
Chapter 1 

 

SOWT 

 

1. Discuss the relative size of electronic commerce elements and what elements comprise the overall 

business processes. 

 

 



2. Explain what a business process is. 

 

The group of logical, related, and sequential activities and transactions in which businesses 

engage are often collectively referred to as business processes 

 

Chapter 2 

1. Explain the differences between the following, public network, private network, virtual network, extranet 

and intranet. 

 

A public network is any computer network or telecommunications network that is available 

to the public 

 

A private network is a leased-line connection between two companies that physically 

connects their computers and/or networks to one another 

 

virtual private network (VPN) is a connection that uses public networks and their protocols to 

send data in a way that protects the data as well as a private network would, but at a lower 

cost 

 

An internet that does not extend beyond the boundaries of a single organization is often 

called an intranet 
 

An extranet was originally defined as an intranet that had been extended to include specific 

entities outside the boundaries of the organization, such as business partners, customers, or 

suppliers 
 

2. List and discuss the various internet protocols covered 

TCP/IP 

The TCP controls the disassembly of a message or a file into packets before it is transmitted 

over the Internet, and it controls the reassembly of those packets into their original formats 

when they reach their destinations. The IP specifies the addressing details for each packet, 

labeling each with the packet’s origination and destination addresses. Soon after the new 

TCP/IP protocol set was developed, it replaced the NCP that ARPANET originally used. 

 

Internet protocol 

The version of IP that has been in use since 1981 on the Internet is Internet Protocol version 4 

(IPv4) 
 



Simple Mail Transfer Protocol (SMTP) specifies the format of a mail message and describes 

how mail is to be administered on the e-mail server and transmitted on the Internet. An e-mail 

client program running on a user’s computer can request mail from the organization’s e-mail 

server using the Post Office Protocol (POP). A POP message can tell the e-mail server to 

send mail to the user’s computer and delete it from the e-mail server; send mail to the user’s 

computer and not delete it; or simply ask whether new mail has arrived. POP provides 

support for Multipurpose Internet Mail Extensions (MIME), a set of rules for handling binary 

files, such as word-processing documents, spreadsheets, photos, or sound clips that are 

attached to e-mail messages. 

 

he Interactive Mail Access Protocol (IMAP) performs the same basic functions as POP, but 

includes additional features. For example, IMAP can instruct the e-mail server to send only 

selected e-mail messages to the client instead of all messages 
 

Hypertext Transfer Protocol (HTTP), which was developed by Tim Berners-Lee in 1991. 

When a user types a domain name (for example, www.yahoo.com) into a Web browser’s 

address bar, the browser sends an HTTP-formatted message to a Web server computer at 

Yahoo! that stores Web page files. The Web server computer at Yahoo! then responds by 

sending a set of files (one for the Web page and one for each graphic object, sound, or video 

clip included on the page) back to the client computer. These files are sent within a message 

that is HTTP formatted. 
 

The combination of the protocol name and the domain name is called a Uniform Resource 

Locator (URL) because it lets the user locate a resource (the Web page) on another computer 

(the Web server). 
 

Hypertext Markup Language (HTML), the language used for the creation of Web pages. The 

hypertext server is connected through the Internet to other computers that can connect to the 

hypertext server and read those HTML files. Hypertext servers used on the Web today are 

usually called Web servers 

  

 

3. Explain the differences between: 
a. Proprietary and open architectures. 
b. Symmetric and Asymmetric bandwidth connections. 

. In the early days of computing, each computer manufacturer created its own protocol, so 

computers made by different manufacturers could not be connected to each other. This 

practice was called proprietary architecture or closed architecture. NCP was designed so it 

could be used by any computer manufacturer and was made available to any company that 

wanted it. This open architecture philosophy that was developed for the evolving ARPANET, 

which later became the core of the Internet, included the use of a common protocol for all 

computers connected to the Internet and four key rules for message handling: 

 

 

4. Explain what upstream bandwidth is and provide an alternative name. 



Upstream bandwidth, also called upload bandwidth, is a measure of the amount of 

information that can travel from the user to the Internet in a given amount of time. 

 

 

 

 

 

 

Chapter 3 

 

1. Discuss different e-business revenue models and give examples of each 
Web catalog revenue model 

 

Fee for Service Revenue model 

 

Fee for transaction Revenue model 

 

Fee for content 

 

Advertisement 

 

2.  
Discuss the objectives and strategies that could be deployed to create an effective business presence 
online. 

 

 
 

 



 

 

 

 

 

 

 

 

 

3. Describe customer-centric web site design guidelines. 

 
 

4. Provide the objectives and relevant strategy to ensure creation of an effective website that meets the 
objectives set out by the business or organization. 

