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E-Marketplace Infrastructure Spending
Expected at $80.9 Billion by 2004

ompanies in the United States providing technological
C services for business-to-business (B2B) Internet market-
places should prosper over the next few years as more

physical stores move their supply chains online, according
to anew report by Jupiter Research.

Jupiter’ s" MarketAccess Report on Net Market I nfrastructure” con-
cludes that B2B Internet (Net) market infrastructure spending in the
United Stateswill skyrocket from $2.1 billion in 2000 to $80.9 billion
by 2005. Burgeoning private Net markets will drive much of the
future spending on technology and services required to integrate an
enterprise’ s business partnersinto a collaborative commerce environ-
ment, the report adds.

“The shift toward Net markets by many brick-and-mortar busi-
nesses brings to light many significant back-end integration issues,”
said Marc Harrison, research director of Jupiter’ s custom strategy and
research group. “This trandates to huge revenue opportunities for
technology and services enablers, something we will see even more of
as these marketplaces reach the next level of maturity.”

Thereport estimatesrevenuesfor six technology and servicescate-
gories sold into Net markets — trading systems, marketing systems,
collaboration systems, decision support servicesbusinessintelligence
applications, enterpriseresource planning (ERP) and customer relation-
ship management (CRM) applications, and systems integration/
application serviceproviders. It alsoidentifiesthree phasesof develop-
ment that are common for al Net markets:

»  Buy side aggregation — Buyers require relevant content.
* Red-timeavailability — Focus shiftsto supply sideintegration and
advanced functionality.

Transaction Processing * Security & Encryption « EDI « EFT
Regulation & Taxation * Standards * Applications * Digital Cash




January 16, 2001

HOUSE COMMERCE PANELS RESHUFFLED; NEW CHAIRMEN NAMED

Under a Republican reorganization plan announced Jan. 11, the House Commerce Committee’s former
telecommunications, trade, and consumer protection subcommittee will be split into the telecommunications
subcommittee and the commerce, trade, and consumer protection subcommittee. Rep. Fred Upton (R-MI) will
chair the telecommunications panel, while Rep. Cliff Stearns (R-FL) has been tapped by new Commerce Com-
mittee Chairman Rep. W.J. “Billy” Tauzin (R-LA) to be chairman of the consumer protection subcommittee.

“Under this proposal, we will have an opportunity to showcase the diversity and talent on our committee,”
Tauzin said Jan. 11 in announcing his choices for subcommittee chairmen. Committee Republicans are expected
to vote on his recommendations when Congress reconvenes later this month.

For Stearns, who had hoped to take the telecommunications panel gavel, the GOP sweetened his “consolation
prize” by moving Internet and medical privacy issues under the purview of his subcommittee. The new commerce,
trade, and consumer protection panel also will have jurisdiction over interstate and foreign commerce, consumer affairs
issues and “regulation of commercial practices [the Federal Trade Commission],” the Commerce Committee said.

Rather than return to his former post as chairman of the Commerce oversight and investigations subcommittee,
Upton made a late push for the gavel on the higher-profile telecommunications subcommittee, sources said.
“The issues the subcommittee faces are the wave of the future and will have a direct impact on the daily lives of
every American,” Upton said. “I'm excited to work on issues like technology in the classroom and telemedicine.”

Meanwhile, a new committee assignment plan unveiled by Senate leadership would expand the Commerce,
Science, and Transportation Committee by two seats, to 22 sitting members. Eleven Republicans and nine
Democrats sat on the Commerce Committee during the 106th Congress.

The Democratic party will pick up two additional seats on the Commerce Committee, thanks to a “power
sharing” plan that calls for an even 50-50 split on all Senate committees in the 107th Congress. New committee
Democrats are Sens. Barbara Boxer (CA), John Edwards (NC) and Jean Carnahan (MO). Former Commerce
Committee Democrat Richard Bryan (NV) retired last year. The Democratic committee assignments are expected
to be ratified by the full Democratic Caucus later this month, Senate Democratic leader Thomas Daschle (SD) said.

The Republican party had to fill four Commerce Committee seats because of three election casualties and
the departure of Bill Frist (TN) from the committee. The new GOP members are Sens. Gordon Smith (OR),
Peter Fitzgerald (IL), and freshmen Sens. John Ensign (NV) and George Allen (VA). Subcommittee assignments
and chairmen selections are expected “in the near future,” the Commerce Committee said.

*  Value-added transactions— Decis on support
systems and new revenue sources arecritical
to long-term viability and success.

While the current economic downturn has
been deadly for many dot.com companies, it could
serve asaboon for Net market services. “During
an economic dowdown, businesses look to in-
crease efficiency through shortened product
development cycles, collaboration and lowered
product costs through better planning,” Harrison
said. “Net markets provide businessesthevehicle
to createtheseefficienciesby forming closer, more
realigtic relationshipswith their trading partners.”

Thereport gatesthat in the early days of Net
markets, technology service vendors created
packaged software to power these marketplaces.

However, today’ sNet marketsdemand new func-
tiondity and technology service companies are
trying to predict what Net markets will want in
the longer term, Jupiter Research adds.

Consider the Whole Network

Another key consideration for B2B e-mar-
ketplaces going forward will be adding services
other than the usual supply chain participants. A
new report by Forrester Research BV emphasizes
the importance of what it calls “network supply
chains(NSCs).”

“Companies are struggling with outdated in-
formation and planning discontinuitiesacrosstheir
supply chain,” said CharlesHoms, senior anayst

See E-MARKETPLACES, p. 10
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Investing Sites Urged
To Improve Information

When it rains, it pours. While e-commerce
stock prices have tumbled over the past severa
months (see story, p. 14), online investing Web
stes have lost much of their following as well.
However, much of the dissatisfaction ssemsfrom
the absence of critical, up-to-date financid infor-
mation for investors from these sites, according
to anew report from cPulse LLC.

While 16 percent of userssaid they wereloyd
to a particular investing content-based site last
summer, that rate dipped to 10 percent by theend
of September, thereport Sates. Inaddition, 40 per-
cent of userswere “extremely satisfied” with the
onlineinvesting sites at the beginning of thethird
quarter, whilelessthan 32 percent said they were
“extremdly satisfied” by the end of the quarter.

“It appearsthat swingsinthemarket over the
last three quarters have caused consumers to be
even hungrier for up-to-date, fact-rich research that
could helpguidetheir financia decision-making,”
said EricRudich, analyst for cPulse. “Wenoticed
that as the market worsened, consumers became
increasingly critical of the sitesthey relied on for
financia support.”

The cPulsestudy cited irrelevant information
asthe leading cause of customer dissatisfaction,
followed by poor content organization and diffi-
cult navigation. Loydigs to an investment site
most often seek fresh updates, complete histori-
cal information and relevant content.

“As the bubble broke in the high-tech arena
and in overvalued stocks in general, consumers
flocked to certainfinancia sitesinincreasing num-
bers,” added Jody Dodson, executive vice presi-
dent for cPulse. “Apparently consumers were
demanding more and more of their financial
stes, and they became more than just a place to
check stock quotes or make purchases. Those
Sites not keeping up with consumer demands by
providing rich research and up-to-the-minute
advice and content received poor scores from
consumer investors.”

GETTING INTOUCH

Contact Editor Jerry Ashworth
by e-mail at jashworth@tr.com.

Dodson told REC that although many
investors are dissatisfied with their usua invest-
ment sites, few have switched to another one
becausethey are“trapped.” “There sthistrapped
phenomenon where they are not in love with the
content, but they don’ t think thereisanything else
togoto,” hesaid. “Thenumber of defectorswas
stagnant. The door iswide open for an existing
company to deliver relevant information and win
an enormous portion of the market share.”

cPulseanaystsrecommendinvesting content
sites offer as much historical content online asis
availableoffling; offer moreandyst-level perspec-
tiveincluding frequently asked questions (FAQS),
comprehensive performance andysis and news
coverage; and offer tutorial resources that teach
investorshow to usetheinformation they provide.

