Overview of Electronic Commerce
Considering the newness of the internet and world wide web, it’s safe to say that nearly everyone who has purchased online gained their understanding of commerce offline. “Dirt-side” commerce transactions have structural, schematic, and semantic orders that don’t fully map to the different medium of the web, and it’s this gap in mapping that causes the problems users experience trying to shop online, whether the problems stem directly from usability flaws or unmet expectations.

My experience shopping online and working on a major online commerce site — Borders.com — has shown me that most people involved in the design, creation, marketing, implementation, hyping and analysis of ecommerce sites haven’t thought about the basic relationship that commerce is based on. A quality online shopping experience must be designed from a firm understanding of this basic relationship. 

Internet became now every thing in our daily life and global share. Almost every business or corporation uses the internet as a vital part of their business. As the use of the internet has become more and more prevalent in our daily lives, so have new internet terms and slang. New words and acronyms like blog, LOL, and Googling have been introduced into our daily vocabulary. Another common internet term is e-commerce. 

(http://ezinearticles.com/?A-Basic-Overview-of-E-Commerce&id=2418411)

E-Commerce, which stands for electronic commerce (also called electronic marketing) is a way of buying and selling goods using electronic systems such as the internet or other computer networks. Every year the amount of business transacted over the internet grows exponentially. This use has especially grown with inventions like electronic funds transfer, online transaction processing, electronic data interchange, etc.

Though some e-commerce involves the transaction of funds for virtual product, like premium content on a website, or characters and content for MMORPGs (Massively Multi-Player Online Role Playing Games), most e-commerce involves the transportation of physical items. Most large retail stores have an online website for purchasing goods as well as a physical location. This type of e-commerce is called business to consumer. Business to consumer e-commerce is an enormous rapidly expanding market. A consumer can go online and purchase just about anything, from inexpensive items like books, movies, or groceries, to expensive investments like cars and real estate. 

Another aspect of e-commerce is online banking. With just a few clicks, a person can transfer funds from one account to the other, pay bills, buy stocks, or wire money overseas. All major banks and credit unions have the option of online banking.

Most likely every one of us has purchased something over the internet. We are all part of the growing business of e-commerce
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Users come to online commerce with some key experiential understandings of the characteristics of traditional commerce. 

Identity. Customers can easily authenticate the identity of a merchant simply by walking into a bricks-and-mortar store. Stores can be members of a community and neighborhood; they can be part of customers’ daily experience. There is a concreteness about a physical store that no amount of HTML will ever match.

Immediacy. Customers can touch and feel and hold the merchandise. Tactile cues can drive the decision to buy. A transaction that is face-to-face is usually unmediated: your communication with the merchant is not in the hands of a third party or technology (as with ordering by phone).

Value. The item at the center of the commerce transaction — the product, service, or property that is to be sold/bought — has some kind of value. Its price is determined and validated through the performance of the transaction. The seller agrees to a selling price, and the buyer agrees to a buying price. The value of an item, especially the relative value an item has for the buyer, is much easier to appraise if that item is close at hand.

Discourse. Customers can converse with the merchant face-to-face; unmediated conversation is basic to human communication. People want the feedback available from non-verbal behavior, which forms a large part of our judgment process.

Community. Customers can interact with other customers and gain feedback about the merchant from other customers, as well as by observing the merchant interacting with other customers.

Privacy. Customers can make purchases anonymously with cash; they usually don’t have to give their name or address. They don’t usually have to worry about what a store will do with their personal information, although this is becoming more of an issue with various recent attempts by lawyers to access private sales and rental records. Privacy is often a measure of how much of his or her identity a buyer wants to invest in a transaction; sometimes, we just want to quietly make our purchase and leave with it.

An online commerce customer faces mediation in every element and at every stage of the commerce transaction. Customers can’t see the merchant, only the merchant’s website; they can’t touch the merchandise, they can only see a representation; they can’t wander a store and speak with employees, they can only browse HTML pages, read FAQs, and fire off email to nameless customer service mailboxes; they can’t explore the store’s shelves and product space, they can only search a digital catalog. A customer at an online commerce site lacks the concrete cues to comfortably assess the trustworthiness of the site, and so must rely on new kinds of cues. The problem for the online customer is that the web is new — to a large sector of the online audience — and online commerce seems like a step into an unknown experience.

Different Kinds of “Traditional” Commerce Models 
Not every commerce transaction is identical, and not every transaction is the same type of transaction. In my experience, I have dealt with roughly five types of commerce transaction offline (this is not an attempt at taxonomy of commerce transactions, just my common-sense exploration of my own experience): 

retail store: bookstores, grocery stores, hardware stores
retail special order: When a retail store doesn’t stock the product you want, or is currently out of stock, you often have the option of special ordering the product. If a bookstore doesn’t care a small press book title that you want, and the title is in print, you can usually special order the title from the store; the store locates the product, buys it, and then resells it you. Delayed gratification, but you have the advantage of dealing with a merchant face-to-face. I would consider rain checks in this same category.

catalogue store: Smaller towns sometimes have catalogue stores, where a large merchant doesn’t see a local demand to keep a store stocked with merchandise, so they instead provide a storefront where people can come in and look at catalogues, and order from a company representative. Sears is a company that operates catalogue stores (or at least they used to), and Service Merchandise functions as a catalogue store for much of their “stock”.

phone order from a catalogue
Mail order catalogues, with their operators standing by, have been around longer than the internet. While you can’t touch and feel the merchandise prior to ordering, you can at least speak with a live person when placing the order; I’ve had some excellent shopping experiences with mail order catalog customer service reps.

bargaining
I find this the strangest form of commerce transaction; I simply am not used to bargaining… just give me a price, and I’ll decide whether or not to pay it. The United States is not a country with a vibrant bargaining culture, but if you travel internationally you will encounter cultures that thrive on bargaining. In the U.S., buying an automobile or shopping at collectors conventions is often a bargaining experience.

While these may be different types of commerce transactions, they are all clearly related. They share elements like the roles involved (seller and buyer), steps in the transactions (price must be agreed upon, money must change hands), and underlying concepts (the value of this merchandise to me, do I know this merchant?). Ultimately, these different transactions differ only slightly on some few elements, with the bulk of the transaction adhering to the internal models that we have built for what commerce is like.