 

 

5. Explain how Levi Strauss and Maytag handled the issues of channel conflict and cannibalization to 
eventual success. 
t includes a Store Locator link that helps customers find a nearby store if they want to 

buy in person 

6. Give an example of Channel cooperation and how it benefited both the online and physical stores. 
 

By making adjustments in the managers’ compensation and bonus plans, Eddie Bauer was 

able to convince all of the managers to support the Web site. The retail store managers were 

credited with an inventory and labor cost allowance for each Web site return they handled. 

The catalog division managers were given a credit for existing catalog customers who 

purchased goods from the Web site. By giving their customers access to the company’s 



products through a coordinated presence in all three distribution channels, Eddie Bauer was 

able to increase overall sales to those customers. This type of solution is called channel 

cooperation. 

 

7. Give an example of a strategic alliance and how it can benefit both companies. 
As you learned in Chapter 1, when two or more companies join forces to undertake an 

activity over a long period of time, they are said to create a strategic alliance. When 

companies form a strategic alliance, they are operating in the network form of 

organization that you learned about in Chapter 1. Companies form strategic alliances 

for many purposes. An increasing number of businesses are forming strategic 

alliances to sell on the Web. For example, the relationships that Levi’s created with its 

retail partners by giving them space on the Levi’s Web site to sell Levi’s products is 

an example of a strategic alliance. 

Amazon has forged a number of strategic alliances with existing firms over the years 

to sell clothing (with Target), music CDs (with CDnow), and other products. Amazon 

has also formed strategic alliances with many smaller companies to offer their 

products for sale on the Amazon Web site. 

 

 

 
8. Discuss the concerns luxury goods sellers have about offering their products online. 

luxury brand Chanel, which launched its retail site in 2010, and Calvin Klein do not 

offer all of their products online. Chanel sells fragrance and skincare products online 

but not its clothing lines. Calvin Klein does not sell its couture line online, but it does 

sell its ready-to-wear lines on its Web site. 

 

 
9. Explain what an overstock strategy is and how is applied. 

n the fast-changing clothing business, retailers have always had to deal with the problem 

of overstocks—products that did not sell as well as hoped. Many retailers use outlet stores 

to sell their overstocks. Lands’ End found that selling overstock items as clearance 

specials on its Web site worked so well that it was able to close some of its physical outlet 

stores. Many other retailer Web sites include a link to separate sections for overstocks or 

clearance sales of end-of-season merchandise. 

An online overstocks store works well because it reaches more people than a physical 

store and it can be updated more frequently than a printed overstocks catalog. 

Overstocks and clearance sale pages have become a standard element of clothing 

retailers’ Web sites and some, such as Overstock.com, are devoted entirely to the sale 

of overstocked items purchased from other retailers. 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

Chapter 4 

 

 

1. 1. Marketing classes regularly split essential issues into “four P’s of marketing”. Explain what each one 
is and how it contributes to marketing strategy 
Product is the physical item or service that a company is selling. Elements such as 

quality, design, features, characteristics, and even the packaging make up the product. 

These intrinsic characteristics of the product are important, but customers’ 

perceptions of the product, called the product’s brand, can be as important as the 

actual characteristics of the product. 

The price element of the marketing mix is the amount the customer pays for the 

product. 

 

Promotion includes any means of spreading the word about the product. It requires 

decisions about advertising, public relations, personal selling, and overall promotion 

of the product. On the Internet, possibilities abound for communicating with existing 

and potential customers. In this chapter, you will learn how organizations use their 

Web sites, e-mail strategies, and social media as communication tools for promoting 

their products and services. 

 

The issue of place (also called distribution) is the need to have products or services 

available in many different locations. The problem of getting the right products to the 

right places at the best time to sell them has plagued companies since commerce 

began. Although the Internet does not solve all of these logistics and distribution 

problems, it can certainly help. 

