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Learning Objectives

Students will be able to

[J understand and evaluate fundamental and advanced Internet and software
technologies relevant for EC,

[ describe, identify and classify EC applications and systems,
[ classify and identify existing and emerging EC business models.

The lab classes strengthen the understanding of these concepts through hands-on
experience with selected EC technologies and commercially relevant systems.

Electronic Commerce (WS-03/04)

1-3



Rules of the Game

1 Written exam at the end of the semester = 2 credits (IMT)

(1 Exercises = 1 credit (IMT).

(1 Regular attendance & successful solution of the tasks in time (one week).

Task 1 Task 2
handed out handed out
! |
| |
Mon To%jay: Wed Thu Fri Mon: Tu|l<_e: Wed Thu Fri
Iectare-' I _IaE N Igct}Jre
: >
time I
v
Solution 1

returned
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1. Introduction and Overview

1.1 Introduction
1.1.1 ECommerce: Definition
1.1.2 Commercial Opportunities on the Internet
1.1.3 Basic ECommerce Models

1.2 Outline and Overview over the Lecture
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What is ECommerce?

Definiti Electronic Commerce is the sale and procurement of supplies and services
efinition . :
using information systems technology [NoWeGa00].

Related concepts and terminology of different perspectives:

Consumer [] Customer [] Buyer [] User

Producer [] Performer [] Seller /| Merchant [] Provider

Product [] Service [] Supply [] License
tangible e.g. information e.g. intermediate soft goods

goods retrieval products e.g. programs, music
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Development of ECommerce

The ,3 waves of ECommerce” [Keenan]:
A Put marketing information on the web
JAllow online order taking

(A Construct electronic exchanges

Differentiation:
A Evolution of ECommerce at large

1 Evolution of ECommerce in a particular company
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EC at large vs. EC in a company

Development of ECommerce at large: Steps of ECommerce development

S S S S

Internet Browsers SeeTrch Content Shops Market-
Engines places

Development of ECommerce in a particular company: What part of a company is
involved in ECommerce?

S

Marketing Order Electronic
information taking exchanges
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Electronic Business: Terminology )

Overview of electronic business terminology:
e-business:

» Generic term for all internal and external business processes of a company.
Coined by IBM in 1999.

» Structured into e-commerce, e-cooperation and e-information.
e-commerce:
» Electronic marketing and trading of goods and services over the Internet.
« Within e-business, e-commerce is the driving force.
e-cooperation:

» Business models that support the cooperation of business partners, e.g. virtual
enterprises, supply chain management (SCM) and customer relationship
management (CRM).

e-information:

« Mainly addresses the procurement and delivery of information (e.g. digital
libraries and web portals).
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Electronic Business: Terminology )

Electronic business terminology continued:
e-procurement:

 Electronic purchase of raw materials, semifinished goods and components
(normally in large quantities).

* Requires an integration of company’s ERP system with suppliers’ ERP systems.
» Part of e-cooperation.
e-government:

* Provision of governmental and official processes over the Internet for residents,
usually administrative processes, e.g. tax return, change of address.

« Exchange of electronic data between different authorities for the acceleration of
official processes.

The lecture will focus on e-commerce aspects, and will also give insight into e-
cooperation and e-information topics.
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Commercial Opportunities on the Internet (1

Effects of the Internet On Commerce [Rappa02]:
[ Disintermediation / Reintermediation
1 Frictionless Commerce
1 Dynamic Pricing

1 Personalized Marketing
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Disintermediation

Definiti Shortening the value chain, especially concerning soft-goods (music,
SHLON 1 software, ...) [Merz99]. Lowers customer prices: Get products cheaper.

= Reduces costs for producers and customers.

Mediators
Producer Wholesale Retailer Consumer
dealer

' Disintermediation
° w °
R > Internet > ﬂ

Producer Consumer

Electronic Commerce (WS-03/04)



Reintermediation

Definiti Adding trading partners (brokers) to a value chain as filters / selectors.
eHIton 1 Brokers select products / producers: Find better / more suitable products.
=> Increases quality of service.
— %

Producer ﬂ > How to connect 777 >ﬂ Consumer

S

Professional

roker
consumers
Producers 2
. Private
ﬂ b consumers

Examples: Photograph brokers (CORBIS, Gettyone)
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Commercial Opportunities on the Internet 2

ECommerce is viewed as a possibility for enabling Frictionless Commerce [Rappa02].

Causes for friction in traditional commerce are costs:
[ Costs of finding partners
(1 Costs of gathering information

[ Costs of establishing trust

In a frictionless economy everyone has perfect information at any time (e.g. about all
potential trading partners, products, offers, etc ).

NOTE: This is a claim of economical theory!