In fact, based on our experience, we build frameworks to describe these transactions, with steps and meaningful elements, and we use these frameworks to understand every new commerce transaction in which we engage. These frameworks are called schemas, and we use these schemas to make sense of ecommerce web sites when we take our shopping online.

Considering the newness of the internet and world wide web, it’s safe to say that nearly everyone who has purchased online gained their understanding of commerce offline. “Dirt-side” commerce transactions have structural, schematic, and semantic orders that don’t fully map to the different medium of the web, and it’s this gap in mapping that causes the problems users experience trying to shop online, whether the problems stem directly from usability flaws or unmet expectations.

U managed to you will be able to: 

1. Define electronic commerce (EC) and describe its various categories. 

2. Describe and discuss the content and framework of EC. 

3. Describe the major types of EC transactions. 

4. Describe the digital revolution as a driver of EC. 

5. Describe the business environment as a driver of EC. 

6. Describe some EC business models. 

7. Describe the benefits of EC to organizations, consumers, and society. 

8. Describe the limitations of EC. 

9. Describe the contribution of EC to organizations responding to environmental pressures. 

10. Describe online social and business networks.

Retailing in Electronic Commerce: Products and Services
1. Describe electronic retailing (e-tailing) and its characteristics. 

2. Define and describe the primary e-tailing business models. 

3. Describe how online travel and tourism services operate and their impact on the industry. 

4. Discuss the online employment market, including its participants, benefits, and limitations. 

5. Describe online real estate services. 

6. Discuss online stock-trading services. 

7. Discuss cyberbanking and online personal finance. 

8. Describe on-demand delivery by e-grocers. 

9. Describe the delivery of digital products and online entertainment. 

10. Discuss various e-tail consumer aids, including comparison-shopping aids. 

11. Identify the critical success factors and failure avoidance tactics for direct online marketing and e-tailing. 

12. Describe reintermediation, channel conflict, and personalization in e-tailing.

Consumer Behavior, Market Research, and Advertisement
1. Describe the factors that influence consumer behavior online. 

2. Understand the decision-making process of consumer purchasing online. 

3. Describe how companies are building one-to-one relationships with customers. 

4. Explain how personalization is accomplished online. 

5. Discuss the issues of e-loyalty and e-trust in EC. 

6. Describe consumer market research in EC. 

7. Describe Internet marketing in B2B, including organizational buyer behavior. 

8. Describe the objectives of Web advertising and its characteristics. 

9. Describe the major advertising methods used on the Web. 

10. Describe various online advertising strategies and types of promotions. 

11. Describe permission marketing, ad management, localization, and other advertising-related issues. 

12. Understand the role of intelligent agents in consumer issues and advertising applications.

E-Marketplaces: Structures, Mechanisms, Economics, and Impacts
1. Define e-marketplaces and list their components. 

2. List the major types of e-marketplaces and describe their features. 

3. Describe the various types of EC intermediaries and their roles. 

4. Describe electronic catalogs, shopping carts, and search engines. 

5. Describe the major types of auctions and list their characteristics. 

6. Discuss the benefits, limitations, and impacts of auctions. 

7. Describe bartering and negotiating online. 

8. Define m-commerce and explain its role as a market mechanism. 

9. Discuss competition in the digital economy. 

10. Describe the impact of e-marketplaces on organizations and industries.

B2B E-Commerce: Selling and Buying in Private E-Markets
1. Describe the B2B field. 

2. Describe the major types of B2B models. 

3. Discuss the characteristics of the sell-side marketplace, including auctions. 

4. Describe the sell-side intermediary models. 

5. Describe the characteristics of the buy-side marketplace and e-procurement. 

6. Explain how reverse auctions work in B2B. 

7. Describe B2B aggregation and group purchasing models. 

8. Describe other procurement methods. 

9. Explain how B2B administrative tasks can be automated. 

10. Describe infrastructure and standards requirements for B2B. 

11. Describe Web EDI, XML, and Web Services.

B2B Exchanges, Directories, and Other Support Services
1. Define exchanges and describe their major types. 

2. Describe the various ownership and revenue models of exchanges. 

3. Describe B2B portals. 

4. Describe third-party exchanges. 

5. Distinguish between purchasing (procurement) and selling consortia. 

6. Define dynamic trading and describe B2B auctions. 

7. Describe partner relationship management (PRM). 

8. Discuss integration issues of e-marketplaces and exchanges. 

9. Discuss B2B networks. 

10. Discuss issues in managing exchanges, including the critical success factors of exchanges.

E-Supply Chains, Collaborative Commerce, and Corporate Portals
1. Define the e-supply chain and describe its characteristics and components. 

2. List supply chain problems and their causes. 

3. List solutions to supply chain problems provided by EC. 

4. Describe RFID supply chain applications. 

5. Define c-commerce and list the major types. 

6. Describe collaborative planning and Collaboration, Planning, Forecasting, and Replenishing (CPFR) and list the benefits of each. 

7. Discuss integration along the supply chain. 

8. Understand corporate portals and their types and roles. 

9. Describe e-collaboration tools such as workflow software and groupware.

Innovative EC Systems: From E-Government and E-Learning to Consumer-to-Consumer Commerce
1. Describe various e-government initiatives. 

2. Describe e-learning, virtual universities, and e-training. 

3. Describe online publishing and e-books. 

4. Discuss wikis and blogging. 

5. Describe knowledge management and dissemination as an e-business. 

6. Describe C2C activities. 

7. Describe peer-to-peer networks and applications.

Mobile Computing and Commerce and Pervasive Computing
1. Describe the mobile computing environment that supports m-commerce (devices, software, services). 

2. Describe the four major types of wireless telecommunications networks. 

3. Define mobile commerce and understand its relationship to e-commerce. 

4. Discuss the value-added attributes, benefits, and fundamental drivers of m-commerce. 

5. Discuss m-commerce applications in finance, shopping, advertising, and provision of content. 

6. Describe the application of m-commerce within organizations. 

7. Understand B2B and supply chain management applications of m-commerce. 

8. Describe consumer and personal applications of m-commerce. 

9. Understand the technologies and potential application of location-based m-commerce. 

10. Describe the major inhibitors and barriers of m-commerce. 

11. Discuss the key characteristics and current uses of pervasive computing

Dynamic Trading: E-Auctions, Bartering, and Negotiations
1. Define the various types of e-auctions and list their characteristics. 

