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Glossary

Accessprovider: Thecompany that providesyouwith Internet accessand,
insomecases, anonlineaccount ontheir computer system.

Application: Softwarethat |etsusersdorel atively complex tasks, aswell as
create and modify documents. Common application types include word
processors, spreadsheets, database managers, and presentation graphics
programs.

B2B: Onthelnternet, B2B (business-to-business), alsoknownase-biz, isthe
exchangeof products, services, or informati on between busi nessesrather than
between businessesand consumers.

Bandwidth: How much stuff you can send through aconnection. Usually
measured in bits-per-second. A full page of Englishtextisabout 16,000 bits.
A fast modem can move about 57,000 bitsin one second. Full-motionfull-
screenvideowould requireroughly 10,000,000 bits-per-second, depending
oncompression.

Broadband system: A broadband system iscapabl e of transmitting many
different signal sat thesametimewithoutinterferingwith oneanother. Forlocal
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areanetworks, abroadband systemisonethat handlesmultiplechannel sof
local areanetwork signalsdistributed over cabletelevision (CATV) hardware.

Circuit-switched: A typeof network connectionthat establishesacontinuous
electrical connection between calling and called usersfor their exclusiveuse
until theconnectionisreleased. Ericsson PBX isacircuit-switched network.

Client/server relationship: A client applicationisonethat residesonauser’s
computer but sends requests to a remote system to execute a designated
procedureus ngargumentssupplied by theuser. Thecomputer that initiatesthe
request istheclient and thecomputer responding to therequestistheserver.
Many network servicesfollow aclient and server protocol.

Coase' s theory: The belief that externalities can be accounted for in a
production processby theconsumer of anexternality agreeingonapricewith
theproducer first.

Competitivemarkets: Marketswherefirmsare generally freeto enter or
leaveamarket.

Complementary products: Two goods used together by consumers, for
example, bread and butter.

Consumer equilibrium: Whenaconsumer ismaximizingsatisfactionfromhis/
her purchases. Thismaximizationwill happenwherethemarginal utility/price
ratiosareequal for all goodsthe consumer isconsuming.

Consumer sur plus: Thisoccurswhen peopleareabletobuy agoodfor less
thanthey wouldbewillingto pay. They enjoy moreutility thanthey had to pay
for.

Crosselasticity of demand: Measuresthe responsiveness of demand for
good A toagiven changeinthe price of good B. It isan important piece of
informationtoafirmasit hel psthem predict how muchthedemandfor their

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



Glossary 229

product will changeasthepriceof other goodschange. Wecal culatethecross
priceelasticity fromthefollowingformula: Crosspriceel asticity of demand=
% changeindemandfor good A / % changeinthepriceof goodB. If thefigure
isgreater thanone, thentheproductisdescribedas“elastic,” or sensitive. This
meansthat demandwill changeby morethanthechangeinthepriceof theother
good. If thefigureislessthan one, thentheproduct isdescribed as” inelastic”
andthedemandwill changeto beproportionately |essthanthepriceof theother
good. Thesignof thecrosspriceelasticity givesimportantinformation. If the
crosspriceelasticity of demandispositive, thenthisimpliesthat thetwo goods
aresubstitutes. A negativesignimpliesthat they are complementary goods.

Cross-platfor m: Refersto software(or anything el se) that will work onmore
that oneplatform (typeof computer).

Cyber space: A termusedtorefer totheel ectronic universeof information
availablethroughthelnternet.

Derived demand: Theamount of demandfor good A dependsinturnonthe
amount of demand for good B, for example, anincrease in the demand for
housescreatesadirect demandfor bricklayers.

Differentiated goods: Goodsor servicesthat aredistinguished fromrival
productsby, for example, packaging, advertising.

Differentiation: A strategy that offersthe samegoodsat different pricesfor
different sectorsof themarket.

Discriminatingmonopoly: A soleproducer who dividesup the market and
chargesdifferent pricestodifferent groupsof customers.

Economicrent: A surpluspaidto any factor of production over itssupply
price. Economicrentisthedifference betweenwhat afactor of productionis
earning (itsreturn) andwhat it would needto beearningtokeepitinitspresent
use. Itisinother wordstheamount afactor isearning over and abovewhat it
couldbeearninginitsnext best alternativeuse (itstransfer earnings).
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Elasticity of demand: Theelasticity of demandindicatestheresponsiveness
of demand to achange in adeterminate, for instance, price, price of other
goods, andincome.

Encoding: Filetransfer formatting that enablesencrypted, compressed, or
binary filesto betransferred without corruption or lossof data.

Equilibrium price: Thepricewherethequantity supplied by firmsequalsthe
guantity demanded by households. In other words there is no shortage or
surpluswithinthemarket.

