfrastructure):国家信息基础设施(国家信息高速公路)。

3.GII(GlobalInformationInfrastructure):全球信息基础设施(全球信息高速公路)。

4.Business灢to灢Business(B2B):企业对企业的电子商务。

5.Business灢to灢Consumer(B2C):企业对个人的电子商务。

6.Consumer灢to灢Consumer(C2C):消费者对消费者(个人对个人)的电子商务。

7.Consumer灢to灢Business(C2B):个人对企业的电子商务。

8.NonbusinessEC:非商业性电子商务。

9.Intrabusiness(organizational)EC:企业内部或组织内部电子商务。

10.Amazon:亚马逊网站,总部位于美国的一家著名电子商务网站,最初只经营图书。

Exercises

栺.Fillintheblanksaccordingtothetext.
NowadaysitseemseverybodytalksaboutE灢Commerce,but暋暋1暋暋reallyknows

howdefineitprecisely.WhatisexactlyE灢Commerce? E灢Commerceisdoing 暋暋2暋暋
throughelectronicmediaorthepracticeofbuyingandsellingproductsandservicesover
the暋暋3暋暋,utilizingtechnologiessuchastheWeb,ElectronicDateInterchange(or
EDIforshort),email,electronicfundtransfersandsmartcards,without暋4暋meetingbetween
thetwopartiesofthetransaction.Inbrief,itistheonlineexchangeorsaleand暋暋5暋暋of
goodsandservices.E灢Commerce,inotherwords,referstobusinesstransactionsontheweb
暋暋6暋暋allittakesisaclickofyourmousebuttonanda暋暋7暋暋ofyourfingerandyouare
onyourwayto暋暋8暋暋theproudownerofanythingunderthesun.E灢Commerceisexpected
toboom 暋暋9暋暋limitsinnearfuture,anditwill暋暋10暋暋amajorroleinthewaythat
small,medium andlargecompaniesconductbusinesseither withtheirconsumers,other
businesses,orboth.

栻.TranslatethefollowingsentencesintoChinese.
1.Ashumanbeingsembarkonthe21stcentury,somepeoplethinktheelectronic

commercewillbejustanotheroverusedanddiscardedbuzzword.
2.Electroniccommerceisdifferentfrom electronic businessinthatthelatter

encompassesthetruenatureofthemanytypesofinformationexchangesoccurringvia
telecommunicationdevices.

3.Electroniccommerceisnotjustatechnology,itisawayofconductingbusiness
thathasthepotentialtoimpacteveryaspectofthefirm狆svaluechain.

4.Electroniccommerceallowsamarketplacetoexistwherebuyersandsellerscan
“meet暠andtransactwithoneanother.
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5.Whenthemarketplaceiselectronic,thebusinesscenterisnotaphysicalbuilding
butratheranetwork灢basedlocationwherebusinessinteractionoccur.

栿.TranslatethefollowingsentencesintoEnglish.
1.人类历史上的创新几乎没有哪一个比电子商务更具潜力。

2.电子商务使得越来越多的人在家就可以工作,并且几乎不用走路就可购物。

3.电子商务应用极为广泛,比如网上购物、购买股票、找工作、进行拍卖等。

4.运用互联网,制造商能够直接与客户获得联系而不用通过中间人。

5.电子商务通过电话、计算机网络或其他任何电子方式来传送信息,提供产品(或服

务)及完成支付。

IV.Answerthefollowingquestions.
1.HowmanytypesofE灢Commercedoyouknow? Andwhatarethey?

2.WhatbenefitscanbebroughttobusinesswithE灢Commerce?

TextB暋AdvantagesandDisadvantagesofElectronicCommerce

1.AdvantagesofElectronicCommerce
Firmsareinterestedinelectroniccommercebecause,quitesimply,itcanhelpincrease

profits.Alltheadvantagesofelectroniccommerceforbusinessescanbesummarizedinone
statement:Electroniccommercecanincreasesalesanddecreasecosts.Advertisingdone
wellonthe Webcangetevenasmallfirm狆spromotional messageouttopotential
customersineverycountryintheworld.Afirmcanuseelectroniccommercetoreach
smallgroupsofcustomersthataregeographicallyscattered.The Webisparticularly
usefulincreatingvirtualcommunitiesthatbecomeidealtargetmarketsforspecifictypesof
productsorservices.Avirtualcommunityisagatheringofpeoplewhoshareacommon
interest,butinsteadofthisgatheringoccurringinthephysicalworld,ittakesplaceonthe
Internet.