 

 



 

 

 

 

 

 

2. Explain the differences between Product-Based marketing strategies and Customer Based Marketing 
Strategies. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

Chapter 5 

 
1. Explain why flexibility is an important characteristic of lf purchasing, logistics and support activities. 

A purchasing or logistics strategy that works this year may not work next year. Fortunately, 

economic organizations are evolving from the hierarchical structures used since the Industrial 

Revolution to new, more flexible network structures. These network structures are, in many 

cases, made possible by the transaction cost reductions that companies realize when they use 

Internet and Web technologies to carry out business processes 

  
2. Explain what the below terms mean in the context of a local South African e-commerce business. 

a. Outsourcing 

 
 
b. Offshoring 
c. Business process offshoring 

For example, Apple or Motorola would offshore the manufacture of their U.S.-

designed mobile phones by having them manufactured and assembled in less-

developed Asian countries. The Internet has enabled companies to do the same thing 

with many of their nonmanufacturing activities as well. 

Today, many companies perform functions such as purchasing, research and 

development, recordkeeping, and information management at lower-cost locations 

around the world. This type of offshoring is often called business process offshoring 
 



 
d. Impact sourcing / smart sourcing. 
 

Offshoring that is done by or through not-for-profit organizations who use the 

business activity to support training or charitable activities in less-developed parts of 

the world (such as the organizations described in the opening case for this chapter) is 

sometimes called impact sourcing or smart sourcing. 
 
3. Explain what Purchasing activities are and give an example in context of a local e-commerce store. 
 

Purchasing activities include identifying and evaluating vendors, selecting specific 

products, placing orders, and resolving any issues that arise after receiving the ordered 

goods or services.  
 
4. What is a purchasing department’s role inside of a supply chain? 

The Purchasing Department within most companies traditionally has been 

charged with buying all of these components at the lowest price possible. 

Usually, Purchasing staff did this by identifying qualified vendors and asking 

them to prepare bids that described what they would supply and how much 

they would charge. The Purchasing staff would then select the lowest bid that 

still met the quality standards for the component. This bidding process led to a 

very competitive environment with a large number of suppliers; this process 

focused excessively on the cost of individual components and ignored the total 

supply chain costs, including the cost to the manufacturing organization of 

dealing with such a large number of suppliers. As you learned in Chapter 1, 

many managers call this function “procurement” instead of “purchasing” to 

distinguish the broader range of responsibilities. Procurement generally 

includes all purchasing activities, plus the monitoring of all elements of 

purchase transactions. It also includes managing and developing relationships 

with key suppliers. 

Another term that is used to describe procurement activities is supply 

management. In many companies, procurement staff must have high levels of 

product knowledge to identify and evaluate appropriate suppliers. The part of 

procurement activity devoted to identifying suppliers and determining the 

qualifications of those suppliers is called sourcing. In Chapter 1, you learned 

that the use of Internet technologies in procurement activities is called e-

procurement. Similarly, the use of Internet technologies in sourcing 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Chapter 6 

 
1. Discuss what a Business to Business reverse auction is and its pros and cons. 

 

Many of these marketplaces include auctions and reverse auctions. Glass and building 

materials producer Owens Corning uses reverse auctions for items ranging from chemicals 

(direct materials) to conveyors (fixed assets) to pipe fittings (MRO). Owens Corning even 

held a reverse auction to buy bottled water. The company found that asking its suppliers to 

bid has reduced the cost of items purchased in reverse auctions by an average of 10 percent. 

Because Owens Corning buys billions of dollars’ worth of materials, fixed assets, and MRO 

items each year, the potential for cost savings is significant. Both the U.S. Navy and the 

federal government’s General Services Administration use reverse auctions to acquire some 

of the billions of dollars’ worth of materials and supplies they purchase each year. Other 

companies that use reverse auctions include Agilent, Bechtel, Boeing, Raytheon, and Sony. 

Not all companies are enthusiastic about reverse auctions, however. Some purchasing 

executives argue that reverse auctions cause suppliers to compete on price alone, which can 

lead suppliers to cut corners on quality or miss scheduled delivery dates. Others argue that 

reverse auctions can be useful for nonstrategic commodity items with established quality 

standards. Companies that have considered reverse auctions and decided not to use them 

include Cisco, Cubic, IBM, and Solar Turbines. 

With compelling arguments on both sides, the advisability of using reverse auctions can 

depend on specific conditions that exist in a given company. For example, in some industry 

supply chains, the need for trust and long-term strategic relationships with suppliers makes 

reverse auctions less attractive. In fact, most purchasing managers today work to build trust-

based relationships that can endure for many years. Using reverse auctions replaces trusting 

relationships with a bidding activity that pits suppliers against each other and is seen by many 

purchasing managers as a step backward. 

