Chapter 3: E-Business and Internet
· E-Business is conducting business on the Internet, not only buying and selling but also serving customers and collaborating with business partners. E-Business is further broken down into:
· Disruptive Technology
· Examples of this include the Polaroid Camera, which went bankrupt in 2002 because of the threat of substitutes (the digital camera and quicker film processing). What is best for the business (instant photos) tend to create issues and ruin the business in the long term. The term Digital Darwinism implies that organizations cannot adapt to the new demands placed on them for surviving in the information age is doomed to extinction.
· Disruptive Technologies is a new way of doing things, which does not initially meet the needs of existing companies. Disruptive Technologies tend to open new markets and destroy old ones. (New tech, like portable radios knocking out old tech like large vacuum-tube radios)
· On the other hand, sustaining technology produces an improved product that consumers are eager to buy, and tend to provide us with better, faster, and cheaper products in established markets. An example of this is a faster hard drive or car
· Evolution Of The Internet
· The Internet is a global public network of computer networks that pass info from one to another using common computer protocols. Protocols are standards that specify the format of data as well as the rules to be followed during transmission. No one party oversees the internet, but there are sevel and they oversee the Internet and set standards, including:
· Internet Engineering Task Force (IETF) : protocol engineering and development arm of the internet
· Internet Architecture Board (IAB) : Responsible for defining the overall architecture of the Internet, providing guidance and broad direction to the IETF
· Internet Engineering Steering Group (IESG): Technical management of IETF activities and the Internet standards process
· Evolution of the World Wide Web
· World Wide Web (WWW) is a global hypertext system that uses the internet as its transport mechanism
· HyperText Transport Protocol (HTTP) is the internet standard that supports the exchange of information on the WWW. HTTP enables Web authors to embed hyperlinks in Web documents by defining universal resource locators (URLs) and how they can be used to retrieve resources from anywhere on the Internet.
· Transmission Control Protocol (TCPIP) – how they transfer packages around severs
· Web browsers read the HTML text and convert it to a web page
· The internet was mostly text based until 1991, when the first web browser was created (NCSA Mosaic). The first website was also launched by Berners-Lee.
· MEDCAFS LAW states that the value of the network is equivalent to the number of people on it.
· MOORS LAW states that the cost of technology cuts in half every 18 months
· The digital divide took place when those with access to technology have great advantages over those without access to it.
· Web 2.0 is a set of economic, social, and technology trends that collectively form the basis of the next generation of Internet – a more mature, distinctive medium characterized by user participation, openness and network effects. Does not refer to Web tech specs update, but refers to changes in the ways software developers and end users use the web as a platform
· Web 2.0 is a force that is propelling companies across all industries toward a new way of doing business. The change is caused by factors like:
· Billions of people accessing the Internet around the globe
· By 2014 the web will be accessed by a mobile device more than a PC
· Over 90% of American homes have an always-on broadband connection
· A Web Mashup is a website or web app that uses content from more than one source to create a completely new service. Ex: Putting Jay-Z lyrics over Radiohead song to make something old become new
· Content used in mashups is usually sourced from an Application Programming Interface (API), which is a set of routines, protocols, and tools for building software applications.
· Mashup Editors provide a visual interface to build a mashup, often allowing the user to drag and drop data points into a web application.
· An example of a mashup would be Dole putting a 3 digit code on their bananas, which you can plug into Google Earth to get info on the farm where they were raised
· Some Mashup Examples include: 1001 Secret Fishing Holes: over a thousand fishing spots in national parks, wildlife refuges, lakes, campgrounds, historic trails, etc. (Google Maps API)
· Web 3.0 is a term coined with different meanings to describe the evolution of Web usage and interaction among several separate paths. These include transforming the web into a database, a move toward making content accessible by multiple non-browser applications, leveraging artificial intelligence technologies, or the semantic web. There is a debate to what Web 3.0 means but most agree it includes:
· Transforming the Web into a Database
· An evolutionary path to AI
· Realization of Semantic Web and service-oriented architecture
· Evolution Towards 3D