Mutual Fund Investors Go Online

In another online investing study, American
Century Investments concludes that 22 percent
of investorswho have visited amutual fund com-
pany’s Web site received investment advice and
8 percent opened anew account onlinelast year.
Moreover, 15 percent of al mutua fund investors
who have or have not yet visited a company’s
Web site, but who have Internet access, expect to
receive online investment advice this year and
another 8 percent plan to open a new account.

Investors could begin opening new mutual
fund accountsonlinelate last year after Congress
and the White House signed the Electronic Sig-
natures in Globa and National Commerce Act
(E-SIGN) into law, granting el ectronic signatures
thesamelega standing ashandwritten signatures
(REC, July 18, 2000, p. 3).

“Electronic signatures offer the capability to
open accounts online, making total online finan-
cia relationships a redlity and ddlivering on the
promise of thelnternet to provide customerswith
ease of use,” said Dave McCalley, vice president
of electronic commerce at American Century.
“Customersnow can chooseto interact with usin
whichever way they choose: online, by mail, in
person, by phone and through third-party invest-
ment advisors.”

Among mutua fund investorswho expect to
get online advice in the next year, nearly 40 per-
cent would use it for mutual fund recommenda:
tions, 36 percent for stock recommendations and
31 percent for mutud fund portfolio evaluations,
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according to the American Century Investments
2000 Internet Adoption Study.”

“Gone are the days where you could put a
site on the Internet and be happy with a certain
number of ‘eyeballs’ viewing your site,”
McCaley said. “Withtoday’ stechnology-savvy
investors, it's necessary for companies to have
Web sitesthat offer investors effective tools and
innovative capabilities.”

Some 37 million mutual fund investors
(60 percent of al investors) accessed theWeb in
the past year. These users have more experience
with the Internet than ever before, as more than
70 percent of those surveyed have been online
for more than two years. “Thistrandatesinto a
fund shareholder who has overcome an Internet
learning curve, understandswhat the Internet has
to offer and iswilling to take the timeto discover
the best tools and information available onling,”
McCalley added.

While42 percent of the 250 investors partici-
pating in the study accessed a mutua fund com-
pany’s Web site last year, and 68 percent own
individual stocks, only 20 percent used the I nternet
to make investment transactions such as buying,
exchanging or salling stocks or mutua funds, the
American Century report Sates. Security/privacy —
at 39 percent —wasthe main concern about making
online mutual fund transactions, athough this
percentage was down from 68 percent in 1996.

cPulse: http://www.cpulse.com

American Century:
http://www.americancentury.com

Most Online Fraud Occurs
On Internet Auction Sites

If it soundstoo good to betrue, it quitelikely
is—at least on some online auction sites. A new
report by Internet market research firm eMarketer
concludes that 87 percent of al online fraud
committed last year can be attributed to Internet
auction sites.

Moreover, Generation X Web usersin their
20s and 30s, as well as Baby Boomers in their
40sand 50s, arefdling victim to online scams as
much as the very young and the elderly, states
“The ePrivacy & Security Report.” The study
evaluates Internet privacy and security issues,

ranging from persona information piracy, credit
card security, hacking into corporate networks,
denial-of-service atacks and computer viruses.

“For most Internet users, the protection of
personal informationisareal and valid concern,”
said eMarketer analyst Rob Janes. “ Offerings of
free services and promises of wedlth lure partici-
pantsinto binding contractsor unbelievably great
deals enticing consumers to buy products that
never arrive or don’'t meet the quality promised.”

Becauseonlineauction sitessuchaseBay Inc.
conduct massive transaction volumes, the poten-
tia for fraud in this sector is high. “Given that
16 millionunique usersmay visit eBay inagiven
month, it's no surprise that auctions consistently
rank as the most fraud-prone online activity,”
he said.

The report also concludes that:

*  TheFedera Bureau of Investigation's Com-
puter Emergency Response Team (CERT)
registered 17,672 incidents of hacking last
year —up from less than 10,000 in 1999.

e Visa International and MasterCard Inter-
national recorded credit card fraud in 1999
at 0.09 percent of their total credit card trans-
actions, whether online or off. The two
card associations said 22 million fraudulent
credit card transactions occurred out of about
25 billion combined transactions.

*  Whileabout two-thirdsof Internet usershave
steered clear of online fraud, a little more
than athird have been victims of a privacy/
security breach. Fraud costs consumers
and the industry about $600 per victim,
which is more than the average consumer
spends online.

»  Children arethe most willing sector to share
personal information about themselves for
goods and services.

*  Themgority of Internet userswho refuseto
buy online are afraid of hidden costs, leery
of fraud and question companies’ ethics.

» The"LoveBug,” ExploreZip” and“Melissa’
viruses are the most widely spread and
damaging computer viruses to date. More
than half of the top 20 viruses originated
from outside the United States. So far, the
“LoveBug” virushas caused the most finan-
cid loss, topping the“Mdlissa’ virusby more
than $4 billion.
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Warning Letter to AGs

Inanother privacy matter, the Competitive En-
terprise Ingtitute (CEI) this month sent aletter to
all 50 state attorneysgenera warning that extreme
measuresthey endorsed that would regulate online
privacy policies could hinder Internet business.

“While uncertainty surrounding new infor-
mation technologiessuch asthe Internet provides
a strong impulse to regulate consumer privacy,
market-based solutions and likely unintended
consequences argue strongly againgt the position
endorsed by the state attorneysgenera,” said CEl
policy analyst Jessica Me ugin.

The recommendations stem from a recent
National Association of Attorneys General
(NAAG) report, which recommends increasing
government control of privacy policies. While
CEl agreed consumers are concerned about their

privacy and how personal information is used, it
said the NAAG report “fails to appreciate the
advantages of a customer-driven approach” and
calsfor more* centraized, bureaucratic rules.”

“Businesses use information about their
customers for assessing credit risk, targeted
marketing, just-in-timeinventory control, product
design, the customi zation of goods[and] improve-
mentsto customer service,” the CEl |etter states.
“The economy as a whole makes uses of infor-
mation that are too subtle and fast changing for
central authoritiesto grasp. The privacy issueis
an opportunity for legidatorsto show leadership
and humility — to begin again by asking deeper
guestions and calling for real analysis instead of
polling data.”

eMarketer: http://www.emarketer.com

Competitive Enterprise Institute:
http://www.cei.org

Standards/Protocols

RosettaNet RNIF Enhances
Online Business Messages

E-commerce companies now can send even
more complex businessmessagesto their Internet
supply chain partners under the newest version
of the RosettaNet Implementation Framework
(RNIF). RNIFVersion 2.0 supportsintermediaries
such as e-marketplaces and exchanges, and con-
tains additiona provisions for security, privacy
and nonrepudiation.

“We had atremendousamount of implemen-
tation experience and feedback from our partners
in devel oping thesecond version of the RosettalNet
Implementation Framework core specification,”
said Jennifer Hamilton, chief executive officer of
RosettaNet. “Consortium partners have imple-
mented the framework in real-world e-business
scenarios and have shared their experience in
making the latest version of the framework even
more robust and better specified. We've aso
aligned it with many proven industry standards
to ensure maximum industry interoperability.”

The new implementation framework enables
companies to send a supporting file, such as a
“.pdf,” “.gif” or other binary documentswith their

extensible markup language (XML )-based
RosettaNet business messages. They aso can
use digital signatures and payload encryption by
using the SMIME (Secure Multipurpose Internet
Mail Extensions) specification, which replaces
RosettaNet’ s previousformat and keepsthe RNIF
closdly digned with other cross-industry imple-
mentation frameworks.

The new framework accommodates e-mar-
ketplaces, exchanges, portals and other inter-
mediaries that route information on behalf of
buyers and sdllers by specifying what informa-
tion to add to message headers to enable these
intermediaries to route the business messages to
their final destinations.

Some of the partner companies committing
significant resourcesto developing RNIFv2.0in-
clude: Agilent Technologies Inc., Arrow Elec-
tronics Inc., Commerce One Inc., Compaq
Computer Corp., Dun & Bradstreet Corp., Edifecs
Commerce, Intel Corp., Microsoft Corp., Netfish
Technologies Inc., Sterling Commerce Inc.,
Syncra Systems Inc., Tibco Software Inc. and
webMethods Inc.

