Chapter 3: The Internet and E-Business


BUSINESS AND THE INTERNET
Introduction
· E-business: the conducting of business on the Internet, not only buying and selling, but also serving customers and collaborating with business partners
· E-business Web sites must:
· Create buzz
· Be innovative
· Add value
· Provide useful info

Disruptive Technology
· Most organizations face a dilemma: the criteria an organization uses to make business decisions for its present business could possibly create issues for its future business – what is best for the current business could ruin it in the long term.
· Digital Darwinism: organizations that cannot adapt to the new demands placed on them for surviving in the info 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
· Considered as new investment
· Opens new markets and destroys old ones
· Eg. steamboats, transistor radio, Intel’s 8088
· Starts at the low end of the marketplace and then evolves to displace high-end competitors and their reigning technologies. Eg. Sony
Established companies can take advantage of disruptive technologies without hindering relationships with customers, partners, and stakeholders.


	Sustaining technology: 
	produces improvements to products that customers are eager to buy
· Tends to provide us with better, faster, and cheaper products in established markets
· Considered as existing investment



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
· How large amount of Internet (over 2b by 2011) changed the competitive landscape for businesses?
· Greater access to a larger number of customers
· More competitors
· Location and distance becomes a smaller factor
· Asia, including China, accounts for 23.8% of global Internet penetration but already, overwhelming leads in percent of Internet users at 44%.

Evolution of the Internet
· The Internet began as an emergency military communications system operated by the US Department of Defense’s Advance Research Project Agency (ARPA) and was called ARPANET. 
· Gradually it moved from a military pipeline to a communication tool for scientists to businesses.
· Internet: a global public network of computer networks that pass info 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

Evolution of the World Wide Web
· World Wide Web (WWW): a global hypertext system that uses the Internet as its transport mechanism
· Operates on the Internet
· Reasons for WWW growth:
· The microcomputer revolution
· Advances in networking hardware, software, and media
· Browser software
· Email
· Basic Web pages
· Smart phones and other mobile devices
· Hypertext transport protocol (HTTP): the Internet standard that supports the exchange of info on the WWW
· Enables Web authors to embed hyperlinks in Web doc by defining universal resource locations (URLs) and how they can be used to retrieve resources anywhere on the Internet
· Hypertext markup language (HTML)
· Are the Internet and the WWW synonymous? NO
· The Internet is a global network of computer networks that pass info from one to another using common computer protocols.
· The WWW is a global hypertext system that uses the Internet as its transport mechanism.
· The WWW operates on the Internet.
· Reasons for WWW growth: p. 70

The Internet makes it possible to perform business in ways not previously imaginable.
· Can also cause a gap b/w winners and losers in the game of business
· Digital divide: occurs when those with access to technology have great advantages over those without access to technology

The Internet’s impact on info:
· Easy to compile: searching for info on products, prices, customers, suppliers, and partners is faster and easier when using the Internet
· Increased richness
· Information richness: the depth and breadth of info transferred b/w customers and businesses
· Increased reach
· Information reach: the number of people a business can communicate with, on a global basis
· Improved content: a key element of the Internet is its ability to provide dynamic relevant content.
· Content and product description establish the common understanding b/w both parties to the transaction  the reach and richness of that content directly affects the transaction.

File formats offered over the WWW: Text files, Graphic files, Audio files, and Video files.