· The Semantic Web is an evolving extension of WWW, in which content can be expressed not only in natural language, but also in a format that can be read and used by software agents, permitting them to find, share, and integrate information more easily. 
· Along with the Semantic Web comes SOA (Service-Oriented Architecture) that is a business-driven IS architectural approach that supports integrating a business as linked, repeatable tasks or services. Basically a collection of services that communicate with each other, such as passing data from one service to another or coordinating an activity between one or more services
· Accessing Internet Information
· Organizations use the Internet to share and access information. This is vital for communications from all levels of the organization, and creates structure in geographically larger organizations
· Intranet is an internalized portion of the Internet, protected from outside access that allows an organization to provide access to information and application software to only its employees. (Ex: Blackboard for Ryerson Students)
· Extranet is an intranet that is available to strategic allies (such as customers, suppliers, and partners). Businesses benefit from offering individuals outside the organization access to intranet-based information and application software such as order processing. Having a common area where employees, partners, vendors, and customer’s access information can be a major competitive advantage for an organization. (Example: Amazon having a secure connection with McGraw Hill to place an order on books)
· Having a common area where employees, partners, vendors and customers access information can be a major competitive advantage for an organization.
· Wal-Mart created an extranet for its suppliers, who can view detailed product info at all Wal-Mart locations, helping maintain their supply chain and ensure no shortage of product
· Portal is a generic term for what is in essence a technology that provides access to information. A portal is a web site that offers a broad array of resources and services, such as email, online discussion groups, search engines, and online shopping malls.
· A kiosk is a publicly accessible computer system that has been set up to allow interactive information browsing. In a kiosk, the computer’s operating system has been hidden from view, and the program runs in a full-screen mode, which provides a few simple tools and navigation. An example is the Indigo Books kiosks.





· Providing Internet Information
· Three common forms of service providers, including:
· Internet Service Provider (ISP)
· Online Service Provider (OSP)
· Application Service Provider (ASP)
· The Internet Service Provider (ISP) is a company that provides individuals and other companies access to the Internet along with additional related services, such as web site building. Larger ISPs have their own high-speed leased lines so that they are less dependent on telecommunication providers and can deliver better service to their customers.
· Another member of the ISP family is the wireless Internet Service Provider (WISP), an ISP that allows subscribers to connect to a server at designated hotspots or access points using a wireless connection. Examples include T-Mobile, with hotspots in airports, Starbucks coffee shops, and airline clubs.
· Application Service Provider (ASP) is a company that offers an organization access over the Internet to system and related service that would otherwise have to be located in personal or organizational computers. Employing an ASP is essentially outsourcing part of the company’s business logic. ASP manages a company’s software, allowing the company to hand over operation, maintenance and upgrade responsibilities for a system to the ASP.
· Service Level Agreements (SLAs) define the specific responsibilities of a service provider, and set the customer expectations. Includes items like availability, accessibility, performance, maintenance, backup/recovery, upgrades, etc.
· Online Service Provider – offers services. These are dying out or partnering up with ISPs (Example: AOL, Yahoo)
Section 3.2 – E-Business
· E-Commerce is the buying and selling of goods and services over the internet. Refers only to online transactions. E-Business, is conducting business on the internet, so not only buying and selling, but also serving customers and collaborating with business partners.


Advantages of E-Business
· Expanding Global Reach
· Information Richness refers to the depth and breadth of details contained in a piece of textual, graphic, audio or video information
· Information Reach measures the number of people a firm can communicate with all over the world.
· Opening New Markets
· Perfect for increasing niche-product sales
· Mass Customization is the ability of an organization to tailor its products or services to the customers’ specifications. Ex: Customers can order M&M’s in special colors or with customized sayings such as “marry me”. 
· Personalization occurs when a company knows enough about a customer’s likes and dislikes that it can fashion offers more likely to appeal to that person, say by tailoring its web site to individuals or groups based on profile information, demographics, or prior transactions. Amazon uses this technology
· Niche Market e-business strategies as capturing the long tail refer to the tail of a typical sales curve. This strategy demonstrates how niche products can have viable and profitable business models when selling via e-business. 
· Example Case: Rogers Plus store has 3,000 movies in its inventory. Looking at sales data, the majority of Rogers Plus’ revenue comes from new releases that are rented daily, whereas older selection are rented only a few times a month and don’t repay the cost of keeping them in stock. Thus Rogers Plus’ sales tail ends at title 3,000. Netflix however has no physical limitations and can extend its tail beyond 100,000.
· Intermediaries are agents, software or businesses that provide a trading infrastructure to bring buyers and sellers together. The introduction of e-business brought about disintermediation, which occurs when a business sells directly to the customer online and cuts out the intermediary.  In reintermediation, steps are added to the value chain as new players find ways to add value to the business process.
· Reducing Costs
· Operational benefits of e-commerce include business processes that require less time and human effort or can be eliminated. Compare the cost of sending out 100 direct mailing to the cost of a bulk email campaign.
· Improving Operations
· Big impact on customer service. Communication is often faster, more available, and more effective, encouraging customers to learn more about the product. Customers can often help themselves, using the content richness only a Web site can provide, and they can both shop and pay without leaving the house.
· 