High-tech e-marketplace Converge Inc. has
processed RosettaNet transactions successfully

REPORT ON ELECTRONIC COMMERCE
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with Compaq using the earlier version of the
RNIF. “RNIF 2.0 will provide Converge with
enhanced communication among buyers and
sdlers, along with greater time and cost savings
inconducting transactions,” said John O’ Connor,
executive vice president of business servicesand
operations at Corverge.

Inother matterson standards, seventechnology
companies have achieved mutual interoperability
by passing the first business-to-business (B2B)
AS2 conformance validation test issued by the
Uniform Code Council (UCC) and Drummond
Group. Thedraft standard allowsvendor applica
tionsto communicate el ectronic datainterchange
(EDI) over the Internet securely.

The companies and their products are:
bTrade.com—SecureAccess2000, EDIINT engine
v1.38; Compaq Computer Corp. — Compag ASX
Transport Service (CATS) v2.0; Cyclone Com-
merce Inc. — Cyclone Interchange v3.1; IPNet
Solutions Inc. — eBizness Transact v3.3; Netfish
Technologies— X DI Product Suitev4.2; Sterling
Commerce — E-Marketplace Enabling Services
v3.3; and webM ethods—webMethods B2B v3.6.

“AS2 givesacompany theability to exchange
data in redl time in a secure manner over the
Internet to other AS2 interoperable companies,”
said Rik Drummond, chief executive officer of
the Drummond Group and manager of the
testing process.

“Using this technology gives a high return
on investment to a company. It will greatly
decrease the cost of doing businessin EDI and
one can expect savings of 60 percent or more
over traditional [value-added network] costs,”
added Drummond.

Concerning financial specifications, more
than 1,000 global financid ingtitutionshaveimple-
mented the Open Financia Exchange (OFX)
specification, enabling the seamless exchange of
financial information over thelnternet. Thelatest
version, the 6-month-old, XML-compliant
OFX 2.0, isgaining support from financial insti-
tutions, technology solution providers and pay-
roll companies.

“TD Waterhouseiscommitted to making the
financid livesof itscustomerseasier,” said Stuart
Rubinstein, senior vice president for eectronic
commerce a TD Waterhouse Group Inc. “OFX
2.0 enables our customers to download their TD

Waterhouse 1099 information directly into their
tax preparation software, including this year
with Quicken TurboTax, significantly reducing a
time-consuming and tedious process.”

OFX enables financial institutions, tech-
nology solutions providersand financial software
and Web services companies to create products
and services that work together more effectively.
Using OFX 2.0, Enterprise Engineering Inc.’s
Enterprise FTX solution enables Prudentiad Re-
tirement Servicesto deliver 401(k) servicesto per-
sonal financia management software, such as
Intuit Inc.’ s Quicken, over the Internet.

“Sinceit wasfirst released, OFX 2.0 hascon-
tinued to gain momentum asmore and morefinan-
cia inditutions seek to implement a common
communication infrastructure for the delivery of
Web-based financial services,” said Anthony
Piniella, vicepresident of marketing for Enterprise
Engineering. “With the added capabilities of re-
tirement services and tax reporting, and support
for XML, OFX can now enablefinancial institu-
tionsto ddiver truly integrated financial services.”

RosettaNet: http://www.rosettanet.org

Drummond Group:
http://www.drummondgroup.com

OFX: http://iww.ofx.net

S2ML Initiative Gains
Wide Industry Support

More than 200 companies representing the
e-commerce, security and financia sectors have
joined the Security Services Markup Language
(S2ML) initiative to promote S2ML as the stan-
dard for enabling secure e-commercetransactions
using extensible markup language (XML) (REC,
Dec. 19, 2000, p. 15).

The companies are participating on an Orga-
nization for the Advancement of Structured In-
dustry Standards (OASIS) technica committee
on XML-based security services to develop a
specification based on S2ML.

“The goa of S2ML is to create an open
industry standard that will enable secure inter-
site e-business transactions,” said Barry Bycoff,
chairman and chief executive officer of Netegrity.
“We are pleased to see such widespread support

REPORT ON ELECTRONIC COMMERCE
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ASSOCIATION DEVELOPS B2B E-COMMERCE DISPUTE STANDARDS

An e-commerce dispute-management protocol unveiled this month by the American Arbitration Association
has gained initial support from 15 companies and legal firms. The dispute resolution group, which developed the
standards with key industry leaders, said its goal is to help companies avoid lengthy litigation that could disrupt
the Internet business-to-business (B2B) market.

The B2B principles advocate: fundamental fairness in managing disputes, including access to neutral
dispute resolution providers; isolation of disputes to avoid disrupting unrelated transactions; identification of
clear dispute management policies; variety in methods used so that disputes may be resolved quickly; and the
use of appropriate technology to manage disputes swiftly and economically.

William Slate Ill, president and chief executive officer of the association, said disputes are inevitable as more
companies continue to enter this burgeoning market, which recorded about $1.2 trillion in sales last year. The group
soon will introduce a new e-dispute management service to ensure the continuity of the B2B supply chain, he added.

“This protocol is an educational wake-up call,” Slate said. “Setting a global standard will give practitioners
the necessary confidence and trust in online transactions to be successful in B2B e-commerce.”

American Arbitration Association: Contact Debi Miller Moore. Phone: (704) 905-1488. http://www.adr.org

for this initiative from both the vendor and
end-user communities. We relooking forward to
working with al interested companies as part of
OASIS to provide an industrywide standard for
securee-commerce.”

S2ML allows companies to securely ex-
change authentication, authorization and profile
information between their customers, partners
or suppliers, regardless of the security systemsor
e-commerce platforms they now have in place.
S2ML promotes the interoperability between
disparate security systems, providing the frame-
work for secure business-to-business (B2B) and
busi ness-to-consumer (B2C) transactions.

Kathleen Hayes, vice president of business
development at Epicentric Inc., said her company
is “committed to supporting industry standards
like S2ML to bring heightened security and ease
of interoperability to networked businesscommu-
nities. Epicentric is excited to take part in the
ongoing effortsto standardi ze secure e-commerce
transactionsusing XML.”

Added Bob Bickel, vice president at Blue-
stone Software Inc.: “Now that Internet connec-
tivity has become so widespread, with increasing
volumes of data, materials and equipment being
exchanged viacollaborative commerce channels,
it is even more important to explore and develop
standardized and efficient methods of securing
that information. We believe that XML and

Java are the fundamental components of such a
solution and that XML standards like S2ML will
foster a standardized approach to federated
security services.”

In another XML matter, Zona Research has
issued a report evauating the success of XML
and its importance in e-business. The report
“XML: TheDashfor Dot.com Interoperability,”
summarizes companiesthat are deploying XML-
based solutions or plan to do so this year.

The study findsthat while 72 percent of these
companies now use eectronic data interchange
(EDI), seven out of eight of these plan to corvert
EDI datato XML data in applications. It aso
notes areaswhere XML excels compared to EDI
and extended intranets, and how XML changes
the speed and cost of doing business.

“The problem of ‘idands of computing’ has
been around for decades, but without a univer-
sdly recognized means of converting datawhile
retaining its richness, developers have been left
with a hodge-podge of one-off, point-to-point
conversions,” said Martin Marshall, managing
director of Zona Research.

“With XML, Web applications have the
ability not just to bridge static forms, but also to
separate and standardize the business processes
that various industries will use to act upon that
data,” Marshall continued.
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Marshall said XML also brings “political
gans.” “To get the most out of XML, vertica
industries will have to agree to standardize pro-
cesses and definitions, aprocesswhichitsalf will
be apotentialy great leap forward,” he added.