Justaselectroniccommerceincreasessalesopportunitiesfortheseller,itincreases
purchasingopportunitiesforthebuyer.Businessescanuseelectroniccommercetoidentify
newsuppliersandbusinesspartners.Negotiatingpriceanddeliverytermsiseasierin
electroniccommercebecausetheInternetcanhelpcompaniesefficientlyobtaincompetitive
bidinformation.Electroniccommerceincreasesthespeed and accuracy with which
businessescanexchangeinformation,whichreducescostsonbothsidesoftransactions.
Manycompaniesarereducingtheircostsofhandlingsalesinquiries,providingprice
quotes,anddeterminingproductavailabilitybyusingelectroniccommerceintheirsales
supportandorder灢takingprocesses.

CiscoSystems,aleadingmanufacturerofcomputernetworkingequipment,currently
sellsalmostallitsproductsonline.Becausenocustomerservicerepresentativesare
involvedinmakingthesesales,Ciscooperatesveryefficiently.In1998,thefirstyearin
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whichitsonlinesalesinitiativewasfullyoperational,Ciscomade72percentofitssaleson
theWeb.Ciscoavoidedhandling500,000callspermonthandsaved 500millioninthat
yearalone.Today,Ciscoconducts morethan99 percentofitspurchaseandsales
transactionsonline.

Electroniccommerceprovidesbuyerswithawiderrangeofchoicesthantraditional
commercebecausebuyerscanconsidermanydifferentproductsandservicesfromawider
varietyofsellers.Thiswidevarietyisavailableforconsumerstoevaluate24hoursaday,

everyday.Somebuyerspreferagreatdealofinformationindecidingonapurchase;

otherspreferless.Electroniccommerceprovidesbuyerswithaneasywaytocustomizethe
levelofdetailintheinformationtheyobtainaboutaprospectivepurchase.Insteadof
waitingdaysforthemailtobringacatalogorproductspecificationsheet,orevenminutes
forafaxtransmission,buyerscanhaveinstantaccesstodetailedinformationontheWeb.

Somedigitalproducts,suchassoftware,musicandvideofiles,orimages,caneven
bedeliveredthroughtheInternet,whichreducesthetimebuyersmustwaittobegin
enjoyingtheirpurchases.Theabilitytodeliverdigitalproductsonlineisnotjustacost灢
reductionopportunity.Itcanincreasesales,too.IntuitsellsitsTurboTaxincometax
preparationsoftwareonlineandletscustomersdownloadthesoftwareimmediatelyifthey
wish.IntuitsellsaconsiderableamountofTurboTaxsoftwarelateintheeveningonApril
14theachyear(April15thisthedeadlineforfilingpersonalincometaxreturnsinthe
UnitedStates).

Thebenefitsofelectroniccommerceextendtothe general welfare ofsociety.
Electronicpaymentsoftaxrefunds,publicretirement,andwelfaresupportcostlessto
issueandarrivesecurelyandquicklywhentransmittedovertheInternet.Furthermore,

electronicpaymentscanbeeasiertoauditandmonitorthanpaymentsmadebycheck,

providingprotectionagainstfraudandtheftlosses.Totheextentthatelectroniccommerce
enablespeopletotelecommute,everyonebenefitsfromthereductionincommuter灢caused
trafficandpollution.Electroniccommercecanalsomakeproductsandservicesavailablein
remoteareas.Forexample,distanceeducationismakingitpossibleforpeopletolearn
skillsandearndegreesnomatterwheretheyliveorwhichhourstheyhaveavailablefor
study.

2.DisadvantagesofElectronicCommerce
Somebusinessprocesses mayneverlendthemselvestoelectroniccommerce.For

example,perishablefoodsandhigh灢cost,uniqueitems,suchascustom灢designedjewelry,

mightbeimpossibletoinspectadequatelyfrom aremotelocation,regardlessofany
technologiesthatmightbedevisedinthefuture.Mostofthedisadvantagesofelectronic
commercetoday,however,stemfromthenewnessandrapidlydevelopingpaceofthe
underlyingtechnologies.These disadvantages willdisappearaselectroniccommerce
maturesandbecomesmoreavailabletoandacceptedbythegeneralpopulation.
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Manyproductsandservicesrequirethatacriticalmassofpotentialbuyersbeequipped
andwillingtobuythroughtheInternet.Forexample,onlinegrocerssuchasPeapodoffer
theirdeliveryservicesonlyinafewcities.As moreofPeapod狆spotentialcustomers
becomeconnectedtotheInternetandbegintofeelcomfortablewithpurchasingonline,the
businessmightbeabletoexpandintomoregeographicareas.Buteventheexpansionof
onlinegroceryshoppingissubjecttolimits;mostonlinegrocersfocustheirsaleseffortson
packagedgoodsand brandeditems.Perishablegrocery products,such asfruitand
vegetables,aremuchhardertosellonlinebecausecustomerswanttoexamineandselect
specificitemsthatarestillfreshandappealing.

