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Class Discussion

Blue Nile Sparkles for Your Cleopatra

® Why is selling (or buying) diamonds over the
Internet difficult?

® How has Blue Nile built its supply chain to keep
costs low?

® How has Blue Nile reduced consumer anxiety over
online diamond purchases?

® What are some vulnerabilities facing Blue Nile?

= Would you buy a $5,000 engagement ring at Blue
Nile?
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Figure 9.1, Page 575 SOURCE: Based on data from U.S. Census Bureau, 2012.
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structure of retail marketplace has not uadl) A1)

been revolutionized

® Internet has created new venues for
multi-channel firms and supported a few
pure-play merchants
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Figure 9.2, p. 578 SOURCES: Based on data from eMarketer, Inc., 2012a; authors’ estimates.
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Financial analysis
® How firm is performing
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®m Key industry strategic factors

Barriers to entry

Power of suppliers

Power of customers

Existence of substitute products
Industry value chain

Nature of intra-industry competition

m Firm-specific factors

Firm value chain

Core competencies
Synergies

Technology

Social and legal challenges
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Financial Analysis Factors
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E -commerce in Actlon Amazon com
rJandl A A g A<ty 5 il Amazon.com

Vision:
Earth’s biggest selection, most
customer-centric

Business model:

Retail, Third-Party Merchants, and

Amazon Web Services (merchant and

developer services)
Financial analysis:

Continued explosive revenue growth,

profitable
Strategic analysis/business strategy:

Maximize sales volume, lower costs

and cut prices, acquisitions, mobile
shopping, Kindle

Strategic analysis/competition:

Online and offline general
merchandisers, Web services
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E-commerce in Action: Amazon.com

m Strategic analysis/technology: ‘Lia o) 93K [ ail i) Jadail
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customer service, speed,
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integrated shopping experience to
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Insight on Technology: Class Discussion

® What do comparison sites offer consumers?

® Why are comparison shopping sites more
successful with hard goods than soft goods?

® What is the strategy of Shopping.com?

® How can shopping bots compare luxury
goods?

® How does adding content to comparison sites
help consumers?

Copyright © 2013 Pearson Education, Inc. Slide 9-19



Largest and most rapidly
expanding part of economies of
advanced industrial nations

Concerned with performing

tasks in and around households,

business firms, and institutions

¥ Includes doctors, lawyers,
accountants, business consultants,
etc.

Employs 4 out of 5 U.S. workers
75% of economic activity
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Service Industries ul-ual\ ul:-l.ua

® Major service industry groups: sdad ) Gladdl) delia Cile gana
Finance ‘\-JW‘
Insurance UML’
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Real estate el
Travel daalaall ¢ 4 gilal) dgall culaaal)
Professional services—Ilegal, Gl i) - Jlae Y clara
accounting S ) L (3 gl g e Y
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Business services—
consulting, advertising,
marketing, etc.

M Caladd

Health services
Educational services
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m Two categories (i
Transaction brokers S bzl ¢ las
: : Sleaadll 3 garesl ui|

Hands-on service providers = e ujf )
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= Features: A8 Gl slaall g 44 jall
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customization

w Level differs depending on
type of service, e.g., medical
vs. financial
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= Two important global trends dalgl) dsallad) clalay) cpa i)
Industry consolidation Aclial S

= Financial Reform Act of an di:i‘ C{::?\ u\j" ;39d9-\;3

1998 amended Glass- C'A::tj\ ds;j: ib\f;\j a4l

Steagall Act and allows
banks, brokerages, and
insurance firms to merge
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Movement toward integrated ) ¢
financial services

m Financial supermarket
model
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Figure 9.3, Page 605
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= Consumers attracted to online Allal) a8l gall ) aSlgionall cuda
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The Growth of Onlme Bankmg
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SOURCE: Based on data from comScore, 20103,
eMarketer, Inc., 2010; authors estimates.
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= Online consumers prefer multi- Osbady i AN e CSletiall
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Growing faster than pure online
firms

Lower online customer acquisition
costs

m Pure online firms

Cannot provide all services that
require face-to-face interaction
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® Financial portals

dllal) by gl

a3 5 o3 gualll Cilard 45 jlia

Comparison shopping services, independent Ll i) ALl 5y gl

financial advice, financial planning

Ll

Revenues from advertising, referrals, YY) g ABSe Y (e a\:\i‘g\
subscriptions S yIEY)

e.g.,, Yahoo! Finance, Quicken.com, MSN JUdll Juw JleYahoo! <l
Money Quicken.com sile (e ¢

= Account aggregation Glual) aaad
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= Early entrants hoped to simplify byl (A 98l Gataiall Jaly
and speed up mortgage value chain (s _tall ¢ 1) dad dlads 2y yudi g

® Three kinds of online mortgage gl ALYl (e ) g5 BB
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Pure online mortgage firms il i) e cé el ol ;L;M

® Online mortgage industry has not G Al Ao Jgand) ddes Jgali al
transformed process of obtaining § )
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Complexity of process