Ethernet: AnIEEE 802.3 standard data link layer that can operate over
several different media, including fiber optic, coaxial cable, andtwisted-pair
cable. This 10 million-bit-per-second networking schemeiswidely used on
campusesbecauseit cannetwork awidevariety of computers; itisnot proprietary,
and componentsarewidely availablefrommany commercia sources.

Exter nalities: Thespillover effectsof productionor consumptionforwhichno
paymentismade. Externalitiescanbepositiveor negative. For example, all fax
users gained as new users become connected (positive); and smoke from
factory chimneys(negative).

Extranet: Anintranet that isaccessibleto computersthat arenot physically
part of acompany’s own private network but that is not accessible to the
genera public—for example, toalow vendorsand businesspartnersto access
acompany web site.

Fileserver: A computer that sharesitsresources, such asprintersandfiles,
with other computersonthenetwork. Anexampleof thisisaNovell NetWare
Server that sharesitsdisk spacewithaworkstation that doesnot haveadisk
driveof itsown.

I mper fect competition: Coversmarket structuresbetween perfect compe-
titionand monopoly, that is, anindustry with barrierstoentry and differentiated
products.
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I nfor mation technology: Includesmattersconcerned withthefurtheranceof
computer science and technology, design, development, installation, and
implementation of information systemsand applications.

Inter net: Thelnternet (notethecapital 1) isthelargest Internetintheworld.
Itisathree-level hierarchy composed of backbone networks(for example,
NSFNET, MILNET), mid-level networks, and stub networks. Thelnternetis
amultiprotocol internet.

| P: Internet Protocol isthestandard that allowsdissimilar hoststo connect to
each other throughthelnternet. Thisprotocol definesthelPdatagramasthe
basicunit of information sent over thelnternet. Thel Pdatagram consistsof an
| P header followed by amessage.

| SO: International Organizationfor Standardization, thegroupthat devel oped
the OSI protocols.

| SP: Internet Service Provider. An institution that provides accessto the
Internetinsomeform, usually for money.

| SP: Internet Service Provider. A company that provides access to the
Internet. A serviceprovider canoffer ssmpledial-up access, SL I P/PPPaccess,
or adedicatedline.

LAN: Local Area Network. A network of directly connected machines
(locatedincloseproximity) providing high-speed communi cation over physical
mediasuch asfiber optics, coaxial cable, or twisted pair wiring.

Liquidity: Liquidity refersto the ease with which an asset such as bank
depositsor property can beturnedintomoney. Liquid assetsareonesthat can
quickly beconvertedto cash.

Mar ginal revenue: Theincomereceived fromthe saleof oneextraunit
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Market failure: Market failure occurs when the workings of the price
mechanismareimperfect andresultinaninefficient or grossly unfair allocation
of resourcesfromtheperspectiveof society. Examplesincludetheeducation
and defense markets.

M ar ket segment: A particular group of consumerswithinamarket.

M obile commer ce: M-commerce (mobile commerce) is the buying and
selling of goodsand servicesthroughwirelesshandhel d devicessuchascel lular
telephonesand personal digital assistants(PDAS).

Monopoly: Intheory anindustry whereonefirm producestheentireoutput of
amarket. In practice, inthe United Kingdom, any onefirmthat has25% of a
market isconsidered to havemonopoly control.

Monopsony: A market wherethereisonly asinglebuyer of agood.

Native: Softwarethat’ swritten specifically torunonaparticular processor.
For exampl e, aprogram optimizedfor a68K processor runsin nativemodeon
aQuadra, butitrunsinemulation mode (whichissl ower onaPower PC-based
Power Mac). Alsothefileformat inwhich an application normally savesit
documents. Thenativeformatisgenerally readableonly by that application
(other programscan sometimestranslateit usingfilters).

Network: Ingeneral agroup of computersset up to communicatewith one
another. Y our network canbeasmall systemthat’ sphysically connected by
cables(aLAN), or you can connect separate networkstogether toformlarger
networks(called WANS). Thelnternet, for example,ismadeup of thousands
of individual networks.

Node: A computer that isattached to anetwork; sometimescalled ahost.

Nor mal goods: Goodstowhichthegeneral |aw of demand tendsto apply.
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NSFNET: National Science Foundation Network. TheNSFNET isahigh-
speed network of networksthatishierarchical innature. Atthehighestlevel is
abackbonenetwork that spansthe continental United States. Attachedtothat
aremid-level networks, and attached to the mid-level sarecampusandlocal
networks. NSFNET al so hasconnectionsout of theU.S. to Canada, Mexico,
Europe, andthePacificRim. TheNSFNET ispart of thelnternet.

Oligopoly: A market dominated by avery few sellerswho account for alarge
proportionof output.

