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ABSTRACT

Privacy isthe most significant and complex ethical issuefacing LBS. While
LBSis more than the combination of e-commer.ce and tel emarketing, we use
the ethical failures of those two ‘media to show that consumers will seek
legislative action to-protect themselves from invasions of privacy using the
new medium. The alter native is effective self-regulation by the industry; we
conclude with a proposed model for such self-regulation, involving existing
trade groups.

INTRODUCTION

Just five years ago, there was very little notice of e-commerce and little
advertisngontheWebh. WhenHoffmanand Novak wrotetheir articlein 1996, they
were introducing this'advertising tool to marketing researchers. Now, Web
advertisingisthesubject of numerousacademicarticles. A great deal of research
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attentionhasfocused one-commerceandhow it haschanged, andischanging, both
themarketing and themanagement of companies. Weknow, for example, that
muchof theallureof theWorldWideWebliesintheexploitationof its* worldwide’
capabilities: marketershaveaccesstoalargegroupof customers, regardlessof their
physical location. Serviceprovidershavemadeuseof thetechnol ogy toinform
customersabout their of ferings, expediteresponsesto customer complaints, and
facilitatereservationsand purchases.

Littleresearch attention hasyet beenpaid, however, to the emergence of
mobilecommerce(m-commerce), whichdiffersfrome-commerceinprovidinga
new way tomarket tol ocal customer bases—andto consumerswhoaremerelyin
trangtthroughaparticularl ocation. Withthem-commerceapplicationof location-
based services(LBYS), thephysical |ocation of amoving customer isidentified.
Based upon that location, the customer isthen directed to the nearest service
provider. The* directing” takespl acethrough portable, mobiledevicesdesignedto
allow consumerstoaccessthel nternet whatever their location.

A primary reasonwhy thisnew marketingtool hasnotyetbeenmuchstudied
isthat, so far, its useis not well-advanced. Many companies worldwide are
devotingmuchmoney andefforttomakingL BSm-commercemoreubiquitous,and
onceastandard protocol hasheenadoptedit seemslikely that thisnew technol ogy
soon will be at least as transformative of the marketing and management of
companiesase-commercehasbeen.

In‘this chapter, we explain the three features that differentiate LBS m-
commercefrome-commerce: mobilelocationidentification, synchronoustwo-
way communication, and provider power. Then, wearguethat themaost complex
ethical issueconfrontingmarketersasthey begintousethisnewtool isanesca ated
formof theethical i ssuerai sed by telemarketing and by e-commerce: privacy. It
isour belief that LBSwill createforitself thesametypeof restrictivelegidative
environment that now constrainstelemarketingif effectiveindustry self-regulation
doesnottakeplace. Weconcludeby articul atingamode for self-regulationthat we
thinkwill allow theindustry toavoid otherwiseinevitabl elegid ativeaction.

WefocusonthesituationintheU.S. Whileprivacy isanissueworldwide, three
factorsmakeitlikely that theU.S. will beatestinggroundfor privacy inrelationto
LBS. Firgt, thegovernment’ smandatethat | ocationinformationbeavailablefor al
cellular phonecall swill meanthat theability totrack locationwill.soonexistinthe
U.S. Second, regulationsontheuseof consumer dataarenat asrestrictiveinthe
U.S. asinother countries. Thisopensthe door.to thepossibility of unethical
behavior by companies. Finaly, many Americansbelievethat privacy isaright,and
areperhapsmorelikely than eitizensof other nationstotakeactiontodefend that
right.
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