Dynamic Pricing

1 Prices adjust to exactly balance supply & demand (can be realized in e.g. auctions,
see chapter 2)

[Rappa02]
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Commercial Opportunities on the Internet ()

Personalized Marketing (1:1 Marketing)

1 Any seller’s offers, ads, incentives are customized and personalized to each
customer

=> single seller — single buyer relationship.

Seller is supported by Customer-Relationship-Management Software (CRM),
see chapter 5.

Virtual Communities

(Global / local) communities of people who share an interest or get together to act as a
single economical player.

1 Communities of Interest

1 Buyer Communities (get reduced prices by ordering large quantities of products)
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ECommerce Reference Model

M @ (7)
Applications for horizontal and vertical sectors
Organi-
zational | |®  virual n @ Kinds of
Issues Organizations Electronic Cooperation FolleEl
A Trading Systems and
Legal
Business Process Reengineering (BPR) Tools Aspects
of
\f Forms of || Security, || Transact. Agent Mediation, EDI (f) EC
Payment Trust Control Technlgy || Negotiation (6)
Technical
issues (3) Base Technologies
v (Internet-, Communication-, Security-, DB-, Software-Technology)
[MeTulLa99]
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ECommerce Transactions 4-Phase Model

1. Request 2. Negotiation
) o Dealer
Performer
Seller
Shop
4. Feedback 3. Performance

1st phase: Customer finds a business partner

2nd phase: Customer and performer negotiate and finally commit transaction details
(products, quantity, quality);
commit might include payment
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ECommerce Transactions 4-Phase Model

1. Request 2. Negotiation
° ° Dealer
Performer
Seller
Shop
4. Feedback 3. Performance

3rd phase: Performer carries out the service / manufactures and delivers the goods

4th phase: Customer gives feedback; pays for the service / for the goods
Feedback is important for long-term positive customer relationship

Payment: Depending on the business model, payment might be moved to end of 2nd
phase (pay before performance) or to the end of 4th phase (pay after delivery)

Electronic Commerce (WS-03/04)



ECommerce Transactions 4-Phase Model

1. Request 2. Negotiation
° ° Dealer
Performer
Seller
Shop
4. Feedback 3. Performance

Structure: An electronic transaction phase itself might be composed of subordinated
electronic transactions.
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Business to Customer (B2C)

Request Negotiation

Enterprise
‘ Software
System

Feedback Performance

Examples:
1 Online — Shops (Amazon, BOL, etc.)
(1 Local services (e.g. traffic information service)

(d News, publication services
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Business to Business (B2B)

° °
R Request Negotiation R Employee
Enterprise
@ ‘ Software
System

Feedback Performance

Examples:
A Supply chain
1 Electronic procurement

1 Vertical industry tendering and bidding systems (e.g. in the maritime industry)
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Business / Customer to Administration (B2A / C2A)

3
O

Examples:

°
Request Negotiation R Employee
Adminis-
tration
Feedback Performance

1 Paying taxes & fees

1 Change of address

1 Licenses
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Electronic Payment

Payment: Typical clearing and settlement process between a customer, performer and
the customer’s bank.

Naive view:
® o
Consumer 2. Pay / Authorize Payment . Dealer
Customer Performer
Buyer Seller
1. Deposit 3. Encash Shop
o

Arrows indicate
communication direction

R

Customer’s Bank
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Lecture Outline and Overview

1. Introduction and Overview

[ ECommerce: Definition, buzzwords, expected benefits, ...
2. EC from a Business Perspective

1 A Taxonomy of EC Business Models
3. Web- and Software Technologies for Enabling of EC

4. Selected Products, Frameworks, and Systems for Business to Consumer
Transactions

5. Concepts and Technologies for Business-to-Consumer Transactions
6. Concepts and Technologies for Business-to-Business Transactions

7. Legal Aspects of ECommerce
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2. EC from a Business Perspective

N\
Applications for horizontal and vertical sectors
Organi-
zational Virtual Kinds of
Issues Organizations Electronic Cooperation Political
Trading Systems and
N\
Legal
Business Process Reengineering (BPR) Tools Aspects
of
\ Forms of || Security, || Transact. Agent Mediation, EDI EC
Payment Trust Control Technlgy || Negotiation
Technical
issues Base Technologies
Ak (Internet-, Communication-, Security-, DB-, Software-Technology)
[MeTulLa99]
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Further Reading / Acknowledgments

Most of the following is taken as is from the ecommerce lecture of Michael Rappa
[Rappa02a].

Michael Rappa, Business Models on the Web:
http://digitalenterprise.org/models/models.html
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Business Models

Current business models are:

3

OO d o dod

Advertising Model
Affiliate Model

Broker / Brokerage Model
Community Model
Infomediary Model
Manufacturer Model
Merchant Model
Subscription Model

Utility Model

Some of these business models are still successful, whereas other have not proven to

be accepted by Internet customers.
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Business Models: Advertising Model

Extension of the traditional media broadcasting model

The broadcaster, in this case, a web site, provides content (usually, but not necessarily, for free)
and services (like e-mail, chat, forums) 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 only
works when the volume of viewer traffic is large or highly specialized.