2. Describe forward and reverse auctions. 

3. Describe the benefits and limitations of e-auctions. 

4. Describe some unique e-auction models. 

5. Describe the various services that support e-auctions. 

6. Describe bartering and negotiating. 

7. Describe the hazards of e-auction fraud and discuss possible countermeasures. 

8. Describe e-auction deployment and implementation issues. 

9. Analyze mobile and future directions of e-auctions.

E-Commerce Security
1. Explain EC-related crimes and why they cannot be stopped. 

2. Describe an EC security strategy and why a life cycle approach is needed. 

3. Describe the information assurance security principles. 

4. Describe EC security issues from the perspective of customers and e-businesses. 

5. Identify the major EC security threats, vulnerabilities, and risk 

6. Identify and describe common EC threats and attacks. 

7. Identify and assess major technologies and methods for securing EC communications. 

8. Identify and assess major technologies for information assurance and protection of EC networks.

Electronic Payment Systems
1. Understand the shifts that are occurring with regard to noncash and online payments. 

2. Discuss the players and processes involved in using credit cards online. 

3. Discuss the different categories and potential uses of smart cards. 

4. Discuss various online alternatives to credit card payments and identify under what circumstances they are best used. 

5. Describe the processes and parties involved in e-checking. 

6. Describe payment methods in B2B EC, including payments for global trade. 

7. Discuss electronic bill and invoice presentment and payment. 

8. Understand the sales tax implications of e-payments.

Order Fulfillment, eCRM, and Other Support Services
1. Describe the role of support services in EC. 

2. Define EC order fulfillment and describe the EC order fulfillment process. 

3. Describe the major problems of EC order fulfillment. 

4. Describe various solutions to EC order fulfillment problems. 

5. Describe CRM, its methods, and its relationship with EC. 

6. Describe eCRM implementation and tools. 

7. Describe other EC support services. 

8. Discuss the drivers of outsourcing support services.

Economics and Justification of Electronic Commerce
1. Describe the need for justifying EC investments, how it is done, and how metrics are used to determine justification. 

2. Understand the difficulties in measuring and justifying EC investments. 

3. Recognize the difficulties in establishing intangible metrics and describe how to overcome them. 

4. List and briefly describe traditional and advanced methods of justifying IT investments. 

5. Understand how e-CRM, e-learning, and other EC projects are justified. 

6. Describe some economic principles of EC. 

7. Understand how product, industry, seller, and buyer characteristics impact the economics of EC. 

8. Recognize key factors in the success of EC projects and the major reasons for failures.

Launching a Successful Online Business and EC Projects
1. Understand the fundamental requirements for initiating an online business. 

2. Describe the process of initiating and funding a start-up e-business or large e-project. 

3. Understand the process of adding EC initiatives to an existing business. 

4. Describe the issues and methods of transforming an organization into an e-business. 

5. Describe the process of acquiring Web sites and evaluating building versus hosting options. 

6. Understand the importance of providing and managing content and describe how to accomplish this. 

7. Evaluate Web sites on design criteria, such as appearance, navigation, consistency, and performance. 

8. Understand how search engine optimization may help a Web site obtain high placement in search engines. 

9. Understand how to provide some major support e-services. 

10. Understand the process of building an online storefront. 

11. Be able to build an online storefront with templates.

Social Networks and Industry Disruptors in the Web 2.0 Environment
1. Understand the Web 2.0 revolution, social and business networks and industry and market disruptors. 

2. Describe Google and the search engine industry, the impact on advertisement, and the industry competition. 

3. Understand the concept, structure, types, and issues of virtual communities. 

4. Understand the social and business networks and describe MySpace, Flickr, Facebook, Cyworld, and other amazing sites. 

5. Understand person-to-person video sharing and describe YouTube and its competitors. 

6. Describe business networks. 

7. Describe why the travel and hospitality industry is moving so rapidly to Web 2.0. 

8. Describe P2P lending, ZOPA, and Prosper 

9. Describe how the entertainment industry operates in the Web 2.0 environment. 

10. Describe some of the enablers of the Web 2.0 revolution: blogging, wikis, mashups, etc. 

11. Understand the financial viability that accompanies digital Web 2.0 implementation. 

12. Describe the anticipated future of EC and the Web 3.0 concept

Building E-Commerce Applications and Infrastructure
1. Discuss the major steps in developing an EC application. 

2. Describe the major EC applications and list their major functionalities. 

3. List the major EC application development options along with their benefits and limitations. 

4. Discuss various EC application outsourcing options, including application service providers (ASPs), software as a service (SaaS), and utility computing. 

5. Discuss the major EC software packages and EC application suites. 

6. Describe various methods for connecting an EC application to back-end systems and databases. 

7. Discuss the value and technical foundation of Web Services and their evolution into second-generation tools in EC applications. 

8. Understand service-oriented architecture (SOA) and virtualization and their relationship to EC application development. 

9. Describe the criteria used in selecting an outsourcing vendor and package. 

10. Understand the value and uses of EC application log files. 

11. Discuss the importance of usage analysis and site management. 

Business Model for E-Business
A business model is a method of doing business by which a company can sustain itself and compete with others. The two principal components of the business model are the value proposition—what customer need does the business fulfill—and the revenue model—how a business or Electronic Commerce (EC) project be determined to generate income.

We should look at the Business Model from two points:

· Value Proposition 

· Revenue Model

Business Model Taxonomies 

· Rappa: Business Models on the Web 

· Applegate: New Models for Managers 

· Weill and Vitale: Atomic Business Models 

· Hartman and Sifonis: Extended E-Conomy Business Models 

· Other Business Model Taxonomies

What Is a Business Model?
We provide a short, succinct definition of business model and its two principal components above. Almost every author or professional business planner defines business model in a similar manner, including an emphasis on revenue generation and customer value. For example: 

  Definition of a business model 

· An architecture for the product, service, and information flows, including a description of the various business actors and their roles; and 

· A description of the potential benefits for the various business actors; and 

· A description of the sources of revenue. 
Source: Timmers, P. "Business Models for Electronic Markets." Electronic Markets, Vol. 8, No. 2 (July 1998), p. 4.

  A business model is the method of doing business by which a company can sustain itself—that is, generate revenue. The business model spells out how a company makes money by specifying its position in the value chain.
Source: Rappa, M. "Business Models on the Web." Managing the Digital Enterprise, May 16, 2007. 

