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Class Discussion

Tweet Tweet: What’ s Your Business Model?
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m What characteristics or benchmarks can be used to assess the
business value of a company such as Twitter?

®m Have you used Twitter to communicate with friends or family?
What are your thoughts on this service?

= What are Twitter’ s most important assets?

®= Which of the various methods described for monetizing Twitter s
assets do you feel might be most successful?
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-'-E commerce Busmess Models
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® Business model

Set of planned activities designed to result in a profitin a
marketplace

® Business plan
Describes a firm’ s business model

m E-commerce business model

Uses/leverages unique qualities of Internet and Web
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Value proposition 4l 5 a8 o0
Revenue model Sl Y CJJ*“
Market opportunity w“j \, Mﬁ
Competitive environment Al 5 e
Competitive advantage o o) daai) sl
Market strategy bl y sl
Organizational development BT

Management team




1. Value Proposmon
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= “Why should the customer buy from you?”
® Successful e-commerce value propositions:

Personalization/customization

Reduction of product search, price discovery costs

Facilitation of transactions by managing product delivery
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2. Revenue Model S ) Zasad L2

= “How will the firm earn )
revenue, generate profits, and = 15 4S54l Jasiu s
produce a superior return on o= Gsiie sl gl daly) g

invested capital?” M | duj\ ;‘j

® Major types: e Y) u\a\ﬁ) 23 pui
Advertising revenue model S RN Sl ) 3 gad
Subscription revenue model Alalrall o guy Gl y) 23 ga
Transaction fee revenue model Silagpal) Sl ) 3 g

Sales revenue model Ol oS A0 L ) 23 sa

Affiliate revenue model




Insight on Society: Class Discussion

Foursquare Checks Out a Revenue Model
S Zagad (ra (@8l (a8 AL JUa) auad Cluadld
® What revenue model does Foursquare use? What other

revenue models might be appropriate?

®m Are privacy concerns the only shortcoming of location-based
mobile services?

®m Should business firms be allowed to call cell phones with
advertising messages based on location?
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3 Market Opportunlty 4_93-“4‘ Mﬁ 3

= “What marketspace do you intend to serve and what is
its size?”

Marketspace: Area of actual or potential commercial value in
which company intends to operate

Realistic market opportunity: Defined by revenue potential
in each market niche in which company hopes to compete

® Market opportunity typically divided into smaller
niches
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4 Competltlve Enwronment
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= “Who else occupies your

: ” (A gualall lilSa Jiay e
intended marketspace? " 51 o)
Other companies selling similar i Al s LAY s al
products in the same marketspace R u»-% b il Cilaiie
Includes both direct and indirect Crodlaal) Cpadliall S Ly
competitors Soslall e

® Influenced by: JErggv i
Number and size of active Cpbadil) pedliall aaa g 20
competitors Sl (A (pdlie das S
Each competitor’ s market share Cpmdlial) A
Competitors’ profitability Opnadliall

Competitors’ pricing




5 Competltlve“Advantage
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= “What special advantages does your Lgadi 1) Laldd) L) jal) La”

. . ?” e )
firm bring to the marketspace: " §) ) dabusa ) LIS

[s your product superior to or 5y s 4l Gsiie latia Ja
cheaper to produce than your

itors’ 7 febidlia (1
competitors . X

Al asdlia

® Important concepts: :;J\

Asymmetries 3y sall g (J o) & adll 5 e
First-mover advantage, ALl

complementary resources Aole I 5 314

Leverage Allia 3 gl
Perfect markets

Unfair competitive advantage




6. Market Strategy
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= “How do you plan to promote your products or services to attract
your target audience?”

Details how a company intends to enter market and attract
customers

Best business concepts will fail if not properly marketed to
potential customers
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‘ 7 Organlzatlonal Development
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= “What types of organizational structures within the firm are necessary
to carry out the business plan?”

u Describes how firm will organize work
Typically, divided into functional departments

As company grows, hiring moves from generalists to specialists
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8 Managem—ent eam
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= “What kind of backgrounds should the company’ s leaders have?”
= A strong management team:

Can make the business model work
Can give credibility to outside investors
Has market-specific knowledge

Has experience in implementing business plans
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InSIght on Business: Class Discussion

Is Groupon’ s Business Model Sustainable?
Caldiawall ¢y 9198 Jlas | Cd}ud‘h

® What is the value of Groupon to merchants? What types of
merchants benefit the most?