Netegrity: Contact Jennifer Biggar.
Phone: (781) 663-7384. http://www.netegrity.com
Zona Research: Contact Susan Billheimer.
Phone: (650) 298-4042.
http://www.zonaresearch.com

Gary Arlen

M-Commerce, T-Commerce
Options Abound at CES

By Gary H. Arlen
Senior Contributing Editor

With computers and home electronics
products representing some 35 percent of con-
sumer online purchasing volume, the potential
for e-commerce definitely was on the minds of
attendees at the Consumer Electronics Show
(CES) Jan. 59 in LasVegas, Nev. At the same
time, the annua extravaganza was loaded with
Internet appliances and other new interactive
gadgets intended, among other things, to facili-
tate accessto e-commercein dl itsforms.

In addition, a growing number of online
customer support providers popped up a CES,
showcasing functionsthat | et retailers and manu-
facturers provideWeb-based equi pment set-up and
customer service advice.

Online sales represent only a fraction of
the multibillion-dollar market for TV sats, video
recorders, DV D and audio equipment, plusall the
other hardware in the vast consumer eectronics
sector. Yet the category isbeing pursued hotly by
vendors such as 800.com Inc., GetPlugged.com
Inc. and e-Town, plusthegrowing brick-and-click
presence of Best Buy Inc., RadioShack Inc. and
Circuit City StoresInc. Thereasoisabusiness
to-business (B2B) component, as companies
such as BuyLink Corp., Redtagbiz.com and
RetailExchange.com Inc. providemarketplacesfor
retailers to handle online procurement as well as
facilitate deal sfor unloading surplusmerchandise.

In other words, e-commerce’s role at the
show hasrisen extensively, even though the topic
itself often was buried by the glitz about digital
recording, wirdessdevicesand home networking.
Not to mention Microsoft Corp.’s Bill Gates
opening keynoteaddress, in which heshowed the
X-Box video game for the first time.

Nonetheless, various approaches to e-com-
merce permeated the endless exhibit halls,

conference roomsand demonstration suites. The
second day’s “Workstyle” keynoter, Palm Inc.
Chief Executive Officer Carl Yankowski, intro-
duced the concept of “ME-commerce,” an
amagam of “mobile” and*“ eectronic” commerce,
centered on the role of the Palm Pilot as an
“e-wdlet” that will enable shopping anywhere.

He unveiled a partnership with Visa Inter-
national, Groupe I ngenico and VeriFone Inc. that
will alow future Palm devicesto store credit card
information, which will be accessible through
a personal identification number for in-store
purchasing. Customers can point the Palm at
an Ingenico point-of-sale terminal and beam
their credit card datainto the purchasing system.
Itemized billswill be mailed to customersaswell
as stored in the Palm unit for reference.

Yankowski predicted that the Internet will
“bend” to suit the needs of hand-held customers,
citing the new Palm Portal, a partnership with
Sprint PCS that provides relevant Internet con-
tent to Palm users.

These kinds of dramatic demonstrations and
visionary statementslend excitement to CES, but
theguts of the event arethe progressreportsfrom
companies building e-commerce businesses.

Not-So-Simple E-Shopping Today

For example, at an opening-day session
themed “ Shopping Made Simple,” vendors and
merchants concluded that moving beyond e-com-
merce into TV-based (T-commerce) and mobile
sdlling (M-commerce) isan evolutionary process.

Mark Ebel, director of digital solutions for
BestBuy.com (theonlinesubsidiary of thenation's
largest electronics retailer), said the financial
models for these new businesses still are awork
in progress. For example, in today’'s M-com-
merce, “ everyone sees problems with the stand-
alone mobile products [plan] based on monthly
fees’ for access, hesaid. Ebel cited carrierswho
want upfront money — per-month fees plus up to
15 percent commissionson transactions conducted
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throughtheir facilities—asan unacceptable burden
that will dow down M-commerce deployment.

“That doesn’'t work,” Ebel said, adding that
communications carriers have toned down their
demandsin thisregard over the past year.

Rob Solomon, director of production for
Yahoo! Inc. Shopping agreed. “There is not
enough room for each player in the chain to par-
ticipate in transactions, to reap the rewards from
transactionsthat occur,” hesaid. “Thosewho add
themost value to the proposition, those who con-
trol themost eyebalsand theretailerswho actually
sell the products are going to reap the most
rewards. And the carriers will be there in some
way.” He added, however, that technology pro-
viders will have aredly tough time capturing a
piece of the action from mobile transactions.

Ebel added, “People are asking, [but it]
doesn't mean they’ regoing to get it.”

On the other hand, T-commerce will have
to share its revenues with its carriers — mainly
the cable TV operators, according to Joaguin
Fernandez-Silva, vice president of business de-
velopment for RespondTV Inc. “The margins
can be thin, but gtill be a very substantial busi-
ness,” hesaid, because of thescaeof T-commerce.

That prompted Susan Fullman, vice president
of Motorola Direct, a sales unit of Motorola
Corp., to add: “M-commerce and T-commerce
business models are going to be very different. |
don't see advertising in a big way on M-com-
merce. It's too real-time, too disruptive to the
individual.” But she conceded that integrated
advertising will play amajor roleon T-commerce,
just asit does today on persona computer (PC)-
based e-commerce.

Thepandigtsagreed with Fullman’ sview that
the next wave of electronic selling will becentered
around “contextual marketing.” Fernandez-Silva
pointed out that much of RespondTV'’ s approach
to T-commerce is based around putting the right
sdes offer into the right programming environ-
ment —abasic function of direct marketing.

In response to a question from the audience
about cannibalization of sales, the panelist
said online commerce is drawing customers
from many sources. “We absolutely expect
somecannibalization,” said BestBuy.com’sEbd.
“Our research indicates it is probably not a

significant number. We're reaching new cus-
tomers who have never come into the store. We
know that we'll lose people [customers], but
we frankly hope to get more customers because
itwill beeasier.”

Ebel added that about 10 percent to 20 per-
cent of current online customers order from the
Web site, but then come to the store to buy and
pick uptheproduct. Insomecases, thecustomers
either don’t trust delivery services or online pay-
ments, or else they want to get the product right
away. He cited customers who order online at
lunch, then pick up the productsontheir way home
from work that night.

Ebd stressed the importance of “the whole
integration factor,” citing situations in which the
sdlling process begins with a visit to the store
followed by an online or M-commerce purchase
transaction et alater time. Hefocused onthevaue
of keeping customerswithin thestoreframework.

Martti Granberg, director of businessdevel op-
ment for Nokia Mobile Phones Ltd., added that
M-commerce aso is based on the “element of
expanding markets.” New consumption isbased
on pent-up desire to purchase from any location,
he said.

Fernandez-Silvapredicted afive- toeight-year
trangition phase before businesses switch from
conventional venues to the T-commerce realm.
Theearly stepsinvolveincreasing transaction rates
on systems now available, he said.

The panel agreed repeatedly that privacy
will play amgjor rolein rolling out M-commerce
and T-commerce services, and that there are
major differences between these versions of
e-commerce. Solomon forecast that the “killer
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categories’ for M-commercewill belocal services
and entertainment (such as pizza ordering and
movie tickets), while Granberg said he expects
more games and financia services to be at the
core of M-commerce' sgrowth.

That led to adiscussion of measuring success
in this new ervironment. Granberg urged the
industry to develop qualitative factorsto comple-
ment the quantitative measures. He cited mobile
financial transactions, saying it might be more
useful to gauge development in terms of how
behavior ischanging, not just thevolume of trans-
actions or revenue.

Ebd agreed, saying BestBuy.comis* actively
monitoring sales,” but the company dsoistrying
to assess how comfortable customers are during
the shopping and purchasing process. He said
the company uses “an average shopping basket”
and the number of times customersvisit the site,
but is exploring other ways to measure vaue.

As for future developments, Granberg pre-
dicted that carrierswill becomeinvolvedinbilling
for small transactions. He pointed out that many
customers do not have credit cards or don’t want
to put small charges onto cards. Hence, mobile
carriers billing systemswill be used to take care
of such transactions.

The pand dso discussed ways to facilitate
customer relationships, such asminimizing repeti-
tivedataentry. Solomon pointed out that Yahoo!'s
persistent shopping cart and wallet accomplish
such goals, while Fullman and Granberg iden-
tified similar capabilities on mobile systems.
RespondTV aso has a consistent ordering pro-
cess, which is aimed at the same customer-ease
factor, Fernandez-Silva said. Nonetheless, Ebel
expects “afight” as each provider tries to estab-
lish itsformat as a common arrangement.