  A business model is a set of planned activities (sometimes referred to as business processes) designed to result in a profit in a marketplace.
Source: Laudon, K. C., and C. G. Traver. E-Commerce: Business, Technology, Society. Addison Wesley, 2003, p. 61. 

  The e-business model includes the roles and relationships among a firm's customers, allies, and suppliers; the major flows of product, information, and money; and the major benefits to the participants.

Source: Weill, P., and M. Vitale. Place to Space: Migrating to E-Business Models. Harvard Business Press, 2001, p. 25. 

However, despite widespread agreement on a definition, some authors describe the contents of a business model quite broadly, almost to the point of being a business plan. For example, in E-Commerce: Business, Technology, Society, Kenneth Laudon and Carol Traver list value proposition, revenue model, market opportunity, competitive environment, competitive advantage, market strategy, organizational development, and management team as the eight ingredients of a business model. Similarly, in Strategic Management of eBusiness, Judy McKay and Peter Marshall include customer management (including value proposition); product and service portfolio, processes, and activities; required resources, suppliers and business networks; and financial viability (including revenue sources) as elements of a business model. Because most of these elements are elsewhere in the e-business plan (and this tutorial), the focus in this lesson is on determining the value proposition and revenue model for your e-business and explaining the model in the context of the e-business plan.

Value Proposition As emphasized in the Business Description lesson, the purpose of the value proposition is to answer the why question for the business idea. Specifically, the value proposition describes the benefits that a company's products or services provide to customers and/or the fulfillment of a consumer's need. In other words, why should a customer buy your product or service?

Since the focus of the value proposition is on the customer, state the proposition from the customer's perspective. Value propositions (with examples) may be based on lowest cost (Buy.com), superior customer service (Amazon.com), reduction in product search (Autobytel) or price discovery (Shopping.com) costs, product customization (Dell), or provision of niche products (Anything Left Handed).

A good resource to use in writing the value proposition is the brainstorming session for writing the mission statement. Review the words or phrases that describe your business or that describe the company's ideal image from a customer's point-of-view. Sort out the most important one or two, and then elaborate on it or them to create your value proposition.

This is also the "first-best" opportunity to tell the reader who your customers are. The market analysis section will contain complete information about your target markets, but here you should identify your primary, secondary, and, if necessary, tertiary target markets.

You now have all you need to write a value proposition as required in assignment 6 in the Business Description lesson. Complete that assignment, and then return here to continue the development of your business model.

Revenue Model As defined in your textbook, a revenue model identifies how a business will generate revenue. This seems very straightforward, and it is. Examples of revenue models include sales, transaction fees, subscription fees, advertising fees, affiliate fees, and licensing fees. Consider these options for your business idea and identify a revenue model (or two) you intend to use.

Business Model Taxonomies
A number of researchers and authors have developed taxonomies (i.e., a classification) of business models. Here, we include some of the most widely known taxonomies with links to online examples. Other taxonomies also exist and we list them at the end of this section.

From the following taxonomies, you should be able to find at least one business model that matches the value proposition and revenue model identified earlier. However, you are likely to find it difficult to include all your business activities in just one business model. For example, Purma Top Gifts's principal business model is a virtual merchant, but it also provides customer benefits and receives revenue from its affiliate business model. Generally, businesses will begin with one or two business models. Over time, these models may change, or you may add a third one, but too many models tend to indicate that a business doesn't know what it is about and is focusing on too many activities, perhaps not doing any one of them well.

Rappa: Business Models on the Web
Perhaps the most comprehensive taxonomy of e-commerce business models is "Business Models on the Web" by Professor Michael Rappa. This taxonomy includes 40 models organized into nine major categories. Two of the advantages of this list being online are that (a) Professor Rappa keeps it up to date, making changes as new models emerge and current models change and (b) the Web site includes links to examples of each business model. Listed below is each category with a brief description and a list of the models.

Brokerage Model: Brokers are market makers. They bring buyers and sellers together and facilitate transactions in B2C, B2B, or C2C markets. 

· Marketplace Exchange 

· Buy/Sell Fulfillment 

· Demand Collection System 

· Auction Broker 

· Transaction Broker 

· Distributor 

· Search Agent 

· Virtual Marketplace

Advertising Model: This model is an extension of the traditional media broadcasting model. This model only works when the volume of viewer traffic is large or highly specialized. 

· Portal 

· Classifieds 

· User Registration 

· Query-based Paid Placement 

· Contextual Advertising 

· Content-Targeted Advertising 

· Intromercials 

· Ultramercials

Infomediary Model: Data about consumers and their buying habits are extremely valuable, especially when that information is carefully analyzed and used to target marketing campaigns. Independently collected data about products are useful to consumers. Infomediaries provide information to both buyers and sellers. 

· Advertising Networks 

· Audience Measurement Services 

· Incentive Marketing 

· Metamediary

Merchant Model: These are classic wholesalers and retailers of goods and services—in other words, "e-tailers." 

· Virtual Merchant 

· Catalog Merchant 

· Click and Mortar 

· Bit Vendor 

Manufacturer (Direct) Model: This model is predicated on the power of the Web to allow manufacturers to reach buyers directly and thereby compress the distribution channel. 

· Purchase 

· Lease 

· License 

· Brand Integrated Content

Affiliate Model: This model provides purchase opportunities from a number of different sites. The affiliate sites provide purchase-point click-through to the merchant. 

· Banner Exchange 

· Pay-Per-Click 

· Revenue Sharing

Community Model: Users who have a common interest in an area congregate at community Web sites. The viability of the community model is based on user loyalty. 

· Open Source 

· Public Broadcasting 

· Knowledge Networks

Subscription Model: Users are charged a periodic fee to subscribe to a service. 

· Content Services 

· Person-to-Person Networking Services 

· Trust Services 

· Internet Service Providers

Utility Model: A metered usage or pay-as-you-go approach. 

· Metered Usage 

· Metered Subscriptions

Source: Rappa, M. "Business Models on the Web." Managing the Digital Enterprise, May 16, 2007.