What is the value of Groupon to investors?
Is Groupon overvalued ?
What obstacles does Groupon face?

Which competitors present the greatest threat to Groupon?
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Categorizing E-commerce
Business Models
Jas ¥ 7 dlad 4 g i< B jlail) il

= No one correct way dasaia 48, s aaf Y
m Text categorizes according to: b Ll By all) Ciia,
E-commerce sector (e.g., B2B) d“‘“) A3 5 S 5 el EU"g
E-commerce technology (e.g., B2B)

m-commerce) 431 g yiSIYN 3 el L 5l 1S5
(15 5SIY) 3 a1 Jie)

m Similar business models

appear in more than one @ Ailaa Jues wa Je,;t
sector s gt ga S

z e S ) Gany adding

O i I . .
Some companies use multiple (bl Jia) Basmia Jas]

business models (e.g., eBay)




BZC Busmess Models
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= E-tailer E-ousula
= Community provider  (%5lia¥) 45al) adiaall 3954

(social network) & sl i‘&ﬁ
= Content provider St 43;
= Portal el (il
= Transaction broker daadl) adia

® Market creator
® Service provider




BZC Models- Etaller
ZiB2C: E-_ LU

= Online version of traditional 4 il jalia Cre Ay g ASIY) Al

retailer e Y?-J*:jm‘
< ) ) gl

® Revenue model: Sales " i@gﬁfj
®m Variations: soalall alil -
Virtual merchant ) 8l g ghall -
Bricks-and-clicks z sl b -
Catalog merchant bl ailiall -
Manufacturer-direct Jsaall alal Sal sal) Laldad)

® Low barriers to entry




BZC Models ) Communlty Prowder —
ZiB2C: aalinall 39 34

® Provide online environment (social network) where
people with similar interests can transact, share
content, and communicate

e.g., Facebook, LinkedIn, Twitter, Pinterest

® Revenue models:

Typically hybrid, combining advertising, subscriptions, sales,
transaction fees, affiliate fees
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BZC Models Content Prowder
ZaiB2C: ¢ siaall 2 94

= Digital content on the Web Gugl) Ao a8l 533;?.&\
News, music, video, text, il 5 ¢l 5 ¢ tan sall 5 S
artwork Ayl Jlae ¥l

el K| Yy G.Sl..u'
) Jaant JSI ada &) iiY)

Subscription; pay per el a1 40D £( yiadl
download (micropayment); ' : ;

® Revenue models:

I~ té\ - e
advertising; affiliate fSIELAESY
SlbaSA

referral

- e o ol Glaana

m Variations:

Syndication
Web aggregators




Insight on Technology: Class Discussion

Battle of the Tltans Music in the Cloud
dagdl 8 A gall 15 b AS 24

Have you purchased music online S A e e Cuy i) JA

or subscribed to a music service? A e S ga dadd L8 S il
What was your experience? ) oeut A
What revenue models do cloud Lgatdid %ﬂ\ Y Ealad A La
music services use? Paland) A gal) Clasd

5 ima Aol Auw gall cilead i g1 A
Do cloud music services provide ¢4 - SV g Jraadl) cladd o daal g

a clear adv.ant.age ove:r download Jasn e dtacd) cladd) ye

and subscription services? A (. w
d@ac_usg-db cdg\g cujJLA\J\J

Of the cloud services from flalal g caladic

Google, Amazon, and Apple,
which would you prefer to use,
and why?




BZC Busmess Models Portal
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® Search plus an integrated O Adalgia 4o ) ALYl )
package of content and Gilaadl) g 5 giaall
services 1l )z dad
= Revenue models: Shelaall p gma s Al g5 LAY
o CS) SN
Advertising, referral fees, ALY
transaction fees, 2\;\; [
subscriptions . . e
®m Variations: T
sy
Horizontal /General
Vertical /Specialized
(Vortal)
Search




BZC Models" Tran—sactlon Broker —
GJLMBZC: C kalzal) Jasus g

= Process online transactions i AN e clalaall Aules
for consumers CpSlgiall
Primary value proposition— Jull s 501 d 53 3l 531 Al
saving time and money “giji‘s \G‘J’“

2 Sl

= Revenue m.odeI: . isal 13 plakind &Le&.d\
Transaction fees AL cilesal

® Industries using this model: i lead
Financial services —auls o) ilaad

Travel services
Job placement services




BZC Models MarketCreator
ZiB2C: S jla gl S

m Create digital OSan s dgad ) Ay 314
environment where Jaladl) g dals L) g o yidiall
buyers and sellers can (Jhal) S Ao
meet and transact Ol 2

