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Chapter 3 “The Internet and E-Business”
Section 3.1 – Business and the Internet:
· E-Business: The conducting of business on the internet, not only buying and selling, but also serving customers and collaborating with business partners.

Disruptive Technology: 
· Digital Darwinism: Implies that organizations which cannot adapt to the new demands placed on them for surviving in the information age are doomed to extinction.
· Disruptive vs. Sustaining Technology:
· Disruptive Technology: A new way of doing things that initially does not meet the needs of existing customers.
· Sustaining Technology: Produces an improved product customers are eager to buy.
· Innovator’s Dilemma: Discusses how established companies can take advantage of disruptive technologies without hindering existing relationships with customers, partners, and stakeholders. 
· The Internet – Business Disruption:
· One of the biggest forces changing business is the internet.
· Organizations must be able to transform as markets, economic environments, and technologies change.
· Focusing on the unexpected allows an organization to capitalize on the opportunity for new business growth from a disruptive technology.

Evolution of the Internet:
· The internet began as an emergency military communications system operated by the U.S. Department of Defence.
· Gradually the internet moved from a military pipeline to a communication tool for scientists to business.
· Internet: Computer networks that pass information from one to another using common computer protocols.
· Protocol: Standards that specify the format of data as well as the rules to be followed during transmission.
· Many entities oversee the internet and set standards:
1. Internet Engineering Task Force (IETF): The protocol engineering and development arm.
2. Internet Architecture Board (IAB): Overall architecture and provides guidance to IETF.
3. Internet Engineering Steering Group (IESG): Technical management of IETF activities.
· Evolution of the World Wide Web (WWW): A global hypertext system that uses the internet as its transport mechanism.
· Hypertext Transport Protocol (HTTP): The internet standard that supports the exchange of information on the WWW.
· Two Main Events:
1. Tim Berners-Lee built the first web site on August 6, 1991 (http://info.cern.ch/)
2. Marc Andreeson developed the NCSA Mosaic program (lead to more accessibility).
· Digital Divide: Occurs when those with access to technology have great advantages over those without access to technology. 
· Reasons for Growth on the WWW:
1. The microcomputer made it possible for an average person to own a computer.
2. Advancements in networking hardware/software/media made it possible for business PCs to be inexpensively connected to larger networks.
3. Browser software such as IE and Netscape gave PC users an easy to use graphical interface to find, download, and display web pages.
4. The speed, convenience, and low cost of e-mail have made it crucial.
5. Basic web pages are easy to create and extremely flexible.

Web 2.0: A set of economic, social, and technology trends that collectively form the basis for the next generation of the internet.
· Technological Drivers:
1. Billions of people around the globe now have access to the internet. 
2. Mobil devices outnumber desktop computers three to one.
3. Over 60% of all US internet access is now via always-on broadband connections.
· Laws of Social Networks: 
1. In the first quarter of 2006, MySpace signed up 280,000 new users each day.
2. By the second quarter, 50 million blogs had been created – new ones added (2/second).  
3. In 2005, eBay conducted 8 billion API-based web service transactions.
· Mashups: A web site/application that uses content from more than one source to create a completely new service. 
· Application Programming Interface (API): Set of routines, protocols, and tools for building software application.

The Future – Web 3.0: Term that has been coined with different meanings to describe the evolution of web usage and interaction among several separate paths.
· (1) encompasses the web into a database; (2) an evolutionary path into AI; (3) the realization of semantic web and service-orientated architecture; (4) evolution toward 3D.
· Semantic Web: An evolving extension of the WWW in which web content can be expressed not only in natural language, but also in a format that can be read and used by software agents.
· Service-Orientated Architecture: Business-driven IS architectural approach that supports integrating a business as linked, repeatable tasks or services.

Accessing Internet Information:
1. Intranet: Internalized portion of the internet, protected from outside access, for employees.
2. Extranet: An intranet that is available to strategic allies.
3. Portal: Web site that offers a broad array of resources and services.
4. Kiosk: Publicly accessible computer system that allows interactive information browsing. 

Providing Internet Information:
1. Internet Service Provider (ISP): Provides individuals and other companies access to the internet.
· Wireless ISP (WISP): Allow subscribers access to a server over hotspots or access points.
2. Online Service Provider (OSP): Offers an extensive array of unique web services.
3. Application Service Provider (ASP): Offers access over the internet to systems and related services that would otherwise have to be located in organizational computers.
· Service Level Agreement (SLA): Define the specific responsibilities of the service provider and set the customer expectations.

Section 3.2 – E-Business:
· E-Commerce: The buying and selling of goods and services over the internet.