Applegate: New Models for Managers
In Chapter 3 of Information Technology and the Future Enterprise: New Models for Managers, Professor Lynda Applegate proposes a taxonomy of business models that is more extensively described than "Business Models on the Web." This taxonomy lists model differentiators, likely revenues, likely costs, examples, and, for each category, trends that will influence the development of these models. Due to space and copyright restrictions, only a fraction of its detail follows:

Focused Distributor Models: provide products and services related to a specific industry or market niche. 

· Retailer: Like brick-and-mortar equivalents, e-tailers assume control of inventory, set a nonnegotiable price, and sell physical products (Amazon.com, LandsEnd.com). 

· Marketplace: Marketplaces make their money through commissions and transaction fees when they sell information-based products and services online at a nonnegotiable price, without taking control of physical inventory (Quicken Insurance, E-Loan). 

· Aggregators: Aggregators provide information on products or services for sale by others, but do not complete the final transaction. Their main revenue source is advertising and referral fees (InsWeb, Autoweb). 

· Infomediary: This special class of aggregator unites buyers and sellers of information. Because no physical product is involved, the transaction can be completed online. Again advertising and referral fees are the main source of revenue (Office.com). 

· Exchange: These sellers may or may not take control of physical inventory and may or may not complete the final sales transaction online. The key differentiating feature of this model is that the price is not set; the buyer and seller negotiate the price at the time of the sale (Priceline, eBay).

Portal Models: A portal is a gateway or entry, and on the Web a portal business model provides a gateway for consumers to gain access to content or services. 

· Horizontal Portals: The giants of the portal model, these sites provide a gateway to the Internet's vast store of content, and also a broad range of tools for locating information (e.g., search engines) and Web services (e.g., e-mail, personalized pages, home pages). Their goal is to "attract eyeballs" to appeal to advertisers, which is their primary source of revenue (Yahoo!, Microsoft's MSN). 

· Vertical Portals: While horizontal portals try to appeal to everyone, a vertical portal specializes in a particular area. Lacking the huge traffic of horizontal portals, vertical portals cannot depend on advertising as a primary source of revenue. Instead commissions and referral fees take up a much larger portion of their revenue (Expedia). 

· Affinity Portals: These are the most specialized portals of all, offering deep content, commerce, and community features to a specific market segment. Like vertical portals, affinity portals must depend on a variety of revenue sources (iVillage.com, TheKnot.com).

Producer Models: Producers design, produce, and distribute products and services that meet customer needs. These are usually brick-and-mortar firms that are integrating the Internet into their core business activities. 

· Manufacturers use the Internet to design, produce, and distribute physical products (Ford, Pepsi). 

· Service providers produce and deliver a wide range of online service offerings (American Express, Citigroup). 

· Educators create and deliver online educational offerings (Harvard Business School). 

· Advisors provide online consulting and advice (*Accenture, IBM Business Consulting Services). 

· Information and new services providers create, package, and deliver online information (Wall Street Journal online). 

· Custom suppliers design, produce, and distribute customized products and services (Boeing, McGraw-Hill).

Infrastructure Provider Models: Unlike previous business models that use the digital infrastructure of the Internet, these models provide that infrastructure. 

· Infrastructure retailers sell the infrastructure (CompUSA). 

· Infrastructure marketplaces take inventory and complete the sales transactions (TechData, MicroAge). 

· Infrastructure exchanges (Converge). 

· Horizontal infrastructure portals include, principally, Internet service providers, network service providers, and Web hosting providers (AOL, Sprint). 

· Vertical infrastructure portals host software applications for rent (Oracle Business online). 

· Equipment/Component Manufacturers 

· Software Firms 

· Infrastructure Services Firms 

· Custom Suppliers, Hardware 

· Custom Suppliers, Software 

Source: Applegate, L. M. "E-Business Models: Making Sense of the Internet Business Landscape" Information Technology and the Future Enterprise: New Models for Managers, G. W. Dickson and G. DeSanctis (eds.), Prentice Hall, 2001, pp. 49Ð94.

Weill and Vitale: Atomic Business Models 

In a different approach (and as mentioned in your textbook), Peter Weill and Michael Vitale offer eight "atomic business models." Instead of trying to specify a comprehensive list, as Rappa and Applegate have done, these authors define eight models that can be combined (like atoms combine to form molecules) in multiple ways to represent virtually any kind of business model. The atomic business models are: 

· Content Provider: Provides content (information, digital products, and services) via intermediaries. 

· Direct to Consumer: Provides goods or services directly to the customer, often bypassing traditional channel members. 

· Full Service Provider: Provides a full range of services in one domain (e.g., financial, health, industrial chemicals) directly and attempts to own the primary consumer relationship. 

· Intermediary: Brings together buyers and sellers by concentrating information. 

· Shared Infrastructure: Brings together multiple competitors to cooperate by sharing common IT infrastructure. 

· Value Net Integrator: Coordinates activities across the value net by gathering, synthesizing, and distributing information. 

· Virtual Community: Creates and facilitates an online community of people with a common interest, enabling interaction and service provision. 

· Whole of Enterprise: Provides a firm-wide single point of contact, consolidating all services provided by a large multiunit organization. 

Source: Reprinted by permission of Harvard Business School Press. From Place to Space: Migrating to E-Business Models by P. Weill, and M. Vitale. Boston, MA p. 21. Copyright © 2001 by the Harvard Business School Publishing Corporation; all rights reserved.

Hartman and Sifonis: Extended E-Conomy Business Models
In Chapter 4 of Net Ready, Cisco managers Armir Hartman and John Sifonis identify "five extended business models that are changing the way value is delivered. Successful Net Ready organizations take on one or more of these models" (p. 101). Many business model experts consider their description of the infomediary model to be one of the best available. Their "extended e-conomy business models" are: 

· E-Business Storefront: An entity in which commerce occurs, margin is created, and value is extracted using existing as well as new digital market channels. When end users need to buy something, chances are they go to an e-business storefront. 

· Infomediary: An entity that brokers content, information, knowledge, or experiences that add value to a particular e-business transaction; also known as a content aggregator. 

· Trust Intermediary: An entity that creates trust between the buyer and seller. These firms provide a secure environment in which buyers and sellers can confidently exchange value. 

· E-Business Enabler: An entity that creates and maintains an infrastructure in which product and service providers can conduct transactions reliably and securely. 

· Infrastructure Providers/Communities of Commerce: Members aggregated across a set of complementary interests (products, content, and services) and markets; communities of enterprises organized around common interests through a common infrastructure. 