“I don’t think you’ re going to see standards
on that for atime,” Ebel added.

The panel agreed M-commerce and T-com-
mercedevel operssoonwill create applicationsfor
brick-and-click activities.

“The different forms of e-business are pri-
marily complementary, not fighting with each
other or trying to get turf from each other,” said
Nokia's Granberg. He noted that there are
“different placeswhere E-, T- and M-commerce”
makesense. “All of these different areaswill best

be developed according to the characterigtics of
the usageitself,” he added.

Online Customer Service

A new range of providers also was on hand
to support eectronics purchases, whether made
through brick or click retailers. How2TV.com, a
Los Angeles, Calif.-based company, showed its
capacity for handling ingtallation or service ques-
tions, including streaming video presentations
that demonstrate product characteristics. Among
its first clients are Yamaha Corp. and several
home networking companies. TheHow2TV.com-
produced content isaccessed through the customer
support button onthe manufacturer’ sor merchant’s
Web site.

LiveManuals.com offers a similar array of
customer support services. For example, Zenith
Electronics Inc. has begun to screen-print
the LiveManuals uniform resource locator
(http://www.livemanuals.com) onto some
products, reminding customers they can go
directly to the Web site to obtain support advice
on how to handle routine functions.

Online servicessuch asthesewerereminders
of thewaysinwhich Internet servicesareweaving
their way throughout the consumer electronics
experience. In a sector where the sales and ser-
vice are so intertwined with the products being
sold, CES remains agauge of how quickly these
e-businesses are emerging.

E-MARKETPLACES, fromp. 2

at Forrester’ s European headquarters in Amster-
dam, Netherlands. “With more partners, increased
reach through the Internet and a24-hour economy;,
companies must gear up for continuousreal-time
adjustments in their supply chain.

“A supply chain consists of more than just
suppliers, manufacturers and logigtics — design,
sdes and marketing aso influence the chain of
events. By including all the businessfunctionsin
an NSC, partners will take ownership to resolve
product discrepancies swiftly. With NSCs in
place, companies will decrease the chances of
potentia liability claims and improve intercom-
pany collaboration,” Homs added.

However, Forrester statesthat transitioning to
an NSC environment takestime, usudly occurring
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in three phases. Firms firs must communicate
production and sales plans online with their
suppliers through extensible markup language
(XML). Then they must synchronize planning
and production schedules. Last, emarketplaces
must install high-quality advanced planning and
scheduling (APS) solutions to handle planning
datafrom multiple participantsand to allow users
to shield data securely from other participants.

“NSCswill bein full swing once e-market-
placesbecometheinformationhubfor al business
processes,” Homsadded. “But large corporations
will ill requireinternal planning, for whichthey
will run anin-house planning system. To achieve
true benefits from collaboration, all steps of
the supply chain — from concept design through
after-sales service — must become one integrated
flow of information. To facilitate that process,
NSCs must offer a full-blown service of enter-
prise applications,” from CRM to ERP.

In the report, “Network Supply Chains
Emerge,” Forrester urged firmsplanning toinvest
in NSC initiatives to gauge software providers
solutionsand evaluatetheir ownrisks, adding that
a manufacturing company will make software
investments of up to £4 million (US$5.95 mil-
lion), with ongoing annual maintenance of up to
£400,000 (US$595,000).

In another B2B e-commerce study, Inter-
national Data Corp. (IDC) statesthat the value of

goodsand services sold through dynamic pricing
siteswill increase more rapidly than overall B2B
sdes. “Dynamic” worldwide B2B e-commerce
will jump from 5 percent this year to 13 percent
in 2004, with dynamic pricing representing 20 per-
cent of U.S. B2B e-commerce in 2004.

“Although dynamic pricing is on the rise
worldwide, geographic and cultura factors play
crucid rolesin determining the extent towhich it
catcheson,” said Rob Rosenthal, research analyst
for IDC' sInternet Economy program. “InEurope,
whereventure capita issometimesdifficult to ob-
tain, localization and reaching potential customers
could dow dynamic pricing activity. In Japan,
where business rel ationships are most important,
the use of dynamic pricing for e-commerce will
most certainly lag behind that of both the United
States and Western Europe.”

In its study, “Dynamic Pricing in e-Market-
places. A Definition and Forecast,” IDC states
that negotiated pricing systems best enable com-
paniesto buy and sell based ontheir overal value
propaositions, rather than simple price. However,
many e-marketplaces need to build a clientele
and formulate their transactional models before
dynamic pricing can play an important role in
e-business solutions.

Jupiter Research: http://www.jup.com
Forrester Research: http://www.forrester.com
IDC: http://www.idc.com

[tems of Interest

* An e-commerce company’s profits
should not be taxed in a country just because
it has a Web site accessible there, or because
its Web site is hosted on a server located there,
according to an agreement by the Organiza-
tion for Economic Cooperation and Develop-
ment’s (OECD’s) Committee on Fiscal Affairs.
The committee dsoisin consensusthat except in
“very unusua circumstances,” aforeign e-com-
merce company’ s use of an Internet service pro-
vider in acountry doesn't congtitute a permanent
establishmentinthat country. A country that Signs
the OECD’ sMode Tax Convention agrees not to
tax the profits of a foreign company unless it
carries on business through a “permanent estab-
lishment” within its borders. The agreement
among the 29 member nations of OECD’s tax

forum isreflected in anendments to a document
interpreting the tax convention, which alows for
bilateral agreements among countries. OECD:
http://iwww.oecd.org

» Verio Inc. has asked the U.S. Court of
Appeals for the Second Circuitin New York to
reverse a lower court’s injunction barring the
company from accessing a database to target
Internet domain name registrar Register.com’s
customers with unsolicited commercial e-mail,
direct mail and telemarketing activity. The
federal digtrict court in Manhattan had granted a
preliminary injunction against Verio last month.
Verio told the appeals court it lawfully had been
accessing and using Regigter.com’s“Whois’ data
base. It said the lower court’s ruling “threatens
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the fundamental intent of public access to the
Whois databases of domain name registrars.”
Verio also said it has filed a petition asking the
Internet Corporation for Assigned Names and
Numbers (ICANN) to terminate Register.com’s
accreditation as a domain name registrar. Verio
said Register.com’s refusal to give Verio bulk
access to its Whois database violates an ICANN
requirement. Verio: http://www.verio.com

e An initial investigation by Kroll
Associates into a recent security breach at
Egghead.com Inc. found no credit card infor-
mation had been stolen, company officials said.
The investigation “has uncovered evidence that
suggests that Egghead.com’s existing security
system interrupted this intruson while it was in
progress,” said Egghead.com Chief Executive
Officer Jeff Sheahan, adding that sometwo-tenths
of 1 percent of the credit card accounts at thetime
of the attack showed some kink of suspected
fraudulent activity. “Itispossiblethat thisactivity
may berelated to credit card theft elsewhere. The
evidence Kroll Associates and our team have
gathered to date suggeststhat neither these, nor any
other credit card numbers, were obtained from our
ste” Egghead.com: http:/Amww.egghead.com

* Open Market Inc. has signed a cus-
tomer financing agreement with IBM Global
Financing. The dliance enables Open Market

to provide new and existing customers with the
option to finance hardware, software, mainte-
nance, training and service associated withimple-
menting e-business solutions through 1BM
Global Financing. “IBM Global Financing
brings a unique approach to financing that is
tailored to meet our customers' particular needs,
helping them make the IT investments they
require to remain competitive,” said Joe Alwan,
senior vice president of marketing at Open
Market. “This excellent opportunity adds to
the many benefits our strong relationship with
IBM provides for our customers.” Open Mar-
ket, contact Annmarie Russdll, (781) 758-5804.
http://www.openmarket.com