= eg., . ) SR o e

i ozl &) :u\dbg\‘!\ GJJ.A.\
Priceline
eBay

® Revenue model:
Transaction fees



-'-BZC Models Serwce Prowder '
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® Online services G AN e ciladd
e.g., Google—Google Maps, Jwe 5dese 50 .Lu\); Jie
Gmail, etc. REIRYPR RN

dad 93 2B ga
. . Jhagg cgll 5 gy Ay ya 5 Aasd
Vahllable, convenient, t1rr.1e- Claral) _esial AalS3l) 3
saving, low-cost alternatives
to traditional service

providers

= Value proposition

s ala) Y ESLu'
“ﬂ\J:u.uY\ ) ¢ LAl &"_1@.4
UL (e Gilaall 5 «iSe Y
Sales of services, subscription Ay gl
fees, advertising, sales of
marketing data

® Revenue models:




» BZBBusmess Models
B2B Jles Y GJLA.\

= Net marketplaces sl gé:
o E-g sl
E-distributor o SAIE
E-procurement Jalss
Exchange acliall o g ) g S
Industry consortium duald A lia 44

¥ Private industrial network




BZB Models E- dlstrlbutor
Z3iB2B: E- £ )34l

m Version of retail and dlaat) g 4 jadl) e Adu
wholesale store, MRO aladl g cadadl g ¢y A
goods, and indirect goods b ydilual) &

m Owlr:.ed by one company 5030 5 4S5 b e S sla
seeking to serve many N e tad) Aasdd e
customers -

= Revenue model: Sales of el Cilagsa 1l Y 3 gad
goods

() S Ao

= e.g., Grainger.com Grainger.com




B BZB odels E- procurement
CJLMBZB MjJASJY‘ Gl diall

® Creates digital markets Jalaly Eun A1aB N ) gt 318
where participants bl i aduall ) oS jLiiall
transact for indirect goods Cladd adia sB2B cedia s «

B2B service providers, (u.u.\.a.n‘) Gl clead
application service $ i) ) 7z gad
providers (ASPs) e sl Alidis 3500) cAandl) a g
® Revenue model: ol claas
Service fees, supply- L) QU i o

chain management,
fulfillment services

® e.g., Ariba




o BZB Models Exchanges
CJLMBZB <ty ALl

Independently owned GBgmd) Jlia (<30 A slaal)
vertical digital marketplace  5_dliall CDALall 440 ganll doad
for direct inputs a sy (Sl rclal ) 533.43
Revenue model: Transaction, o tlﬁb&d‘
commission fees Crdosal) G Ao 60 ddlia (314

S sl Jua) ) das
Uaddl) ¢y g8l 4y jmd) Adliall
oS J aalal) aae

Create powerful competition
between suppliers

Tend to force suppliers into
powerful price competition;
number of exchanges has
dropped dramatically




® More successful than exchanges

BZB Models Industry Consortla o
CALMBZB deliall alady

® Industry-owned vertical digital Laad ) g guad) Ao licall 4S glaall
marketplace open to select Cdgal) LAY Aa gida Aga ganl)
suppliers EN AL e lalad i

A dclia e A 4le
i) 200, L) 5 5

o gy cblalaal) sl Yl 73 gad
&Y gard

s g} ¢ Jlial) S o

Sponsored by powerful industry
players

Strengthen traditional
purchasing behavior

® Revenue model: Transaction,

commission fees

m e.g., Exostar




Prlvate Industrlal Networks
daldl) delial) el
= Digital network Agad ) Aail)

O o) gil) (Gaeadi] addliod
Jue ¥ Jlaa A Alalad) gyl

m Used to coordinate

communication among laa 4 atl
firms engaged in business doss gal) a3 (pa Bale ) ghat
together FERALRIERRY]

Sla Jo9 A (JUall Ja Ao

® Typically evolve out of
company s internal
enterprise system

(o gall

® e.g., Walmart’ s network
for suppliers




E-commerce Enablers: The Gold Rush Model
) LAY 7] gad 1A g IS B ladll (pkall) Jal oo

m E-commerce infrastructure dgatl) Al culS ped caaliiud 8 g
companies have profited the L S e JAS) A g St B lall
most: Gl 5 Ciliaa il 53 5eal)

Hardware, software, networking, ; Yl s
security il dadail g eay g KTV 5 jlal) alas
E-commerce software systems, eIV Cppani @Xe V) Jilu g Jsla
payment systems ¢ Saxll CHEMe 3 Hla) Cilina
Media solutions, performance Slily 2o 48
enhancement A bt Gleaa
CRM software

Databases

Hosting services, etc.