In some industries, suppliers are larger and more powerful than the buyers. In those 

industries, suppliers simply will not agree to participate in reverse auctions. If enough 
 
 
2. Define an auction escrow service and give an example in a local context. 
 

An escrow service is an independent party that holds a buyer’s payment until the buyer 

receives the purchased item and is satisfied that the item is what the seller represented it to be 
 
3. Define 4 Supply chain Characteristics that both support and discourage reverse auctions (8 in 
total) 
 
 
4. Describe the use of auction software and how it can be beneficial for auction sellers and buyers. 

For sellers, these companies offer software and services that can help with or automate tasks 

such as image hosting, advertising, page design, bulk repeatable listings, feedback tracking 

and management, report tracking, and e-mail management. Using these tools, sellers can 

create attractive layouts for their pages and manage hundreds of auctions. 



For buyers, a number of companies sell auction sniping software. Sniping software observes 

auction progress until the last second or two of the auction clock. Just as the auction is about 

to expire, the sniping software places a bid high enough to win the auction (unless that bid 

exceeds a limit set by the sniping software’s owner). The act 

of placing a winning bid at the last second is called a snipe 

 

 
Chapter 8 
1. Describe how some companies have minimized the impact of their datacentres on the environment. 

Large computers generate tremendous amounts of heat. Efforts to reduce the environmental 

impact of large computing installations are called green computing. Companies that operate 

large numbers of Web server computers are finding some very interesting ways to minimize 

the impact of using so much electricity and the heat that it generates. 

In 2009, Google opened a server facility in Finland in a building that was previously used as 

a paper mill. This installation is located near the coastline and is built over granite tunnels 

that draw in seawater that Google uses instead of electric-powered air conditioning to 

dissipate the heat generated by the servers. The low average temperatures in Finland reduce 

the overall need for cooling as well. 

 

Facebook operates a Web server facility in Lulea, Sweden (which is just 60 miles south of the 

Arctic Circle) that uses the outside air to cool its servers. A nearby river has a dam with 

hydroelectric power generators that provide inexpensive electricity to operate the servers 

themselves. 

Hewlett-Packard uses cool air available in the high altitudes of the Rocky Mountains in its 

Fort Collins, Colorado, server facility. FedEx and Harris Corporation have also used natural 

cooling in their U.S. Web server installations. 

All of these efforts reduce the impact that online businesses have on the planet’s limited 

energy resources. They can also provide substantial energy cost savings for the companies 

that use these strategies. 
 
 
 
2. Explain what benchmarking is in the context of Web Server performance and what factors should be 
evaluated. 

 

enchmarking, in this context, is testing that is used to compare the performance of hardware 

and software. 

Elements affecting overall server performance include hardware, operating system software, 

server software, connection bandwidth, user capacity, and type of Web pages being delivered. 

The number of users the server can handle is also important. This can be difficult to measure 

because both the bandwidth of the Internet connection and the sizes of the Web pages 

delivered can affect that number. Two factors to evaluate when measuring a server’s Web 

page delivery capability are throughput and response time. Throughput is the number of 

HTTP requests that a particular hardware and software combination can process in a unit of 

time. Response time is the amount of time a server requires to process one request. 



One way to choose Web server hardware configurations is to run tests on various 

configurations, which can be difficult for equipment not yet purchased. Independent testing 

labs such as Mindcraft test software, hardware systems, and network products for users. Its 

site contains reports that compare combinations of application server platforms, operating 

systems, and Web server software products. A not-for-profit company that develops 

benchmarks for servers is the Standard Performance Evaluation Corporation. 

Companies that operate more than one Web server must decide how to configure servers to 

provide the best service possible. The various ways that servers can be connected to each 

other and to related hardware, such as routers and switches, are called server architectures. 

 

 
Chapter 9 
1. Describe what catalogue display software is and the differences between static and dynamic 
catalogues. 
 

A static catalog is a simple list, tagged with HTML codes, that can be displayed on a single 

Web page or a series of related Web pages. This simple list approach can provide a short 

description and perhaps a photo of each item offered for sale. To add an item, delete an item, 

or change an item’s listing, the company must edit the HTML-tagged text in one or more 

files. Since this can become a cumbersome process when the number of items grows beyond 

a few hundred, most online businesses use a dynamic catalog. 