» TheWorldwide Automated Transaction
Clearing House (WATCH) has selected
Belgium-based Society for Worldwide Inter-
bank Financial Telecommunications s.c.r.l.
(SWIFT) to provide the payment processing
engine of the WATCH system. “WATCH
selected SWIFT because of its pre-eminent posi-
tionineectronicaly delivering payment messages
to financial indtitutions worldwide and its repu-
tation for service ddlivery,” said Brian Mecklem,
chairman of WATCH and general manager of
globa payments systems a National Audtralia
Bank. “Choosing SWIFT givesWATCH certainty
that its project will proceed on schedule and on
budget.” WATCH: http://mww.globalach.org

Mergers and Acquisitions

» (2 Technologies Inc.’s Infinite Content
business unit has signed a definitive agreement
toacquire Trade Services Holdings subsidiaries
Trade Services Corp. and ec-Content Inc.,
expanding its business-to-business market-
place content solutions. 2 will acquire al of
the outstanding capita stock for the two com-
paniesin a purchase transaction for $5 millionin
cash and about 2.3 million shares of i2 common
stock. “We believe the true value of e-market-
places is predicated on the richness of informa-
tion content within them and the scope of choices
and services offered,” said Tom Leisman, execu-
tive vice president and general manager for
Infinite Content. i2 Technologies, contact Sue
LaDow, (469) 357-3027. http://iwww.i2.com

* Internet.com Corp. has signed a
definitive asset purchase agreement to acquire

14 Web sites and 18 e-mail newsletters from
EarthWeb Inc. All of these propertiesarefocused
on content for the information technology (IT)
and Internetindustries. “ Thisacquisition provides
Internet.com with tremendous business growth
opportunities by adding high-quality IT traffic,
content, resources and advertising optionsto our
network,” said Alan Meckler, chairman and chief
executive officer of Internet.com. “These Web
sites and e-mail newdetters have built a loya
following among IT and Internet professionals
and have arock solid reputation throughout the
industry asleading resourcesfor newsand analy-
s§s” Internet.com, contact Mary Ann Boland,
(212) 547-7939. http://www.internet.com

e Trintech Group has completed the
acquisition of the primary assets of secure
e-payment and infrastructure services provider

REPORT ON ELECTRONIC COMMERCE



January 16, 2001

13

Globeset Inc. Thetota consideration of about
$31 millionisbeing effected through $10 million
in stock and the remainder in cash and the as-
sumption of liabilities subject to final adjustment
of theamount of assumed indebtedness. Trintech:
http://www.trintech.com

* Network Commerce Inc. has acquired
Internet Domain Registrars Corp. (IDR),
operator of Registrars.com. Under terms of
the agreement, Network Commerce will pay
$750,000 in cash and 8.25 million shares of
Network Commerce common stock. IDR share-
holders and employees aso can receive 3.5 mil-
lion more shares of Network Commerce stock
based on earn-out provisions over the next two
years. “ Since we expect our domain registration
business to be a cash flow-positive business by
the second quarter of 2001, we fully expect the
addition of IDR to provide anew and significant
revenue and cash flow stream to the company,”
said Dwayne Walker, chairman and chief execu-
tive officer of Network Commerce. “We aso
believe thiswill be another avenuefor expanding
our database of registered customers.” Network
Commerce, contact Stephen Smith, (877) 430-
0131. http://www.networkcommerce.com

» DoubleClick Inc. has elected not to
match an offer from an unrelated third party
that has proposed to acquire all of the out-
standing shares of NetCreations Inc. Asaresult,
DoubleClick will end the merger agreement with
NetCreations originally signed in October (REC,
Oct. 17,2000, p. 11). NetCreationsisrequiredto
pay to DoubleClick abreakup fee of $8.6 million
plus expenses following the termination. “We
are disappointed that NetCreations won't be a
part of our success, but considering NetCreations
recently announced operating results and our
owninterna progresson e-mail, wehave decided
not to raise our existing offer,” said Stephen
Coallins, chief financia officer of DoubleClick.
“Going forward, wewill continueto aggressively
pursue opportunitiesto grow our e-mail business
both organically and through acquisitions.”
DoubleClick, contact Bruce Ddzid, (212) 683-
0001. http://mww.doubleclick.net

» Converge Inc. and VerticalNet Inc. have
signed a definitive agreement for Converge to
acquire NECX, a wholly owned subsidiary of
VerticalNet. VerticaNet will receivea19.9 per-
cent equity interest in Converge and a seat on its
board. “The acquisition of NECX establishes
Converge as the global trading leader, making

markets in more than 180 product families, with
logistics and operationd capability to buy, sl
and move products around the world,” said
Robert Lewis, chief executiveofficer of Converge.
“NECX brings 20 years of domain expertise and
isatrusted intermediary for thethousandsof high-
technology companies worldwide.” Converge:
http://www.converge.com

» Microsoft Corp. has reached agreement
to acquire Great Plains Software Inc. The
acquisition is structured as a stock purchase and
isvalued a about $1.1 billion. Each shareof Gresat
Plains common stock will be exchanged for
1.1 shares of Microsoft common stock. “The
combination of our two companieswill accelerate
small and medium business efficiency and agility
by offering software solutions for automating
interconnected business processes,” said Jeff
Raikes, vice president of Microsoft’ sproductivity
and business services group. “Together we will
bridge the gap between on-premise software
and next-generation software and services.”
Microsoft: http://www.microsoft.com

» First Data Corp. will acquire a 25 per-
cent equity interest in Ireland-based payment
services provider FEXCO. FEXCO next
spring will providearange of processing services
to First Data and its customers that range from
FEXCO's existing multi-currency platform and
itsnew e-commerce payment platform. “Wehave
given ourselves a considerable edge by investing
in companies that have complementary compe-
tencies, strong operating track recordsand adepth
of locd knowledgeand rdaionships,” said Charlie
Fote, president and chief operating officer of First
Data. First Data: http://www.firstdata.com

» GenesisIntermedia.com Inc. (GENI),
operator of the Centerling advertising net-
work, has acquired a 7 percent interest in
the common stock of Fashionmall.com. GENI
a so has sent an offer to the board of directors of
Fashionmall.com to acquire dl of its remaining
shares in a transaction valued at $7 per share.
“Themerging of Centerling and Fashionmall will
create one of the largest networks to serve both
the brick-and-mortar world and the Internet,”
said Ramy El-Batrawi, chief executive officer of
GENI. “We will aso enjoy numerous opportu-
nities to cross-promote Fashionmall partners to
Centerling membersand shoppersin thegrowing
number of malls, and Centerling advertisers
to Fashionmall users’ on the Internet. GENI:
http://mww.genesisintermedia.com
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Earnings

REC TOP 10 GAINERS FOR THE MONTH

Few E-Commerce Stocks
Experienced Holiday Joy

The December holiday season was not very
jolly for many of the 48 e-commercefirmsonthe
REC Index. Twenty companies suffered stock
losses of 14 percent or more for the month asthe
stock markets continued to reel from an economic
dowdown and as technology firms prepared for
| ower-than-expected revenues.

The REC Index dropped 3.6 percent from
November, which means it fared better than the
4.9 percent dip in the NASDAQ Composite, yet
lagged behind the 3.5 percent gain by the Dow
Jones Industrial Average and the 0.4 percent in-
crease by the Standard & Poor’s 500. The REC
Index’s 41 percent year-over-year plummet also
compared poorly to the other major indices, asit
was worse than the same comparison for the
NASDAQ Composite (down 39 percent), Stan-
dard & Poor’ s500 (down 10 percent) and the Dow
Jones Industrial Average (down 6 percent).

Leading thelist of gainersin December was
Schlumberger Ltd., which has servicesin e-com-
merce, smart cards, utilities and oil. Enhancing
the company’s stock price, which increased
29 percent to $79.94 per share, was the high

November 2000 to December 2000

Company

Current vs. Month
Month Ago

Schlumberger Ltd.
RSA Security Inc.

Peregrine Systems Inc.
Sabre Group Holdings Inc.
Rockwell International Corp.

Diebold Inc.
Wells Fargo & Co.

Company

demandfor ail, but Schlumberger aso hassigned
key smart card pacts. Itssmart card manufacturing
and personalization center in Mexico City,
Mexico, received Proton World Internationa’s
certification for the persondization of Proton-
based smart cards.