Web 2.0
· Def. A set of economic, social, and technology trends that collectively form the basis for the next generation of the Internet.
· The term does not refer to an update to Web technical specifications; instead, it refers to changes in the ways software developers and end users use the Web as a platform.
· Is a transformative force that is propelling companies across all industries toward a new way of doing business
 
Mashups: a Web site or Web application that uses content from more than one source to create a completely new product/service
· Application programing interface (API): a set of routines, protocols, and tools for building software applications
· Mashup editors: WYSIWYGs (what you see is what you get) for Mashups; provide a visual interface to build a Mashups, often allowing the user to drag and drop data points into a Web application

The Future – Web 3.0
· Web 3.0: the evolution of web usage and interaction among several separate paths:
· Transforming the Web into a database
· Making content accessible by multiple non-browser apps
· An evolutionary path to artificial intelligence (Leveraging AI technologies)
· Realization of the semantic Web and service-oriented architecture
· Evolution toward 3D
· Web 3.0: based on “intelligent” Web apps using natural language processing, machine-based learning and reasoning, and intelligence app.
· Semantic Web: structuring data so web pages describe things in a way that computers can “understand” and, thus find, share, and integrate ideas more effectively for people 
· (OR. an evolving extension of the WWW in which web content can be expressed in a way that computers can “understand” and, thus, find, share, and integrate ideas more effectively for people)

Transforming the Web into a database
· The first step toward Web 3.0 is the emergence of the data-driven Web as structured data records are published to the Web in formats that are reusable and able to be queried remotely.
· The data-driven Web enables a new level of data integration and application interoperability, making data openly accessible and linkable as Web pages.
· The full semantic Web stage will widen the scope such that both structured data and even what is traditionally thought of as unstructured or semi-unstructured content will be widely available in common formats.

An evolutionary path to artificial intelligence
· AI that can reason about the Web in a quasi-human fashion
· A debate over whether the driving force behind Web 3.0 will be intelligent systems, or whether intelligence will emerge in a more organic fashion, from systems of intelligent people

The realization of the semantic Web and SOA
· Service-oriented architecture (SOA): a business-driven IS architectural approach that supports integrating a business as linked, repeatable tasks or services.
· Is comprised as self-contained, independent apps distributed over the Internet by means of Web services software app, performing specific functions
· Is basically a collection of services that communicate with each other
· The main drivers for SOA adoption are that it links computational resources and promotes their reuse.
· Enterprise architects believe that SOA can help businesses respond more quickly and cost-effectively to changing market conditions

Evolution toward 3D
· Involves the Web transforming into a series of 3D spaces, taking the concept realized by Second Life further.

Accessing Internet Information
· Organizations use the Internet to share and access info.
· Four tools for accessing Internet info: intranet, extranet, portal, and kiosk
	Intranet:
	an internalized portion of the Internet, protected from outside access, that allows an organization to provide access to info and app software to only its employees
· Is not necessarily open to the external Internet and enables organizations to make internal resources available using familiar Internet clients, eg. Web browsers, newsreader, and email


	Extranet:
	an intranet that is available to strategic allies


	Portal:
	a Web site that offers a broad array of resources and services, such as email, online discussion groups, search engines, and online shopping malls


	Kiosk:
	a publicly accessible computer system that allows interactive info browsing




Providing Internet Information
3 common forms of service providers:
· Internet service provider (ISP)
· Online service provider (OSP)
· Application service provider (ASP)

	Internet service provider (ISP):
	a company that provides individuals and other companies access to the Internet along with additional related services
· Although Internet access is viewed as a commodity service, in reality features and performance can differ tremendously among ISPs.
· 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
· Eg. T-Mobile International is the first mobile communications company to extend service on both sides of the Atlantic
· Common ISP services: (p.76)
· Web hosting
· Hard-disk storage space
· Availability
· Support


	Online service provider (OSP):
	offers an extensive array of unique services such as its own version of a Web browser
· Connecting to the Internet through an OSP is an alternative to connecting through a national ISP


	Application service provider (ASP):
	a company that offers an organization access over the Internet to systems and related services that would otherwise have to be located in personal or organizational computers
· One of the most important agreements b/w the customer and the ASP is the service level agreement (SLA).
· Service level agreements (SLA): define the specific responsibilities of the service provider and set the customer expectations; include such items as availability, accessibility, performance, maintenance, etc.




ISPs, OSPs, ASPs use SLA.