Specializations:

1 Portals:

* Generalized Portal

» Personalized Portal

» Specialized Portal
Classifieds
Query-based Paid Placement
Contextual Advertising

(I Wiy H iy

Bargain Discounter
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Advertising Model: Generalized Portal

High-volume traffic, typically tens of
millions of visits per month, driven by

generic or diversified content or services.

Competition for volume has led to the
packaging of free content and services,
such as e-mail, stock portfolio, message
boards, chat, news, and local
information.

Examples:

Search engines and Web catalogs like
Excite (www.excite.com), AltaVista
(www.altavista.com), Yahoo!
(www.yahoo.com).

Content driven sites like AOL
(www.aol.com). The high volume makes
advertising profitable and permits further
diversification of site services.
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Advertising Model: Personalized Portal

The generic nature of a generalized
portal undermines user loyalty. This
has led to the creation of
personalized portals that allow
customization of the interface and
content. This increases loyalty
through the user's own time
investment in personalizing the site.
The profitability of this portal is
based on volume and possibly the
value of information derived from
user choices. Personalization can
support a "specialized portal" model.

Examples: My.Yahoo!
(my.yahoo.com), My.Netscape
(my.netscape.com).

dy Netscape - Netscape
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Advertising Model: Specialized Portal

Also called a "vortal" (i.e., vertical
portal). Here volume is less
important than a well-defined user
base (perhaps 0.5 - 5 million visits
per month). For example, a site that
attracts only young women, or
home buyers, or new parents, can
be highly sought after as a venue
for certain advertisers who are
willing to pay a premium to reach
that particular audience.

Example: iVillage.com
(www.ivillage.com).

HELLO, nava

meait
I il its hize)

my recipes

iy newslattars

ry website

MILLAGERS® TOP 10
1. Breast Exam Debate
2. Pregnancy Calendsr

3. Dr. Perricone's Aduice

5. Mam= Finder

6. 1Q Test

7. Relstionship Tester
8. Hairstyle Findar

2. $100 from Amazon
10, Live at ivillage

WILLAGE SOLUTIONS
HEW | Yitamins for Wwomen

1. Evaryday Eszentisls

5. Restful Sleep

MAGAZINE SITES
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Country Living

Good Housekeeping
Redbook

House Beautiful

Town & Country
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games, jokes, baoks

food
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great gifts
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$50 - $100
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aline 3ilage Maikel

carb counter
Find out how many
carbs ars in:
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=

Think Yourself Thin
:‘.pnmmunity Challenge®

Sign up now!
Diet support groups

;g More live events

Road-tesied

bheauty advice
Real wornen chonse
their favorite hair
praducts:

+ shine enhancers

« Maolurnizing sharmpoos
+ Horme hair colorin

« Deep conditioners

www.ivillage.com

=] _findit |

quizzes =+ free stuff

$5 OFF
Single's
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Forecast

_iVillage

astrologyitom
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Advertising Model: Classifieds

List items for sale or wanted for
purChase- LiSting feeS are Comm0n7 Bike, swim, skate, ski, curl Its NO FEE rewards program.

* 50 annual fee for the card

your way to work. .

but there also may be a membership PUSSESKTE heret 88 S

fee Career Center For Employers
. g VA

Search Jobs My Monster
Employer Log-In

Post A Job Express

MonsterCatalog

Learn about all of our

HIRING SOLUTIONS. [HeaT]

never settle™ === =

(L ERSTTIMERS () seancwjoss 5 PQSIYOUR
Examples:
Personal Salary Report =

Monster.com (www.monster.com) and s+ Find outyour marker vl BEY  orowse 5,000 pages of
— MonsterLearning resurne help, salar
Match.com (www.match.com). sty of

* Know before you negotiate!

Search courses | data and industry info,

® Receive personalized
Fo,

compensation information

* Get a personal report now WHAT'S NEW
: é TODAY

- i Q Manage Your Money
‘-. Search Jobs 6 tips to help you get

— ChiefMonster

Find the job you're looking for from the ) through a layaff,
Monster Metwork®. Over 1 Million job postings| Senior
each month. Executives, Free Career

www.monster.com
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Advertising Model: Query-based Paid Placement

Sell 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. r

Erweiterte Suche Einstellungen Sprach-Tools  Suchtipps

( IO &)8 |Busmess Models Google-Suche

Suche: & Das Web  Seiten auf Deutsch  Seiten aus Deutschland

Web Bilder Grous Yerzeichnis

Cer Model-Contest 2002 - hier sind die Models! Spanzaren-Link
wane fens-magazine.de  Was Manner wollen!
Models - Angebote zum Thema Models Sponsoren-Link

v ebay.de  NEU & SECOND HAMD! Ginstig kaufen - HIER KLICKER!