How the Internet and the Web
Change Business
JWY‘JMUA5$HJJSJY‘J§S

= E-commerce changes industry JSA il it Al g IS B lal)
structure by changing: 1ol (B sk o dsliall
Rivalry among existing e U*“‘SL""“ Qﬁ.&‘)‘
competitors Jsaa alal Jal sl
sl Abal Cladiall dags

Barriers to entry

"1 | 3
Threat of new substitute e e ua ﬁ“;j
products = FE e

Strength of suppliers
Bargaining power of buyers




Industry Value Chams
doe Lial) dadl) Dl

m Set of activities performed by e a sty Al AhiY) e de sene
suppliers, manufacturers, O 8Ul g o sriadll g 93 ) gall
transporters, distributors, and Cpdll 851l ety ¢ se ) sall
retailers that transform raw Gladia A 2B Bl ¢ o s
inputs into final products and diles Claad
services Cila slaall A8lST e Jlay iy
Internet reduces cost of S halaal) IS (e Loy

MLM.\S\ o;\ﬂﬂ\ oJ\JJ L.A‘ LSJJ-’
43\.:.4\) 6)\.’.:..@&\‘5 ‘u.dl&d\ uas;j
;:M M..)S

information and other
transactional costs

Leads to greater operational
efficiencies, lowering cost, prices,
adding value for customers




E-commerce and Industry Value Chains
dosliall dadl) Judlw g 4 g sty 3 il

SUPPLIERS MANUFACTURERS DISTRIBUTORS RETAILERS CUSTOMERS

@) @)
;D Supply Chain Inventory Efficient
Management Management Customer Response
Systems Systems Systems
TRANSPORTERS ﬁ

Transportation Management Systems

Alternative Direct Channels
e.g., The Web

Figure 2.4, Page 96




% F|rm"VaIue- Chams

= Activities that a firm s LAY ZSJ-&J\ L a i Al Ay
engages in to create final aldl) ALY (e duilgd Claita
products from raw inputs Ao B ghd JS Ciuiig
m Each step adds value A il

:\J.\Mﬂ\ 3¢ &< Ce )
Gilatiall lad Sl
alulidl 8 &l gadll ol sauill) ity

m Effect of Internet:

Increases operational
efficiency

Enables product
differentiation

Enables precise
coordination of steps in
chain




E -commerce and F|rm Value Chams
S ) dad Sl g A g 5Ky 3 jlaill

Administration
Human Resources
Information Systems
Procurement
Finance/Accounting

SECONDARY ACTIVITIES

PRIMARY ACTIVITIES

o LAY oD B &,

Inbound Operations Outbound Sales and After Sales
Logistics Logistics Marketing Service

Figure 2.5, Page 97




F|rm Value Webs
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= Networked business ngma Juas 1 Al sl
ecosystem
= Uses Internet technology to CHAY) L gl 4S5 padin

(e Aailll oDl ail
SR PA P TPRAT

coordinate the value chains
of business partners

m Coordinates a firm s > PEgRAl S84 Cbmal

suppliers with its own Laldl) Laliy Lgilalial
production needs using an Al 5,14 ?u‘“ aladiol
Internet-based supply chain A Al o gl

management system




Internet enabled Value Web
AN o AiSan i A

STRATEGIC ALLIANCE AND PARTNER FIRMS

DIRECT SUPPLIERS

CUSTOMERS

FIRM/INDUSTRY

ERP Systerns [ IR
Legacy Systems P

Supply Chain ~
Management Systems:
Private Industrial Networks

Net Marketplaces

Custormer Relationship
Management (CRM) Systems

INDIRECT SUPPLIERS (MRO)

Figure 2.6, Page 98




Business Strategy d.ui\ m\ J-H-A\

m Plan for achieving Jashll sadl Ao Mg g8antddad
superior long-term returns & i) Jlal) Gl o 48 gita
on the capital invested in 4o jlat 48 &
a business firm dale sl i ao )l

= Four generic strategies d*"u-‘j‘

Differentiation “E
Cost duf‘“
Scope OS A

Focus
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