E - BUSINESS
E-Business Basics
· E-commerce: the buying and selling of goods and services over the Interne
· Refers only to online transactions
· Is a subset of e-business
· E-business: the conducting of business on the Internet including not only buying and selling, but also serving customers and collaborating with business partners
· Refers to online exchange of information, (i.e. online transactions, serving customers, and collaborating with business partners)

Advantages of E-Business
Expanding global reach
· Easy access to real-time info is a primary benefit of e-business.
· Information richness: the depth and breadth of details contained in a piece of textual, graphic, audio, or video info
· Information reach: measures the number of people a firm can communicate with all over the world
· A firm’s Web site can be the focal point of a cost-effective communications and marketing strategy.
· Allows the company to precisely target its customers in a global marketplace, instead of a restricted and limited physical location.

Opening new market
	Mass customization: 
	the ability of an organization to tailor its products or services to the customers’ specifications


	Personalization:
	occurs when a company knows enough about a customer’s likes and dislikes that it can fashion offer more likely to appeal to that person
· Involves tailoring a presentation of an e-business website to individuals or groups of customers based on profile info, demographics, or prior transactions.
· Organizations want to collect as much info as they can about you. But there are limits and the limits are not very well-known.
· Can be dangerous since organizations utilize all kinds of info


	Blog:
	a website in which items are posted on a regular basis and displayed in reverse chronological order


	Real simple syndication (RSS):
	a family of Web feed formats used for Web syndication of programs and content


	Podcasting:
	the distribution of audio and video files over the Internet to play on mobile devices and personal computers


	The long tail:
	refers to the tails of a typically sales curve
· Because e-businesses are not limited by shelf space, they can offer a far wider selection of products that may suit only a few customers
· Niche-market e-business strategies

	Disintermediation
	occurs when a business sell directly to the customer online and cut out the intermediaries
· The more intermediaries that are cut from the distribution chain, the lower the product price

Other concepts: 
· Intermediaries: agents, software, or business that provide a trading infrastructure to bring buyers and seller together.
· Reintermediation: steps are added to the value chain as new players find pays to add value to the business process
· Cybermediation: the creation of new kinds of intermediaries that simply could not have existed before the advent of e-business




Reducing costs: Business processes that take less time and human effort

Improving operations: Communications customized to meet customer needs and available 24/7

Improving effectiveness: Web sites must increase revenue and new customers and reduce service calls
· Through e-business marketing initiatives: p.82
· Associate (affiliate) programs
· Banner ads
Browser/buyer behaviour is added by:
· Tracking click-through
· Cookies
Some marketing activities are unique to the Web:
· Pop-up ads
· Viral marketing
· Ways to measure e-business success: 
· Use effectiveness IT metrics: revenue generated by Web traffic, number of new customers acquired by Web traffic, and reductions in customer service calls
· Interactivity metrics:
· Numbers of repeat visits
· Time spent on site
· Number of pages viewed among other activities
· Clickstream data: observe the exact pattern of a consumer’s navigation through a site
· Measuring website success:
· Stickiness: visit duration time
· Raw visit depth: total Web page exposures per session
· Unidentified visitor: no info about visitor is available
· Unique visitor: recognized and counted once in a period of time
· Identified visitor: can be tracked across multiple web visits
· Hits: a single request made by a visitor to view a web page

E-Business Models
· Def. An approach to conducting electronic business on the Internet
· All e-business activities happen within the framework of 2 types of business relationships:
· The exchange of products and services b/w business
· The exchange of products and services with consumers 
· B2B: applies to business buying from and selling to each other over the Internet
· B2C: applies to any business that sells its products/services to consumers over the Internet
· C2B: applies to any consumer that sells a product/service to a business over the Internet, eg. eBay, Kijiji
· C2C: applies to any consumer that sells a product/service to other consumers, eg. eBay, Kijiji
· One of the most successful C2C business model is C2C Communities which are sometimes used for consumers to consumer financial transactions.
· Communities of interest: people interact with each other on specific topics
· Communities of relations: people come together to share certain life experiences
· Communities of fantasy: people participate in imaginary environment