“The Proton World certification is an impor-
tant milestone in the development of our loca
service offering and in the advancement of our
relationship with Mexican and Latin American
businesses,” said Othon Gonzalez, operations
manager for Schlumberger Mexico. “Schlum-
berger continues to demonstrate that it has
world-class operation centers and can provide
quick ddlivery of high volumes of smart cardsfor
our customersworldwide.”

Ranking second onthelist of monthly gainers
was RSA Security Inc., whose stock price rose
23 percent to $52.88 per share. The company
signed severa partnership contractsin December
with firms including Nokia, Symantec Corp.,
ClearCommerce Corp. and Datekey Inc. It dso
partnered with Aladdin Knowledge Systems to
use RSA Security’s RSA Keon digitd certificate
management system with Aladdin’s eToken.

“The RSA Keon [public key infrastructure]
family offers customers a secure means of

REC TOP 10 DECLINERS FOR THE MONTH

November 2000 to December 2000

Current vs. Month
Month Ago

$79.94 29%
$52.88 23%
$19.75 22%
$43.13 21%
$47.63 18%
$33.38 18%
$55.69 17%

Network Associates Inc.
Peapod Inc.
MessageMedia Inc.
V-ONE Corp.
BroadVision Inc.
CyberCash Inc.

Onsale Inc.

$4.19 -67%
$0.78 -63%
$0.44 -61%
$0.63 -50%
$11.81 -48%
$0.81 -46%
$0.59 -44%
-39%

New BankAmerica Corp.
Dun & Bradstreet Corp.

Electronic Data Systems Corp.

$45.88 15%
$25.88
$57.75

12%
9%

EarthWeb Inc.
Amazon.com Inc.

Compag Computer Corp.

$7.38
$15.56
$15.05

-37%
-30%

REPORT ON ELECTRONIC COMMERCE



January 16, 2001

15

REC STOCK INDEX
Closing Price

Change Since

Change Since

Company December 2000 November 2000 December 1999
Amazon.com Inc. $15.56 -37% -80%
America Online Inc. $34.80 -14% -54%
AT&T Corp. $17.25 -11% -66%
BCE Emergis Inc. $44.10 3% -43%
BroadVision Inc. $11.81 -48% -79%
CheckFree Corp. $42.50 -19% -59%
Cisco Systems Inc. $38.25 -20% -29%
Citigroup Inc. $51.06 2% 22%
Compag Computer Corp. $15.05 -30% -44%
Concentrex Inc. $6.94 0% N/A
CyberCash Inc. $0.81 -46% -91%
Dell Computer Corp. $17.44 -9% -66%
Diebold Inc. $33.38 18% 45%
Dun & Bradstreet Corp. $25.88 12% 79%
EarthWeb Inc. $7.38 -39% -85%
Electronic Data Systems Corp. $57.75 9% -13%
ExTrade Group Inc. $7.38 -8% -72%
Ebay Inc. $33.00 -4% -47%
First Data Corp. $52.69 -3% 7%
General Electric Co. $47.94 -3% -6%
GTE Corp. $62.25 0% -12%
Hewlett-Packard Co. $31.56 0% -44%
Hyperfeed Technologies Inc. $1.56 -11% -66%
IBM Corp. $85.00 -9% -21%
InteliData Technologies Corp. $2.59 -8% -38%
Internet Commerce Corp. (Infosafe) $13.31 0% N/A
Intuit Inc. $39.44 -13% -34%
MessageMedia Inc. $0.44 -61% -97%
Microsoft Corp. $43.38 -24% -63%
Microtouch Systems Inc. $20.89 1% 65%
Network Associates Inc. $4.19 -67% -84%
New BankAmerica Corp. $45.88 15% -4%
NTN Communications Inc. $0.63 -22% -83%
Onsale Inc. $0.59 -44% -96%
Open Market Inc. $1.09 -23% -98%
Peapod Inc. $0.78 -63% -91%
Peregrine Systems Inc. $19.75 22% -53%
Rockwell International Corp. $47.63 18% 2%
RSA Security Inc. $52.88 23% -32%
Sabre Group Holdings Inc. $43.13 21% -16%
Schlumberger Ltd. $79.94 29% 44%
Sterling Commerce Inc. $44.13 0% N/A
Sun Microsystems Inc. $27.88 -27% 44%
TheGlobe.com Inc. $0.28 -26% -97%
V-ONE Corp. $0.63 -50% -89%
Wave Systems Corp./Class A $4.50 -16% -62%
Wells Fargo & Co. $55.69 17% 41%
Yahoo! Inc. $30.06 -24% -86%
REC Index $1,348.93 4% -41%

N/A = was not trading publicly in December 1999
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REC TOP 9 (AND ONLY) GAINERS REC TOP 10 DECLINERS SINCE A YEAR AGO
SINCE A YEAR AGO December 1999 to December 2000
December 1999 to December 2000

Current vs. Year
Current vs. Year Company Month Ago
Company Month Ago Open Market Inc. $1.09 -98%
Dun & Bradstreet Corp. $25.88 75% TheGlobe.com Inc. $0.28 -97%
Microtouch Systems Inc. $20.89 65% MessageMedia Inc. $0.44 -97%
Diebold Inc. $3338 45% Onsale Inc. $059 -96%
Schlumberger Ltd. $79.94 44% CyberCash Inc. $0.81 91%
Sun Microsystems Inc. $27.88 44% Peapod Inc. $0.78 -91%
Wells Fargo & Co. $55.69 41% V-ONE Corp. $0.63 -89%
Citigroup Inc. $51.06 22% Yahoo! Inc. $30.06 -86%
First Data Corp. $52.69 7% EarthWeb Inc. $7.38 -85%
Rockwell International Corp. $47.63 2% NTN Communications Inc. $0.63 -83%

conducting e-businessusing securedigitd certifi-
cates,” said Bob Pritchard, vice president of partner
and corporate devel opment at RSA Security. “By
working together aspart of theeToken Technology
Partnership program, Aladdin and RSA Security
can offer customers the ability to securely store
their digital credentials on a mobile device and
access them to conduct e-business transactions
wherever they are.”

Network Associates Inc. led the list of
monthly losers, asits stock price dropped 67 per-
cent in December to $4.19 per share. The com-
pany said it expectsto report thismonth anet loss
of $130 million to $140 million for the fourth
guarter of 2000. The company’s revised expec-
tations are due to the decision of key distributors
to reduce their inventory levels dramatically and
to the overal dowing of the economy.

“Thecompany further believesthat thelower
fourth-quarter demandisnot related to the genera
competitiveness of its products, but is due to
concerns about the state of the economy from

the customer base,” Network Associatessaidina
release. It aso recently unveiled several senior
management changes, including Bill Larson,
whowill step down as president and chief execu-
tive officer.

Other companies suffering leading monthly
losses were Peapod Inc. (down 63 percent),
MessageMedialnc. (down 61 percent) andV-ONE
Corp. (down 50 percent). MessageMedia last
month unveiled acost-reduction program designed
to save the company $3.5 million to $4 million
per quarter. These steps include reducing staff
by about 100 positionsin the United States, cuts
in operating expenses and reducing inventory in
certain product areas such aswireless and online
customer care.

Dun & Bradstreet Has Good Year

Dun & Bradgtreet Corp. (D& B) ranked first
onthelist of year-over-year gainers, witha75 per-
centincreasein stock price compared to December
1999. The company said it completed the first

COMPARISON WITH MAJOR INDICES
November 2000 to December 2000

Index December 2000 vs. November 2000 vs. December 1999
REC Index 1348.93 -3.6% -41%
NASDAQ Composite 2470.52 -4.9% -39%
Standard & Poor’s 500 1320.28 0.4% -10%
Dow Jones Industrial Average 10787.99 3.5% -6%
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phase of its financia flexibility program begun
in October as part of its “Blueprint for Growth”
strategy (REC, Oct. 17, 2000, p. 14). The plans
include globalizing administrative functions,
streamlining data collection and fulfillment,
rationalizing sales and marketing functions, and
simplifying technology.