· Improving Effectiveness
· The best way to measure e-business success is to use effectiveness IT Metrics , such as the revenue generate by Web traffic, the number of new customers acquired by Web traffic, and reductions in customer service calls resulting from Web traffic
· Interactivity metrics measure advertising effectiveness by counting visitor interactions with the target , including time spent viewing , number of pages viewed, and number of repeat visits to the advertisement. Giant step because traditional advertising methods (newspapers, magazines, etc) offer few ways to track effectiveness
· Through clickstream data they can observe the exact pattern of a consumer’s navigation through a site.
· Through E-Business marketing such s : Associate programs, Banner Ad, Tracking Click-Through, Cookies, Pop-Up Ads, Website Visitors
· Measuring Website Success
· Stickiness – visit duration
· Raw Visit Depth – total web page exposure per session
· Unidentified Visitor – how many new visitors looked
E-Business Models
An e-business model is an approach to conducting electronic business on the Internet. Transactions take place between to major entities – businesses and consumers. All happen within the framework of two types of business relationships:
· Business-to-business (B2B) applies to businesses buying from and selling to each other over the internet. The new wave in B2B e-business models is e-marketplaces, interactive business communities providing a central market where multiple buyers and sellers can engage in e-business activities.
· Business to Consumer (B2C) applies to any business that sells its products or services to consumers over the internet. 
· E-Shop , sometimes referred to as an e-store or e-tailer is a version of a retail store where customers can shop at any hour of the day without leaving their home or office
· E-Mall consists of a number of e-shops; it serves as a gateway through which a visitor can access other e-shops. E-Mall may be generalized or specialized depending on the products offered by the hosted e-shops. Revenues are generating from membership fees (from e-shops), advertising, and possible a fee on each transaction if the e-mall operator also processes payments.
· Consumer To Business (C2B) applies to any consumer that sells a product of service to a business over the internet. Example is Priceline.com
· Consumer to Consumer (C2C) applies to sites primarily offering goods and services to assist consumers interacting with each other over the Internet. eBay, for example.


Types of Businesses
Brick and Mortar – Physical Store, No Website
Pure-Play (Virtual) Business – web site only
Click and mortar – physical store and web site
· E-Auctions are a successful E-Business model
· Forward Auction – Seller offers to many buyers who bid and the highest bid wins
· Reverse Auction – buyer specifies product or service and lowest seller bid wins contract
· Electronic Marketplace is where business communities provide a central market where multiple buyers and sellers can engage in e-business activities
· Online Consumer Payments include : Financial cybermediary, electronic cheque, electronic bill presentment and payment (EBPP), Digital Wallet
· Online Business Payments include:
· Electronic Data Interchange (EDI)
· Value-added network (VAN) is what handles this transaction, it is secure, and it is encrypted and safe.
· Financial EDI
· E-Procurement – the B2B purchase and sale of supplies and services over the internet
· Maintenance, Repair, and Operations (MRO) Materials (also called indirect materials) – materials necessary for running an organization but do not relate to the company’s primary business activities
E-Business Challenges
· Protecting Consumers – Against unsolicited, illegal or harmful goods, invasion of privacy, cyber fraud
· Leveraging Existing Systems – integrating innovative system with existing systems
· [bookmark: _GoBack]Increased Liability – identity theft, privacy, and the Internet’s global reach means dealing with laws of many countries
· Providing security – Protection of consumer and business information and data sets
· Taxation Rules – adhering to often new laws
Benefits Include:
· Highly accessible
· Increased customer loyalty
· Improved information content
· Increased convenience
· Increased global reach
· Decreased cost
E-Government – involves the use of strategies and technologies
Mobile Commerce – the ability to purchase goods and services through a wireless service using a mobile phone.


	