Source: Hartman, A., J. Sifonis, and J. Kador. Net Ready: Strategies for Success in the E-Conomy. McGraw-Hill, 2000. 

Business models have been defined and categorized in many different ways. This is one attempt to present a comprehensive and cogent taxonomy of business models observable on the web. The proposed taxonomy is not meant to be exhaustive or definitive. Internet business models continue to evolve. New and interesting variations can be expected in the future. 

The basic categories of business models discussed in the table below include:

Brokerage 

Advertising 

Infomediary 

Merchant 

Manufacturer (Direct) 

Affiliate 

Community 

Subscription 

Utility 

The models are implemented in a variety of ways, as described below with examples. Moreover, a firm may combine several different models as part of its overall Internet business strategy. For example, it is not uncommon for content driven businesses to blend advertising with a subscription model.

	Type of Model:
	Description: http://digitalenterprise.org/models/models.html

	Brokerage
Model
	Brokers are market-makers: they bring buyers and sellers together and facilitate transactions. Brokers play a frequent role in business-to-business (B2B), business-to-consumer (B2C), or consumer-to-consumer (C2C) markets. Usually a broker charges a fee or commission for each transaction it enables. The formula for fees can vary. Brokerage models include: 

Marketplace Exchange -- offers a full range of services covering the transaction process, from market assessment to negotiation and fulfillment. Exchanges operate independently or are backed by an industry consortium
Buy/Sell Fulfillment -- takes customer orders to buy or sell a product or service, including terms like price and delivery.
Demand Collection System -- the patented "name-your-price" model pioneered by Priceline.com. Prospective buyer makes a final (binding) bid for a specified good or service, and the broker arranges fulfillment. [Priceline.com]

Auction Broker -- conducts auctions for sellers (individuals or merchants). Broker charges the seller a listing fee and commission scaled with the value of the transaction. Auctions vary widely in terms of the offering and bidding rules. [eBay]

Transaction Broker -- provides a third-party payment mechanism for buyers and sellers to settle a transaction. [PayPal, Escrow.com]

Distributor -- is a catalog operation that connects a large number of product manufacturers with volume and retail buyers. Broker facilitates business transactions between franchised distributors and their trading partners. 

Search Agent -- a software agent or "robot" used to search-out the price and availability for a good or service specified by the buyer, or to locate hard to find information.

Virtual Marketplace -- or virtual mall, a hosting service for online merchants that charges setup, monthly listing, and/or transaction fees. May also provide automated transaction and relationship marketing services. [zShops and Merchant Services at Amazon.com]

	Advertising
Model
	The web advertising model is an extension of the traditional media broadcast model. The broadcaster, in this case, a web site, provides content (usually, but not necessarily, for free) and services (like email, IM, blogs) mixed with advertising messages in the form of banner ads. The banner ads may be the major or sole source of revenue for the broadcaster. The broadcaster may be a content creator or a distributor of content created elsewhere. The advertising model works best when the volume of viewer traffic is large or highly specialized. 

Portal -- usually a search engine that may include varied content or services. A high volume of user traffic makes advertising profitable and permits further diversification of site services. A personalized portal allows customization of the interface and content to the user. A niche portal cultivates a well-defined user demographic. [Yahoo!]

Classifieds -- list items for sale or wanted for purchase. Listing fees are common, but there also may be a membership fee. [Monster.com, Craigslist]

User Registration -- content-based sites that are free to access but require users to register and provide demographic data. Registration allows inter-session tracking of user surfing habits and thereby generates data of potential value in targeted advertising campaigns. [NYTimes]

Query-based Paid Placement -- sells favorable link positioning (i.e., sponsored links) or advertising keyed to particular search terms in a user query, such as Overture's trademark "pay-for-performance" model. [Google, Overture]

Contextual Advertising / Behavioral Marketing -- freeware developers who bundle adware with their product. For example, a browser extension that automates authentication and form fill-ins, also delivers advertising links or pop-ups as the user surfs the web. Contextual advertisers can sell targeted advertising based on an individual user's surfing activity.

Content-Targeted Advertising -- pioneered by Google, it extends the precision of search advertising to the rest of the web. Google identifies the meaning of a web page and then automatically delivers relevant ads when a user visits that page. [Google]

Intromercials -- animated full-screen ads placed at the entry of a site before a user reaches the intended content. [CBS MarketWatch]

Ultramercials -- interactive online ads that require the user to respond intermittently in order to wade through the message before reaching the intended content. [Salon in cooperation with Mercedes-Benz]

	Infomediary
Model
	Data about consumers and their consumption habits are valuable, especially when that information is carefully analyzed and used to target marketing campaigns. Independently collected data about producers and their products are useful to consumers when considering a purchase. Some firms function as infomediaries (information intermediaries) assisting buyers and/or sellers understand a given market. 

Advertising Networks -- feed banner ads to a network of member sites, thereby enabling advertisers to deploy large marketing campaigns. Ad networks collect data about web users that can be used to analyze marketing effectiveness. [DoubleClick]

Audience Measurement Services -- online audience market research agencies. [Nielsen//Netratings]

Incentive Marketing -- customer loyalty program that provides incentives to customers such as redeemable points or coupons for making purchases from associated retailers. Data collected about users is sold for targeted advertising. [Coolsavings]

Metamediary -- facilitates transactions between buyer and sellers by providing comprehensive information and ancillary services, without being involved in the actual exchange of goods or services between the parties. [Edmunds]

	Merchant
Model
	Wholesalers and retailers of goods and services. Sales may be made based on list prices or through auction. 

Virtual Merchant --or e-tailer, is a retail merchant that operates solely over the web. [Amazon.com] 

Catalog Merchant -- mail-order business with a web-based catalog. Combines mail, telephone and online ordering. [Lands' End]

Click and Mortar -- traditional brick-and-mortar retail establishment with web storefront. [Barnes & Noble] 
Bit Vendor -- a merchant that deals strictly in digital products and services and, in its purest form, conducts both sales and distribution over the web. [Apple iTunes Music Store]

	Manufacturer
(Direct) Model
	The manufacturer or "direct model", it is predicated on the power of the web to allow a manufacturer (i.e., a company that creates a product or service) to reach buyers directly and thereby compress the distribution channel. The manufacturer model can be based on efficiency, improved customer service, and a better understanding of customer preferences. [Dell Computer] 

Purchase -- the sale of a product in which the right of ownership is transferred to the buyer. 