“With the effectiveimplementation of Phase 1
of our financial flexibility program, we are
building the financia resourceswe need to invest
ingrowthinitiatives,” saidAllan Loren, chairman
and chief executive officer of D&B. “Some of
our financial flexibility will besd ectively invested
in our new [business-to-business| B2B strategy
aswework to becomean important player inB2B
e-commerce.” Other key year-over-year gainers
were Microtouch Systems Inc. (up 65 percent)
and Diebold Inc. (up 45 percent).

Leading the list of year-over-year losers
was Open Market Inc., whose stock price plum-
meted 98 percent from December 1999. The
company last month named Harland LaVigne
its new chairman of the board of directors, presi-
dent and chief executive officer. “1 believe Open
Market has significant potential,” LaVigne said.
“I intend to tap those strengths while infusing
the company with new business practices and
policies to better position us for market growth
and profitability.”

Other leading year-over-year losers were
TheGlobe.com Inc. (down 97 percent),
MessageM edialnc. (down 97 percent) and Onsale
Inc. (down 96 percent). TheGlobe.com also had
a change in a key executive position as David
Stonehill has become the new vice president of
business and legal affairs.

Studies Say Banner Ads
Increase Site Awareness

Whilesomeindustry analysts have scoffed at
the effectiveness of banner ads due to low click-
through rates, don’t count this marketing option
out completely. A recent study has determined
that consumers are treating banner ads as
something of an online billboard — they will see
the ad and later will visit the advertiser’s Web
stedirectly.

Seattle, Wash.-based digitd marketing firm
Avenue A Inc., as part of its Digita Marketing
Insights program, concludes that this type of
indirect consumer conversionsare caled “ aware-
ness conversions,” which can build brand aware-
ness and woo customers.

In a pilot study with an online and offline
marketer, AvenueA concludesthat aclient’ sonline
advertising campaign wasdirectly accountablefor
driving a 10 percent increase in conversions. It
adds that 80 percent of these conversions were
from customerswho did not click on banner ads,
but rather converted later on the client’ s site.

“We bdievethisisabreakthrough study, pro-
viding confirmation for those marketerswho have
reaped the benefits of online advertising for the
last few years, and offering proof of themedium’s
effectiveness for those who are considering it
for the first time,” said Diane McCowin, vice
president of analyticsfor AvenueA.

Avenue A designated one test group to re-
ceive banner ads from the client, while a control
group received ads completely unrelated to the
client. It then counted the number of customers
in each group that converted on the client’ s Web
site, concluding that the online campaign drew
more customersto the client’ s site.

Search Sites Not a Big Draw

In a second study on online marketing,
WebSideStory Inc. states that search sites refer
only a small percentage of traffic to Web sites
worldwide. The company’s StatMarket service
concludes that search sites accounted for only
6.86 percent of global referrals, whiledirect navi-
gation and bookmarks together accounted for
47.01 percent of referrals, and Internet links
drew 46.13 percent.

“This data shows two things: That most
people aready know where they want to go on
the Web, and that Internet links, such as banner
advertising and affiliates, till remainavery viable
way to attract customers,” said Geoff Johnston,
vice president of product marketing for
StatMarket. “Thisinformation may cause busi-
nesses to rethink the waysin which they acquire
new visitors.”

Avenue A: http://www.avenuea.com

WebSideStory: Contact Erik Bratt.
Phone: (858) 546-0040, ext. 365.
http://www.websidestory.com
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REC CALENDAR

e Jan. 17-19, Xtreme Wireless Technology, San Jose, Calif.
Contact: Wireless Communications Association International,
1140 Connecticut Ave. NW, Suite 810, Washington, DC 20036.
Phone: (202) 452-7823. http://www.wcai.com

« Jan. 21-24, EC 2001, San Francisco, Calif. Contact: EC2001
Registrar, c/o NACHA, PO. Box 64193, Baltimore, MD 21264.
Phone: (800) 487-9180. http://www.nacha.org

* Jan. 22-24, Mobile Commerce World Scandinavia, Stockholm,
Sweden. Contact: Terrapinn Ltd., 2nd Floor, 100 Hatton Garden,
London, ECIN 8NX, UK Phone: +44 0 20-7242-2324.
http://ww.mobilecommerceworld.com

e Jan. 29-Feb. 1, COMNET Conference and Expo, Washington,
D.C. Contact: COMNET, PO. Box 3884, Boston, MA 02241.
Fax: (508) 759-4552. http://www.comnetexpo.com

* Jan. 29-Feb.1, Electronic Procurement, Tysons Corner, Va.
Contact: |.T. Direct Inc., 11501 Sunset Hills Road, Suite 250,
Reston, VA 20190. Phone: (703) 471-8520.
http://ww.e-gov.com

* Feb. 1-2, Cyberspace Law School, New York, N.Y. Contact:
Glasser LegadWorks, 150 Clove Road, Little Falls, NJ 07424.
Phone: (800) 308-1700. http://www.glasserlegalworks.com

* Feb. 12-13, Mobile Commerce Conference, San Jose, Calif.
Contact: Key3Media Events Inc., 300 First Ave., Needham, MA
02494. Phone: (800) 325-8850. http://www.key3media.com

» Feh. 22-23, Cyberspace Law School, Santa Clara, Calif. Con-
tact: Glasser LegaWorks, 150 Clove Road, Little Falls, NJ 07424.
Phone: (800) 308-1700. http://www.glasserlegalworks.com

e March6-9, CFP2001: The 11th Conference on Computers,
Freedom and Privacy, Cambridge, Mass. http://www.cfp2001.org

e March 12-15, Web-Enabled E-Government, Tysons Corner, Va.
Contact: |.T. Direct Inc., 11501 Sunset Hills Road, Suite 250,
Reston, VA 20190. Phone: (703) 471-8520. http://www.e-gov.com

e March 19-20, Cyberspace Law School, Washington, D.C. Con-
tact: Glasser LegdWorks, 150 Clove Road, Little Falls, NJ 07424.
Phone: (800) 308-1700. http://www.glasserlegalworks.com

e March 20-22, FOSE 2001, Washington, D.C. Contact: Post
Newsweek Tech Media Group, 850 Leesburg Pike, Suite 7500,
Vienna, VA 22182. Phone: (800) 791-3673. http://www.fose.com

e April 2-4, Internet and E-Business Conference and
Exposition, New York, N.Y. Contact: Gartner Group, 56 Top
Gallant Road, Stamford, CT 06904. Phone: (203) 316-1111.
http://www.gartner.com

o April 22-25, Payments 2001, Washington, D.C. Contact:
NACHA Conference Registrar, PO. Box 64193, Bdtimore, MD
21264. Phone: (703) 561-1100. http://mww.nacha.org/conferences

e May 7-10, Customer 360 Conference and Expo, Washington,
D.C. Contact: Key3Media EventsInc., 300 First Ave., Needham
MA 02494. Phone: (800) 325-8850. http://www.key3media.com

e May 14-17, CardTech/SecurTech 2001, Las Vegas, Nev.
Contact: CardTech/SecurTech. Phone: (301) 654-0551.
http://www.ctst.com

* June 4-8, JavaOne Conference, San Francisco, Calif. Contact:
Key3Media Events Inc., 300 First Ave., Needham MA 02494.
Phone: (800) 325-8850. http://www.key3media.com

e July 9-12, E-Gov 2001, Washington, D.C. Contact: |.T. Direct
Inc., 11501 Sunset Hills Road, Suite 250, Reston, VA 20190.
Phone: (703) 471-8520. http://www.e-gov.com

e Aug. 8-9, NetExpo Washington 2001, Washington, D.C.
http://mww.netexpowashington.com

e Sept. 10-11, Information Assurance, Washington, D.C. Con-
tact: 1.T. Direct Inc., 11501 Sunset Hills Road, Suite 250, Reston,
VA 20190. Phone: (703) 471-8520. http://www.e-gov.com

Please send your conference information to Editor Jerry Ashworth
by e-mail at jashworth@tr.com or by fax at (202) 842-1875. O
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