Onllne Insurance Serwces

= Online term life insurance: A rlhaa tlall Jdo il
One of few online insurance with qelvigviy !y
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Price discovery caanll g cél'ml\ Cila glaa
Online quotes Dl calEs|
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Onlme Real Estate Serwces
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= Early vision: Disintermediation of a o2 gl ade 3 Suall Ay M)
complex industry Bllaa Aslia
However, major impact is AT i | T T ST LTI Y P
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transaction online el
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reference material, with mobile apps ' e sl 5l
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Despite revolution in available odes B 5 ¢h casad ol dalial
information, there has not been a ) de il 4l
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commerce segments lalas Sy 445 g ity
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For consumers: More convenience
than traditional travel agents
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efficiently reached through onsite )

advertising




m Travel an ideal service/product
for Internet

Information-intensive product

Electronic product—travel
arrangements can be
accomplished for the most part
online

Does not require inventory

Does not require physical
offices with multiple employees

Suppliers are always looking for
customers to fill excess capacity

Does not require an expensive
multi-channel presence
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Insight on Business: Class Discussion

® What is the Zipcar business model? How
does it make money?

® How does Zipcar use the Internet?

® Does Zipcar compete with traditional
car rental firms?

= Will Zipcar work only in urban markets?
Can it expand to the suburbs?

Copyright © 2013 Pearson Education, Inc. Slide 9-36



Online Travel Services Revenues
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4 The Onll-ne Travel Market
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® Four major sectors: ) e Ud day
Airline tickets okl S

Hotel reservations 4083018 ) ) gan

Car rentals bl juals
Cruises/tours Y e [ Oy

m 57% purchase airline tickets from Bsa (a Ol bl 81N ¢ %57
airline’s Web site, 22% from s plsa (e .22 3 () sl AS )
travel booking Web site (e.g., dim (A8) AN ASed Ao Aud)
Expedia) (QJ#MS'\ Uil

m Corporate online-booking Aall i) e clsoal dsla
solutions (COBS) (e59)




Onllne Travel Industry Dynamlcs
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® Intense competltlon among
online providers

Giladdl) padha (p Badd) dudlial

: e rece: SO Y e
® Price competition difficult y 1 ddial]
® Industry consolidation dsliall s
® Industry impacted by meta- ¢aal) cilS jaay 5 il deliall

search engines (Al
Commoditize online travel ‘ S A e 35“5‘ )ﬂsﬂifﬁs

= Mobile applications are also L) o Jsanal t‘*‘-@‘ il
dcliall Jagad

transforming industry Ao Laay) e Y) it .
A 2 a SECR

®m Social media content, reviews . i
er Ml Jie 5 g cland ya
have an increasing influence on T L) el

travel purchases




Insight on Society: Class Discussion

= Should there be repercussions to individuals
and/or businesses for posting false reviews
of products or services?

= Can phony reviews be recognized and
moderated?

= Do you rely more on some types of reviews
or comments on Web sites and blogs over
others?

Copyright © 2013 Pearson Education, Inc. Slide 9-40
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Online Career Services
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m Top sites generate over $1 billion annually Lisie ¥ g8 shle oy JiSI 281 54l é‘“i A

® Two main players: CareerBuilder, Monster ALy g1 i S i) e S e )
® Traditional recruitment tools: gl

Classified, print ads, career expos, on- ) :“‘»‘ﬁmj il gil) <) g3}
campus recruitment, staffing firms, A sthall A1 5 Ay sall DY)
internal referral programs eralall ool (8 caula gl 5 cdaigall el 5
SR ANAY) el oy ecida gill IS L

® Online recruiting
) e gl g3

More efficient, cost-effective, reduces e iy RS Cri e Allad (3ol ST
total time-to-hire Slaind ) i gl Naal
Enables job hunters to more easily Al Byl sl Jaadl Sl (S
distribute resumes while conducting Jee oo hadl ¢l ja) oW ST A g
job searches danda oy ol e IS0 duulia
Ideally suited for Web due to Alexll 488l Tila g1zl

information-intense nature of process




It S Just Informatlon The Ideal Web

; Business?
Cllas Y u gl) Aullia s cila glna 2 jaa Ll

® Recruitment ideally suited for the Gusll e IS dualia Ciuls git)
Web Cila sleall 48880 dolac
Information-intense process o SN (A Gl ke Y
Initial match-up doesn’t . ufm‘mj\
require much personalization e Crabl) 0 dﬁd‘i:jb tﬁ‘ﬂ | ﬁ

m Saves time and money for both i 1 :i :;.;984;‘3
job hunters and employers Ly iy Gndl et aas e 3l

® One of most important functions: (i iy e Ay gl (3 gudl)

Ability to establish market
prices and terms (online
national marketplace)




Onlme Recrwtment-lndustry Trends“ ‘
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This work is protected by United States copyright laws and is provided solely
for the use of instructors in teaching their courses and assessing student
learning. Dissemination or sale of any part of this work (including on the
World Wide Web) will destroy the integrity of the work and is not permit-
ted. The work and materials from it should never be made available to
students except by instructors using the accompanying text in their
classes. All recipients of this work are expected to abide by these
restrictions and to honor the intended pedagogical purposes and the needs of
other instructors who rely on these materials.