Lease -- in exchange for a rental fee, the buyer receives the right to use the product under a “terms of use” agreement. The product is returned to the seller upon expiration or default of the lease agreement. One type of agreement may include a right of purchase upon expiration of the lease. 

License -- the sale of a product that involves only the transfer of usage rights to the buyer, in accordance with a “terms of use” agreement. Ownership rights remain with the manufacturer (e.g., with software licensing). 

Brand Integrated Content -- in contrast to the sponsored-content approach (i.e., the advertising model), brand-integrated content is created by the manufacturer itself for the sole basis of product placement. 

	Affiliate
Model
	In contrast to the generalized portal, which seeks to drive a high volume of traffic to one site, the affiliate model, provides purchase opportunities wherever people may be surfing. It does this by offering financial incentives (in the form of a percentage of revenue) to affiliated partner sites. The affiliates provide purchase-point click-through to the merchant. It is a pay-for-performance model -- if an affiliate does not generate sales, it represents no cost to the merchant. The affiliate model is inherently well-suited to the web, which explains its popularity. Variations include, banner exchange, pay-per-click, and revenue sharing programs. [Barnes & Noble, Amazon.com] 

Banner Exchange -- trades banner placement among a network of affiliated sites. 

Pay-per-click -- site that pays affiliates for a user click-through.

Revenue Sharing -- offers a percent-of-sale commission based on a user click-through in which the user subsequently purchases a product. 

	Community
Model
	The viability of the community model is based on user loyalty. Users have a high investment in both time and emotion. Revenue can be based on the sale of ancillary products and services or voluntary contributions; or revenue may be tied to contextual advertising and subscriptions for premium services. The Internet is inherently suited to community business models and today this is one of the more fertile areas of development, as seen in rise of social networking. 

Open Source -- software developed collaboratively by a global community of programmers who share code openly. Instead of licensing code for a fee, open source relies on revenue generated from related services like systems integration, product support, tutorials and user documentation. [Red Hat]

Open Content -- openly accessible content developed collaboratively by a global community of contributors who work voluntarily. [Wikipedia]

Public Broadcasting -- user-supported model used by not-for-profit radio and television broadcasting extended to the web. A community of users support the site through voluntary donations. [The Classical Station (WCPE.org)]

Social Networking Services -- sites that provide individuals with the ability to connect to other individuals along a defined common interest (professional, hobby, romance). Social networking services can provide opportunities for contextual advertising and subscriptions for premium services. [Flickr, Friendster, Orkut]

	Subscription
Model
	Users are charged a periodic -- daily, monthly or annual -- fee to subscribe to a service. It is not uncommon for sites to combine free content with "premium" (i.e., subscriber- or member-only) content. Subscription fees are incurred irrespective of actual usage rates. Subscription and advertising models are frequently combined. 

Content Services -- provide text, audio, or video content to users who subscribe for a fee to gain access to the service. [Listen.com, Netflix]

Person-to-Person Networking Services -- are conduits for the distribution of user-submitted information, such as individuals searching for former schoolmates. [Classmates]

Trust Services -- come in the form of membership associations that abide by an explicit code of conduct, and in which members pay a subscription fee. [Truste]

Internet Services Providers -- offer network connectivity and related services on a monthly subscription. [America Online]

	Utility
Model
	The utility or "on-demand" model is based on metering usage, or a "pay as you go" approach. Unlike subscriber services, metered services are based on actual usage rates. Traditionally, metering has been used for essential services (e.g., electricity water, long-distance telephone services). Internet service providers (ISPs) in some parts of the world operate as utilities, charging customers for connection minutes, as opposed to the subscriber model common in the U.S. 

Metered Usage -- measures and bills users based on actual usage of a service.

Metered Subscriptions -- allows subscribers to purchase access to content in metered portions (e.g., numbers of pages viewed). [Slashdot]


Considering the newness of the internet and world wide web, it’s safe to say that nearly everyone who has purchased online gained their understanding of commerce offline. “Dirt-side” commerce transactions have structural, schematic, and semantic orders that don’t fully map to the different medium of the web, and it’s this gap in mapping that causes the problems users experience trying to shop online, whether the problems stem directly from usability flaws or unmet expectations.
My experience shopping online and working on a major online commerce site — Borders.com — has shown me that most people involved in the design, creation, marketing, implementation, hyping and analysis of ecommerce sites haven’t thought about the basic relationship that commerce is based on. A quality online shopping experience must be designed from a firm understanding of this basic relationship. 

Considering the newness of the internet and world wide web, it’s safe to say that nearly everyone who has purchased online gained their understanding of commerce offline. “Dirt-side” commerce transactions have structural, schematic, and semantic orders that don’t fully map to the different medium of the web, and it’s this gap in mapping that causes the problems users experience trying to shop online, whether the problems stem directly from usability flaws or unmet expectations.
E-Business Plan: Market Analysis
Here in my report will focus on E-Business Plan demonstrates that you know your customers—who they are, their characteristics, and why they are likely to buy from your business. The process of writing the market analysis requires you to define your target markets and analyze how you will position your product or service to arouse and fulfill their needs in order to maximize sales. In a full-scale business plan, the market analysis is part of the marketing plan section, which includes: 

  Market analysis: I think we had to approach  target markets ( wither  through  two different questions such as What Are the Target Markets?, Identifying Target Markets

tructure of the customer base, and growth prospects. 

  Pricing strategy: setting the price of the product or service based on cost-plus pricing, demand pricing, and competitive pricing; and the use of innovative pricing strategies such as penetration pricing, flexible pricing, and market skimming. 

  Promotion plan: the communication channels you will use to make the customer aware of your product/service and convince them to purchase (e.g., advertising, online demonstration videos, packaging). Promotion also includes tracking your customers (e.g., confirming who your customers are and how they heard about you) and encouraging them to purchase again. 

  Distribution plan: the distribution channel you will use to move the product or service to the customer (e.g., direct sales, wholesale distributors, brokers) and, if necessary, back again (e.g., returns). 

  Demand forecast: estimates of product or service sales based on the market analysis and assumptions about the effectiveness of the pricing, promotion, and distribution strategies. 