 

A dynamic catalog stores the information about items in a database, usually on a separate 

computer, which is accessible to the server that is running the Web site itself. A dynamic 

catalog can feature multiple photos of each item, detailed descriptions, and can include a 

search tool that allows customers to search for an item and determine its availability. 

Dynamic catalog software is often included in the more comprehensive electronic commerce 

software packages; however, some companies write their own software to link their existing 

databases of product information to their Web sites. Both types of catalog functions (static 

and dynamic) are located in the third tier of the three- tier Web site architecture that you 

learned about in Chapter 8. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



2. Explain how Shopping Cart Software has evolved from the early days of electronic commerce and how 
todays approach is more beneficial. 

 

In the early days of electronic commerce, shoppers selected items they wanted to purchase by 

filling out online forms, a process that required a shopper to type in product descriptions and 

item numbers, along with other information, into online ordering systems. This was awkward 

to use and error-prone for customers ordering more than one or two items at a time. Today, 

shopping carts are the standard method for processing sales online. As you learned in Chapter 

4, a shopping cart, also called a shopping bag or shopping basket, keeps track of the items 

customers have selected and allows customers to view the contents of their carts, add new 

items, or remove items. To order an item, the customer simply clicks a button or link near the 

item’s description that indicates “add to cart” or 

similar language. All of the details about the item, including its price, product number, and 

other identifying information, are stored automatically in the cart. A good shopping cart 

allows the customer to view the cart’s contents and remove the unwanted items at any time 

during the session by providing a link to the cart on every page displayed during the shopping 

process. When the customer is ready to conclude the shopping session, the click of a button 

takes the customer to a series of checkout screens that lead to execution of the purchase 

transaction. Figure 9-1 shows a typical shopping cart page at a site that sells tools. 

 

 

 
Chapter 10 
1. What was the “Orange Book” and what rules did it provide for access control? 

Many computer security techniques were developed by the U.S. Department of Defense, 

including Trusted Computer System Evaluation Criteria (known as the “Orange Book” 

because its cover was orange), first issued in the late 1970s. It spelled out rules for access 

control; including the separation of confidential, secret, and top secret information; and 

established criteria for certification levels for computers ranging from D (not trusted to 

handle multiple levels of classified documents at once) to A1 (the most trustworthy level). 

When businesses began using computers, they adopted these military security methods, 

which included physical controls over access to computers such as alarmed doors, guards, 

security badges, and surveillance cameras. Back then, people used terminals to access large 

computers and there were few computer networks. Networks that did exist did not extend 

outside the organization to which they belonged. Thus, computer security could be 

accomplished by managing the activities of the few people who had access to terminals or the 

computer room. Today, the population of computer users and the number of ways those users 

access computing resources have increased tremendously. Furthermore, computers are now 

transmitting valuable information such as electronic payments, purchase orders, order 

confirmations, and authorization for large financial transactions. All of these factors have 

made the need for comprehensive security risk controls more important than ever. 

  
 
 
2. How was early security measures put in place to achieve computer security? 
 



controls over access to computers such as alarmed doors, guards, security badges, and 

surveillance cameras. Back then, people used terminals to access large computers and there 

were few computer networks 
 
3. What are the differences between physical and logical security? 
 
Physical doors 
Logical passwords 
 
4. Illustrate the risk management model and explain how it is used. 

 
 
5. What are the differences between hackers and crackers and the different “hats” hackers wear? 
 
 

A cracker is a technologically skilled person who uses his or her skills to obtain unauthorized 

entry into computers or network systems—usually with the intent of stealing information or 

damaging the information, the system’s software, or even the system’s hardware. Originally, 

the term hacker was used to describe a dedicated programmer who enjoyed writing complex 

code that tested the limits of technology. Although the term hacker is still used in a positive 

way by computer professionals who make a strong distinction between the terms hacker and 

cracker, the media and the general public usually use the term to describe those who use their 

skills for ill purposes. Some people also use the terms white hat hacker and black hat hacker 

to make a distinction between good hackers and bad hackers 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
6. Describe the 3 main elements of computer security. 

Secrecy refers to protecting against unauthorized data disclosure and ensuring the 

authenticity of the data source. 

Integrity refers to preventing unauthorized data modification.  