E-Business Models: An approach to conducting electronic business on the internet.
· Business to Business (B2B): Applies to businesses buying from and selling to each other over the internet. 
· Electronic Marketplace: Interactive business communities providing a central market where multiple buyers and sellers can engage in e-business activities.
· Business to Consumer (B2C): Any business that sells its products or services to consumers over the internet. 
· E-Shop: A version of a retail store where customers can shop any time without leaving their home. 
· E-Mall: Consists of a number of e-shops; it serves as a gateway through which a visitor can access other e-shops.
1. Brick-and-Mortar: A business that operates in a physical store without an internet presence.
2. Pure-Play: A business that operates on the internet only.
3. Click-and-Mortar: A business that operates in a physical store and online.
· Consumer to Business (C2B): Any customer that sells a product or service to a business over the internet.
· Consumer to Consumer (C2C): Applies to sites primarily offering goods and services to assist consumers interacting with each other over the internet. 
· Auctions:
1. Electronic Auctions: Sellers and buyers solicit consecutive bids from each other and prices are determined dynamically.
2. Forward Auction: An auction that sellers use as a selling channel to many buyers and the highest bidder wins.
3. Reverse Auction: An auction that buyers use to purchase a product or service, selecting the seller with the lowest bid.
· Communities:
1. Interest: People interact with each other on specific topics.
2. Relations: People come together and share certain life experiences.
3. Fantasy: People participate in imaginary environments.
Organizational Strategies for E-Business:
· Marketing/Sales:
1. Online Ad: Box running across web page that contains advertisements.
2. Pop-Up Ad: A small web page containing an advertisement.
3. Associate Program: Businesses generate commissions or royalties.
4. Viral Marketing: Technique that induces web sites or users to pass on a marketing message.
5. Mass Customization: Gives customers the opportunity to tailor products or services.
6. Personalization: A web site can fashion offers that are more likely to appeal to that person.
7. Blog: Web site in which items are posted on a regular basis.
8. Real Simple Syndication (RSS): A web feed format used for web syndication of content.
9. Podcasting: The distribution of audio or video files over the internet to play on mobile tech.
· Search Engine Optimization (SEO): A set of methods aimed at improving the ranking of a web site in search engine listings.
· Spamdexing: Uses a variety of deceptive techniques in an attempt to manipulate search engine rankings.
· Financial Services:
· Types of Online Consumer Payments:
1. Financial Cybermediary: Internet based company that facilitates payments over the internet. Ex: PayPal.
2. Electronic Cheque: Mechanism for sending a payment from a chequing or savings account.  Ex: Online Banking
3. Electronic Bill Presentment and Payment: A system that sends bills over the internet and provides an easy-to-use mechanism to pay the bill.
4. Digital Wallet: Both software and information. The software provides security for the transaction and the information includes payment and delivery information.
· Online Business Payments: 
1. Electronic Data Interchange: Standard format for exchanging business data.
· Value Added Network (VAN): Private network, provided by third-party, for exchanging information through a high-capacity connection.
2. Financial EDI: A standard electronic process for B2B market purchase payments. 
· Procurement: 
· Maintenance, repair, and Operations (MRO) Materials: Materials necessary for running an organization but do not relate to the company’s primary business activities.
· E-Procurement: The B2B purchase and sale of supplies and services over the internet. 
· Electronic Catalogue: Presents customers with information about goods and services offered for sale, bid, or auction on the internet.




· Customer Service: 
· Customer service is the business process where the most human contact occurs between buyer and seller.
· E-Business strategists are finding customer service via the web is one of them most challenging and potentially lucrative areas of e-business.
· The primary issue facing customer service departments using e-business is consumer protection.
· Consumer Protection:
· Issues:
1. Unsolicited goods and communication
2. Illegal or harmful goods, services, and content.
3. Insufficient information about goods or their suppliers.
4. Invasion of privacy.
5. Cyber fraud.
· E-Business Security:
1. Encryption: Scrambles information into an alternative form that requires a key or password to decrypt the information. 
2. Secure Socket Layer (SSL): (1) creates a secure and private connection between a client and server computer; (2) encrypts the information; (3) sends the information over the internet. 
3. Secure Electronic Transaction: Transmission security method that ensures transactions are secure and legitimate.
· Intermediaries: Agents, software, or businesses that bring buyers and sellers together that provide trading infrastructure to enhance e-business.
· Re-intermediation: Using the internet to reassemble buyers, sellers, and other partners in a traditional supply chain in new ways.

Measuring E-Business Success:
· Most companies measure the traffic on a web site as the primary determinant of the web sites’ success. However, a large amount of web site traffic does not equate to large sales.
· Many organizations with high web site traffic have low sales volumes. 
· Web Site Metrics:
· Interactivity: Measures the visitor interaction with the target ad.
· Cookie: A small file deposited on a hard drive by a web site containing information about customers and their web activities. (No consent from customers).
· Click-Through: A count of the number of people who visit one site and click on an advertisement that takes them to the site of the advertiser. 
· Click-Stream Data: Tracks the exact pattern of a consumer’s navigation through a web site. Reveals: # of page views, pattern of visited sites, duration, date/time, and # of customers with/without shopping carts.
· Types of Metrics: Visitor (I.D), Exposure (Reach), Visit (Time), and Hits (Requests).
E-Business Benefits and Challenges:
· Benefits: Accessibility, customer loyalty, improved information content, convenience, global reach, and decreased cost.
· Challenges: Protecting customers, leveraging existing systems, increasing liability, providing security, and adhering to taxation rules. 
· E-Business Revenue Models:
1. Transaction Fees
2. Licensing Fees
3. Subscription Fees
4. Fees for Value-Added Services
5. Advertising Fees.

New Trends: 
· M-Commerce: The ability to purchase goods and services through a wireless internet enabled device.
· E-Government: Involves the use of strategies and technologies to transform governments by improving the delivery of services and enhancing the quality of interaction between the citizen-consumer within all branches of government.