Peapodisagoodexampleofhowchallengingitcanbetobuildabusinessinan
industrythatrequiresthiskindofcriticalmass.Althoughitwasoneofthefirstonline
grocerystores,Peapodhashadadifficulttimestayinginbusiness,andwasevenoffline
forafew weeksin mid灢2000.PeapodwasthenacquiredbyaEuropeanfirmthatwas
willingtoinvestadditionalcash to keepitin operation.Two of Peapod狆s major
competitors,WebVanandHomeGrocer,wereunabletostayinbusinesslongenoughto
attractasufficientcustomerbase.Threeofthemostsuccessfulonlinegroceryeffortsin
theworldareGroceryGatewayinToronto,DiscoVirtualinBuenosAires,andTescoin
theUnitedKingdom.GroceryGatewayandDiscoVirtualoperateindenselypopulated
urbanenvironmentsthatoffersufficientlylargenumbersofcustomerswithinrelatively
smallgeographicareas,which maketheirdeliveryroutesprofitable.Tescostartedits
operationsinLondon,whichoffersasimilardenselypopulatedurbanarea.However,

Tescohasalsoexpandeditsoperationstoselectedruralareasthatareneara Tesco
supermarket.

EstablishedtraditionalgrocerychainsintheUnitedStatessuchasAlbertsonsand
Safewayalsonowofferonlineorderinganddeliveryservicesinasecondwaveofusing
Internettechnologiesinthegrocery business.By usingtheirexistinginfrastructure
(includingwarehouses,purchasingsystems,andphysicalstoresinmultiplelocations),

theyareabletoavoidhavingtomakethelargecapitalinvestmentinfacilitiesthatledto
thedemiseofdot灢corngrocerssuchasWebVanandHomeGrocer.

Oneonlinegrocerthathassuccessfullyimplementedan updatedversion ofthe
WebVanandHomeGroceroperationalapproachisFreshDirect.Bylimitingitsservicearea
tothedenselypopulatedregioninandaroundNewYorkCity,FreshDirecthasfoundthe
rightcombinationofoperatingscaleand market.Thecompanystartedin2002and
achievedprofitabilityin2004onsalesof 90million.Thisisamuchsmallersalesvolume
thaneitherWebVanorHomeGrocerwouldhaveneededtobeprofitable.

Businessesoftencalculatereturnoninvestmentnumbersbeforecommittingtoany
newtechnology.Thishasbeendifficulttodoforinvestmentsinelectroniccommerce,

becausethecostsandbenefitshavebeenhardtoquantify.Costs,whichareafunctionof
technology,can change dramatically even during short灢lived electronic commerce
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implementationprojectsbecausetheunderlyingtechnologiesarechangingsorapidly.
Manyfirmshavehadtroublerecruitingandretainingemployeeswiththetechnological,

design,andbusinessprocessskillsneededtocreateaneffectiveelectroniccommerce
presence.

AnotherproblemfacingfirmsthatwanttodobusinessontheInternetisthedifficulty
ofintegrating existing databases and transaction灢processing software designed for
traditionalcommerceintothesoftwarethatenableselectroniccommerce.Althougha
numberofcompaniesoffersoftwaredesignandconsultingservicesthatpromisetotie
existingsystemsintonewonlinebusinesssystems,theseservicescanbeexpensive.

Inadditiontotechnologyandsoftwareissues,manybusinessesfaceculturalandlegal
obstaclestoconductingelectroniccommerce.Someconsumersarestillfearfulofsending
theircreditcardnumbersovertheInternetandhavingonlinemerchants灢merchantsthey
havenevermet灢knowsomuchaboutthem.Otherconsumersaresimplyresistanttochange
andareuncomfortableviewingmerchandiseonacomputerscreenratherthaninperson.
Thelegalenvironmentinwhichelectroniccommerceisconductedisfullofunclearand
conflictinglaws.In many cases,government regulators have not kept up with
technologies.Lawsthatgoverncommercewerewrittenwhensigneddocumentswerea
reasonableexpectationinanybusinesstransaction.However,as morebusinessesand
individualsfindthebenefitsofelectroniccommercetobecompelling,manyofthese
technologyandculture灢relateddisadvantageswillberesolvedorseemlessproblematic.
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ReadingMaterials

ITProducingIndustries—HopefulSighsin2003

Aftertwo years ofretrenchment,IT灢producingindustries now show signs of
resumingthedynamicroletheyplayedduring1996—2000.Basedonevidencethroughthe
thirdquarterof2003,weestimatethat,during2003,IT灢producingindustries,which
accountforabout8percentofU.S.GDP,contributed0.8percentagepointsofthe
estimated2.9percentrateofrealU.S.economicgrowth.