Business models
· Types of business:
· Brick and Mortar: physical store, no Web site
· Pure-play (virtual) business: web-site only
· Click and Mortor: physical store and Website
· E-auctions: successful e-business model; forward auction or reverse auction
· 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 win contract

B2B
· Electronic marketplace (e-marketplace): interactive business communities providing a central market where multiple buyers and sellers can engage in e-business activities
· Present structure for conducting commercial exchange, consolidating supply chains, and creating new sales channels
· Primary goal: increase market efficiency by tightening and automating the relationship between buyers and sellers
· Existing e-marketplaces allow access to various mechanisms in which to buy and sell almost anything

B2C
· E-shop: a version of a retail store where customers can shop anytime without leaving their home
· Also called e-store or e-tailing
· E-mall: consists of a number of e-shops
· Serves as a gateway through which a visitor can access other e-shops

C2B
C2C

Organizational Strategies for E-business
Marketing
· Innovative approaches are changing the face of retailing
· E-business’ success in direct selling is evidenced by the growth of the Internet sales of Dell Inc eBay, Indigo, and Travelocity.


Financial services
· Online consumer payments include: p.87
· Financial cybermediary
· Electronic cheque
· Electronic bill presentment and payment (EBPP)
· Digital wallet
· There is currently a move towards converging and consolidating Finance provisions into shared services within an organization. Rather than an organization having a number of separate Finance departments performing the same tasks from different locations, a more centralized version can be created.
· Online business payments include: p.87
· Electronic data interchange (EDI)
· Value-added network (VAN)
· Financial EDI 
· Why do businesses use different forms of online payments than consumers?
· Business payments are typically much larger than consumer payments and need additional security
· With supply chain management system, online business payments are automated using EDI

Procurement
· Maintenance, repair, and operation (MRO) materials (also called indirect 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 info about goods/services offered for sale, bid, or auction on the Internet

Customer service
· Is the business process where the most human contact occurs b/w a buyer and a seller
· E-business strategies are finding that customer service via the Web is one of the most challenging and potentially lucrative areas of e-business
· The primary issue facing customer service departments using e-business is consumer protection
· Benefits from online customer service:
· Availability 24/7 to help customers
· Detailed customer service info cut down on phone calls to the company
· More convenient for the customer

E-business benefits and challenges
· Benefits:
· Highly accessible
· Increased customer loyalty
· Improved info content
· Increased convenience
· Increase global reach: new markets
· Decreased cost
· Challenges:
· Security: p.89
· Encryption
· Secure socket layer (SSL)
· Secure electronic transaction (SET)
· Protecting consumers: against unsolicited, illegal or harmful goods, invasion of privacy, cyber fraud
· Leveraging existing systems: effectively integrating innovative systems with existing systems
· [bookmark: _GoBack]Increasing liability: identify theft, privacy, and the Internet’s global reach means dealing with laws of many countries
· Providing security: protection of consumer and business info and data assets
· Taxation rules: adhering to often new rules

New trends in e-business: e-government and m-commerce
· E-marketplace revenue models: p.91
· E-government: involves the use of strategies and technologies improve the delivery of services and enhance the quality of interaction b/w the citizen-consumer within branches of government 
· Extended e-business models: G2B, G2C, G2G
· Mobile commerce: the ability to purchase goods/services though a wireless Internet-enabled device

Social media and business
· Companies advertise on Facebook, with their own pages on FB, active on Twitter.
· Companies are advised to integrate social media in business communications, use social customer support, provide leadership and expertise through social media, and that social media can drive reputation
· The new trust architecture:
· How, what, and where the company does business impacts trust which, in turn, impacts on company success.
· The objective for companies should be to involved in ethical practices whose business and info processes can be ‘”seen” by the public, who engage the public and whose profit motives are profit to societal well biing