Online: Actively connected to other computersor devices. You' reonline
whenyou’ velogged ontoanetwork, BBS, or onlineservice. A devicesuchas
aprinterisonlinewhenit’ sturned on and accessibletoacomputer. If you're
not online, thenyou’ reoff-line.

Onlineservice: A commercial servicethat (for aprice) providesgoodiessuch
ase-mail, discussionforums, tech support, softwarelibraries, news, weather
reports, stock prices, planereservations, even electronic shoppingmalls. To
access one, you need amodem. Popular online servicesinclude America
Online, CompuServe, and Prodigy.

Packet-switching: Datatransmission process, utilizing addressed packets,
whereby achannel isoccupied only for theduration of the packet transmission.
SDSUnetisapacket-switching network.

Peer -to-peer: A network setup that allowsevery computer to both offer and
accessnetwork resources, suchassharedfiles, without requiringacentralized
fileserver. Macintosh computersutilizethistypeof network setup.

Pricediscrimination: Whenthesameproductissoldindifferent marketsfor
different prices. A firmwill only beableto pricediscriminatewherethereis
separation betweenthemarkets. If thereisany significant leakagebetweenthe
markets, thepricediscriminationwill break down.
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Privategood: A privategoodisonethat isbothrival and excludable. One
person’ s consumption will mean that the good is not available for another
personto consumeit.

Protocols: When datais being transmitted between two or more devices,
something needsto governthe control sthat keep thisdataintact. A formal
description of messageformatsand therulestwo computersmust follow to
exchange those messages. Protocol s can describe low-level detailsof ma-
chine-to-machineinterfaces(for example, theorder inwhichbitsandbytesare
sent acrosswire) or high-level exchangesbetween application programs(for
example, theway inwhichtwo programstransfer afileacrossthelnternet).

Public goods: Items that can be jointly consumed by many consumers
simultaneoudly without any lossinquantity or quality of provision, for example,
alighthouse. Public goodsarethereforegoodsthat would not beprovidedin
a pure free-market system. This is because they display two particular
characteristics: 1. Non-rivalry - Consumption by one person doesnot reduce
the amount available for others. 2. Non-excludability - Once the good is
provided, itisimpossibleto stop peoplefromconsumingit evenif they haven't
paid. An example of thisis defense. It isimpossible to charge people for
defense, asthey consumeit asthewhol e country isbeing defended at once.
Also one person being defended doesnot stop othersbeing defended.

Sear ch engines: A type of software that creates indexes of databases or
Internet sitesbased onthetitlesof files, key words, or thefull text of files.

Skimming: A pricing policy sometimesused by companiesintroducinganew
product. A high price is set to ensure large profits are made before the
competitorsareableto produceasimilar product.

Subsidies: Paymentsto producersor consumersdesigned to encouragean
increaseinoutput.

Substitution effect: Thisoccurswhenachangeintherelativepriceof agood
causesthe consumer toreview how much they consume. For instance, if the

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



Glossary 235

pricerises, thenthiswill reducetherelativeincomeof anindividual who does
not changetheir consumption patterns.

TCP/1P: Transmission Control Protocol/Internet Protocol. A set of protocols,
resultingfrom ARPA efforts, used by theInternet to support servicessuch as
remotelogin(TELNET), filetransfer (FTP),andmail (SMTP).

Total utility: Theamount of sati sfaction obtai ned by consuming unitsof a
good.

Transaction costs: All thecostsassociated with buying and sellingagood, for
example, thecost of finding out information.

Transfer payments: Transfer paymentsare paymentsfor whichnogood or
serviceisexchanged. Inother words, money hassimply beentransferredfrom
onepersoninsoci ety toanother. Thisincludesthingslikebenefits, pensionsand
|ottery payments. A significant proportion of government expenditureison
transfer payments.

USENET: A network of newsgroups. There arethousands of newsgroups
availablethrough USENET. Each onecoversaspecifictopicor subject area.

Vertical integration: Vertical integrationiswherefirmsat different stagesof
theproduction chainmergetogether.

Web browser : AlsoknownasaWeb client program, thissoftwareal lowsyou
toaccessandview HTML documents. Netscape, Mosaic, Lynx, WinWeb,
and MacWeb are some examples of Web browsers.

Web page: A document createdwithHTML thatispart of agroup of hypertext
documentsor resourcesavail ableontheWorld WideWeb.

WideAreaNetwork (WAN): Network spanning multiplegeographicdis-
tances, usually connected by tel ephonelines, microwave, or satellitelinks.
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WWW: WorldWideWeb, or W3, isthehypermediadocument presentation
system that can be accessed over the Internet using software called aWeb
browser.

Zerosum game: A zero-sumgameoccurswhen any gainmadeby oneplayer
isexactly balanced by lossesto other players.
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