E-Business Target Markets
The first step to target a market is in conducting a market analysis is to define your primary, secondary, and, perhaps, tertiary target markets. The target markets are based on segmentation characteristics within the total addressable market. The segmentation is based on:

· Demographic characteristics: specific, objective factors such as age, gender, race/ethnicity, education, occupation, and income.

· Geographic characteristics: location-based factors such as country, state, city, mobile workers, and lifestyle setting (e.g., rural versus urban).

· Psychographic characteristics: personality traits such as attitudes, beliefs, life experiences, needs, and desires.

· Consumer characteristics: customer-based factors such as loyalty, shopping frequency, and willingness to purchase from the Internet.

Determining the proper scope of the target markets is critical. If the definition of a target market is too broad, it will be hard to identify their information needs, and you will waste money on promotion that won't get the results you want. If the target market is too narrowly defined, it will be difficult to find and generate a customer base that is profitable. This "market focusing" process is evident in the way marketers approach market analysis, working from the general (potential market) to the specific (market share), as described in the following paragraphs.

The potential market is the total number of people who could buy from your business. For example, if you are selling solely over the Web and only accepting credit cards for payment, the potential market would be everyone in the world who owns a credit card and has access to the Internet. This is a huge, but illusory, market.

· The addressable market is the group of individuals in the potential market who are likely to have an interest in what your business has to offer. For example, for Purma Top Gifts the addressable market is people who have an interest in Purma, perhaps because they live there, want to visit or live there, or have visited or lived there in the past. This is close to being an appropriate target market if the business intended to be a Purma portal, but it is too large and unrealistic for Purma Top Gifts. (What Are the Target Markets?

· Identifying Target Markets ( www. Prenhall.com) 
The target market is the group(s) of individuals in the addressable market that are likely to buy from your Web site, based on the segmentation factors listed previously. In other words, who will buy your product or service provided consumer-environment conditions are perfect and there is no competition. Not everyone in target market will buy from you because other factors strongly influence the share of the target market a business can reasonably obtain. 

The market share is the individuals in the target market who you can expect to make a purchase from your business. The structure of the industry, the impact of competition, strategies for market penetration, and the amount of capital the business is willing to spend in order to increase its market share affect your market share. 

Identifying Target Markets With this background and market-definition description in mind, it is time to identify the primary, secondary, and, if necessary, tertiary markets.

The primary market is the group of individuals in the addressable market most likely to buy your product or service. Think of the primary market as your "premium customer," "who is most likely to find my site and buy something from it," or "who is chiefly interested in what I have to sell." Identifying the primary target market requires you to consider the potential and addressable markets, as well as the value proposition you wrote earlier. Conclude this process by describing this market using the segmentation factors outlined previously.

For example, the primary target market for Purma Top Gifts is individuals in middle and upper socioeconomic classes living outside Purma who have visited Purma and retain an ongoing interest in the country. This tends to exclude (a) people who live in Purma, (b) tourists who have with little or no ongoing interest in Purma, and (c) low-income backpackers who have visited Purma. While Purma Top Gifts will gladly sell to anyone in these groups, for various reasons they are unlikely to make a purchase from the Purma Top Gifts Web site in large numbers. Similarly, a primary market such as "anyone who has ever visited Purma" is too broad, unrealistic, and it is difficult to define their information needs and justify promotion strategies that will reach them effectively.

The secondary market is another class of individuals who are "second most" likely to buy your product or service. In other words, look for another distinct group in the addressable market with different segmentation factors from the primary target market. For Purma Top Gifts, this group is Purmaians who are living abroad. These individuals may want to buy something from their home country for themselves or their friends, or they may want to buy a gift to send to a relative or friend living in Purma (e.g., a Mother's Day gift). These individuals will have similar shopping and information needs as the primary market, but different needs as well (e.g., differential shipping rates for in-Purma delivery, gift wrapping).

Occasionally there may be a tertiary market for your e-business (another class of individuals who are "third most" likely to buy your product or service) but the more target markets you identify the more difficult it is to distinguish them from the primary and secondary markets. Unless you can think of a compelling, distinctly different, third target market, identify only primary and secondary target markets.

Assignment 9: Identify and briefly describe at least two and no more than three target markets for your e-business. Make sure your markets are scoped correctly—not too broad and not too narrow. Your description should include as many demographic, geographical, psychographic, and consumer characteristics as possible. Follow the guidance provided by your instructor to submit, present, or save this description of your target markets.

Target Market Research
With one to three target markets identified, the next step is to conduct market research to provide some concrete data about them. In this section, you are seeking answers to questions such as: What are the specific demographics (age, education, income, etc.) of these markets? How many individuals are in the target market? Do they use the Internet? Do they buy online? Are these markets growing? Stable? Declining?

Where will you find these data? We can't provide a specific answer to that question because it depends on the target markets you have identified and the information sources available to you. However, here are some suggestions:

· Trade, professional, and social associations and groups: People with common interests tend to organize themselves into groups that may match one of your target markets. For example, if you are selling a product or service of interest to people who fly, ask the Air Travelers Association for information about their members.

· Government sources: In the United States, the federal government's Census Bureau collects an immense amount of data in the decennial census and numerous smaller surveys every year. Government sources will be even more important if your business is in the B2B e-business market. (A reminder: Many sources of U.S. government data are available at the FedStats Web site.)

· Libraries: Your university library is an easily accessible source of business periodicals and books, industry newsletters, and digital business articles and databases.

· University professors: In addition to your library, don't dismiss the possibility that the exact data you need is sitting in a research report on an academic shelf. Talk to professors who have an academic interest in your e-business industry. If they don't have the data you need, ask them if they know of colleagues and academic conferences where this data might be available. For example, the owners of Purma Top Gifts might visit professors in the Tourism Studies Department at the University of Purma, looking for research data about Purma tourists.

· EC market analysis firms: Companies such as Jupiter Research, International Data Corporation, and eMarketer collect and publish data about online consumers. Unfortunately, while general results and trends are published free, the detailed data you require is likely to be expensive to acquire.

· Direct data collection: If feasible, go directly to representatives of the target market. If there is a relevant e-mail list directed at a target market, ask list members to fill out an online survey (offer them something too for their time and effort, such as entry in a drawing for a $50 gift certificate at your site). Interviews with opinion leaders in the target market and focus groups will yield valuable data and insight about your target markets but with considerable cost in time and effort. 
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