Necessity refers to preventing data delays or denials (removal). Integrity threats are reported 

less frequently and are less well known to the general public 

 
 

 
 
7. What sort of policy should be created if an organization is concerned about protecting its e-commerce 
assets? 
 
SECURIY POLICY  
 
8. Give the four steps needed to be taken when designing such a policy. 

 

1. Determine which assets must be protected from which threats. For example, a company 

that stores customer credit card numbers might decide that those numbers are an asset that 

must be protected. 

2. Determine who needs access to various parts of the system or specific information assets. 

Some of those users might be located outside the organization (for example, suppliers, 

customers, and strategic partners). 

3. Identify resources available or needed to protect the information assets while ensuring 

access by those who need it. 

4. Using the information gathered in the first three steps, the organization develops a written 

security policy. 

 



 
Chapter 11 
1. Digital cash has become an increasingly popular buzzword in recent years. Explain what Digital cash is 
and how it is used in transactions to prevent fraud. 

digital cash (also called e-cash or electronic cash) is a general term that describes any value 

storage and exchange system created by a private (nongovernmental) entity that does not use 

paper documents or coins and that can serve as a substitute 

for government-issued physical currency. 

 

 
 
 
2. Explain what Bitcoin is and how it works. 

Bitcoin uses an online ledger book in which each participant’s balance is public information 

and transactions are recorded between anonymous individuals. Participants’ network 

addresses are confirmed using public-key cryptography, which maintains their anonymity. 

Because Bitcoin is an encrypted form of currency, it is sometimes called a cryptocurrency. 
 
3. What are some of the concerns regarding digital cash? 
 

Concerns about digital cash include privacy and security, independence, portability, and 

convenience. Users of digital cash want to know whether transactions are vulnerable and 

whether the electronic currency can be copied, reused, or forged. Two characteristics of 

physical currency are important to have in any digital cash implementation. First, it must be 

impossible to spend digital cash more than once, just as with traditional currency. Second, 

digital cash ought to be anonymous, just as currency is 

  
 
4. Give some examples of companies that operate digital cash systems. 
 

TigerDirect.com and WordPress Bitcoin 
 
5. Explain what double spending is and how it can be prevented. 
 

Double spending is spending a particular piece of digital cash twice by submitting the same 

electronic currency to two different vendors 

  

The main deterrent to double spending is the threat of detection and prosecution. Thus, digital 

cash must be traceable back to its origin. A two-part lock provides anonymous security but 

signals when someone is attempting to double spend cash. When a second attempted 

transaction is made with the same digital cash, the system must detect and prevent that 

transaction. Figure 11-4 shows a graphic representation of this double-spending detection 

process. 

 
 
 
 



 
5. Give some advantages and disadvantages of digital cash. 

• Digital cash transactions can be more efficient (and therefore less costly) than 

other payment methods because these transfers occur on the Internet, which is 

an existing infrastructure. 

• ‘Money laundering is a technique used by criminals to convert money that 

they have obtained illegally into cash that they can spend without having it 

identified as the proceeds of an illegal activit 

 

 

 
Chapter 12 
1. Describe tangible and intangible benefits of e-commerce initiatives. 

tangible, and easy to measure. These include such things as increased sales or reduced costs. 

Other benefits are intangible and can be much more difficult to identify and measure, such as 

increased customer satisfaction.  
 
2. How can companies set and measure goals to define their success in their e-commerce pursuits? 

hey can measure with market research surveys and opinion polls 

. 
 
 
3. Give some examples of e-commerce initiatives and the common measurements that can be used to 
gauge the benefits. 

 
 
 
 



4. Explain the difficulties in estimating costs for e-commerce projects. 
 

because Web development uses hardware and software technologies 

that change even more rapidly than those used in other information technology 

projects, managers often find that their experience does not help much when they are 

making estimates.  
 
5. What is the TCO for a project and what is included in it? 
 

Many organizations now track costs by activity and calculate a total cost for each 

activity. These cost numbers, called total cost of ownership (TCO), include all costs 

related to the activity. Increasing some costs can reduce other costs, so most managers 

find the TCO of a project to be a more appropriate focus for their cost control efforts 

than the individual elements of the project’s cost 

. 
 
6. What is an opportunity cost and why are they important 

e foregone benefits that a company could have obtained from an electronic commerce 

initiative that they chose not to pursue are costs. Managers and accountants use the 

term opportunity cost to describe such lost benefits from an action not taken. 

Opportunity costs of not undertaking an online business initiative could include the 

value of customers never obtained, sales not made, suppliers not identified, or cost 

reductions not achieved in the company’s supply chain 

 