PublisheddataonrecentspendingforITgoodsandservices,andourestimatesofIT
production for 2002 and 2003 indicate: (1) while computer and semiconductor
manufacturershavebeguntoreboundfrom majoroutputlossessufferedin2001—2002,

communicationsequipmentmakersshowcontinuedweakness;(2)ITserviceindustries,

whichgrewfasterthanITmanufacturingindustriesduring1996—2000,continuedtogrow
duringtheeconomicslowdownof2001—2002thoughatareducedrate,andcontributedto
themildnessoftherecession;and (3),in2003,ITproducingindustriesbecameonce
againanimportantingredientinanoverallU.S.economicexpansion.

Thefollowingsectionsexamine:thegrowthandrecompositionofoutputofIT
industries;recentindicatorsofincreasing demandforIT goodsandservices (i.e.,

investmentpatternsand manufacturers狆shipments,new ordersandinventories);IT
industries狆contributionstooutputgrowth;andITindustries狆contributionto U.S.
researchanddevelopmentspending.

ITProducingIndustriesWeathertheRecessionandRecoverSlowly

Onaverage,between1996and2000,ITproducingindustries,whichrepresented
between8and9percentoftheeconomy,4supplied1.4percentagepointsoftheNation狆s
4.6percentannualaveragerealGDPgrowth.5In2001,IT灢producingindustriesgrewa
scant0.9percent,thoughinarecessionyearthat wasstillenoughtoaccountfor
practicallyalloftheNation狆s0.3percenteconomicgrowth.Overall,continuedstrengthin
IT producingindustries,particularly communications services,helped to keep the
recessioncomparativelymild.

In2002,theU.S.economygatheredmomentum,growingatover2percent.Unlike
the1996—2000period,however,developmentsinITproducingindustrieswerenota
drivingforce.Lossesintheseindustries,whichhadbegunin2001,acceleratedin2002;in
thesectorasawhole,revenuesdeclinedalmostasrapidlyinthesetwoyearsastheyhad
increasedinthepriorfour.Thepoorshowingwasduelargelytotheslowrecoveryof
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businessspendingforcapitalequipment.Unliketheinvestment灢ledexpansionof1996—

2000,growthin2002wasdrivenmainlybyincreasesinpersonalconsumption,changesin
privateinventories,andgovernmentspending.AlmostnoneoftherealgrowthoftheU.S.
economyin2002reflectedoutputgrowthfromtheIT灢producingindustries.

Happily,theinvestmentpicturehasbeguntochange.Recentevidenceindicatesthat
businessesareonceagaininvestinginITcapitalequipment.However,thepatternof
recoveryin2003contrastswithexperiencein1996—2000.Inthegoodsproducingsector,

renewedstrengthisconcentratedincomputersandsemiconductors;whileshipmentsof
communicationsequipmenthavecontinuedtodecline.

TheservicesandsoftwarecomponentoftheIT灢producingsector—whichcontinuedto
growduringtheeconomicslowdownof2001andtheslowlydevelopingrecoveryof2002—

continuedtogrow as wellin2003.ButbecauseIT serviceindustries weatheredthe
recessionanditsaftermathwithoutsharplydecliningoutput,theyareunlikelytorebound
tothedoubledigitgrowthratesachievedduring1997—2000asthecurrentrecoverygains
strength.(Apossibleexceptionisthecommunicationsservicesindustry,whichappeared
togrowataboutthesameratein2003asitdidduring1997—2000.)

Asaconsequenceofcontinued,ifslowergrowthinITserviceindustries,andthe
periodofnegativegrowthinITgoodsindustries,thecompositionofIT灢producingindustry
outputhasbecomesignificantlymoreconcentratedinservices.In1996,ITsoftwareand
computerservicesandcommunicationsservicesrepresentedabout59percentofthetotal
output(nominaldollars)ofIT灢producingindustries.Weestimatethatin2003,theoutput
shareofsoftwareandITservicesindustriesincreasedto71percent.

TheshifttowardservicesinthecompositionofIToutputsuggeststhatfuturegrowth
intheITsectormaybemoremodestandlessvolatilethaninthepast.Weestimatethat,

between2001and2003,theoutputoftheITSoftwareandComputerservicessector,on
average,increasedby1.3percentperyear.TheIT Communicationsservicessector
increased,onaverage,4.8percentperyear.Incontrast,outputgrowthintheIT
HardwareandIT Communicationsequipmentsectorsfluctuated between double灢digit
declinesandsingle灢digitincreases.

OurestimatesofIT灢producingindustries狆2003outputarebasedonavailablefirst灢,

second灢,andthird灢quarterdataondemandforIT goodsandservices,andindustry
productionindicatorsthroughthefirstninemonthsoftheyear.Thissectionofthechapter
andtheonethatfollowslookatavailabledemanddataandproductionindicators.Athird
sectionusesthesedataandindicestoestimatetheperformanceofITproducingindustries
fortheyearasawhole.

FromDigitalEconomy2003ofU.S.DepartmentofCommerce.
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