Kategorie:  Business » E-Commerce = Strategy = New Business Models

Exal I I p I e " Business Models on the Web | Managing the Digital Enterprise | ... - [ Diese Seite tbersetzen | Sponsoren-Links
... Previous tapic: Metrics. Business models are perhaps the most discussed and least Download & Paper Now
Lownload & Faper Mo

undersm_ud aspect of the We_b \me_m_et husme_s models continue t.o evolve, ... ] {72 b pEpRE e e
Beschreibung: Comprehensive description of a wide variety of web business models with examples. Maintained by that you can download right now!

Google (www.google.com), Overture - | o s stnes o
(www.overture.com).

Kategorie: Business = E-Commerce > Strategy = New Business Models Interesse; mm—
ecammerce nesu. edubusiness_madels.html - Ahnliche Seiten Sehen Sie lhre Anzeiae hier

ecommerce.ncsu.edutopicsimadelsimodels html
Ahnliche Seiten

digitalenterprise.orgimodelsimadels html
Ahnliche Seiten

Netcraft - Business Models for the Yeb - [ Diese Seite ubersetzen |

Business Models for the Web. Mike Prettejohn. Copyright © Netcraft 1995-2002. ... Business
Models. Exactly how do you make your web site pay for itself? ...

i, neteraft. com/market. html - 20k - I Archiv - Ahnliche Seiten

www.google.de
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Advertising Model: Registered Users

Content-based sites that are free to
access but require users to register (other
information may or may not be collected).
Registration allows inter-session tracking
of users' site usage patterns and thereby
generates data of greater potential value
in targeted advertising campaigns.

Example: NYTimesDigital
(www.nytimes.com).

Che New iljo

Cimes

HE WEEB

UFDATED TUESDAY, OCTOBER 15, 2002 11:58 AM ET

Personalize “our Weather

%

- &
//r 2\ 2. TIFFANY & CO.
5518
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Go
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Books

Mavies

Bali bomb blasts and Al Qaeda were
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* Bush Ties Bali Bombing to Qaeda Metwork

¢+ Jeeking Names for Bal's Anonymous Dead
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in Insider Trading Case
By ANDREW POLLACK 11:12 AMET

Sarmel D Walcsal, the former chief
executive of ImClone Systems, pleaded

Hamamoto, set foot on home soil
today for the first time in 24 vears.
Go to Article

BUSINESS
Stocks Surge on a Busy
Day of Earnings Reports

NATIONAL
11 Found Dead in a Rail
Car in Rural Towa

www.nytimes.com

JOB MARKET SEARCH | #Goto Advanced Search/Archive [+ 500 MEMBER CENTER [+ Losovr |
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HARRISCirec:
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|
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IN SCIENCE

On Scientific Fake

Fraud cases this year at major
labs have led to re-examinations
of the scientific process.

= Interactive Feature
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Advertising Model: Contextual Advertising

Freeware developers which bundle ads
with their product. For example, a browser

extension that automates authentication “LESS TYPING, FASTER SHOPPING
and form fill-ins, also delivers advertising HAKES CYBERSHOFFING A ONE-CLICK AFFAIR."

links or pop-ups as the user surfs the web.

) The Gator Corporation
Contextual advertisers can sell targeted
. . . \ ' FREE SEE PRODU
advertising based on an indivdual user's T ‘ ‘
Surﬁng behaVior_ HOME "' i7H us INFO GATOR  CENTER us

GATOR™ eWALLET. THE SMART ONLINE COMPANION.
» Fills in FORMS with no typing!

Example:

» Remembers PASSWORDS automatically.

» Protects and encrypts your data on YOUR computer.

Gator (www.gator.com), eZula
(www.ezula.com).

® The Gator eWallet comes bundled with OfferCompanion=
separate software- your direct link to some of the Web's
mast valuable offers.

# The Gator eWWallet and OfferCompanion are ad-supported
software. They are part of the Gator Advertising and
Information Network (GAIN), which helps keep software free

= e by delivering messages based on the sites you view.

o |

www.gator.com
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Advertising Model: Bargain Discounter

The most notable example is Buy
(www.buy.com), which sells its goods
typically at or below cost, and seeks to
make a profit largely through advertising.

buy.com - The Internet Superstore - Low Prices on Top Brands - Netscape JRE ﬂ]
Datel Bearbeitern Ansicht Gehe Commuricator Hife

< ¥ a4 A4 2 £ S £ B @B
Zuiick  vor  Neuladen Anfang  Suchen  Guide  Drucken Sicheteit  Shop Stap

w§ Lesezeichen £ Adresse:[hipy) ~| @” Vewandite Objek
Internet Encyel ourDictionary. LEO English/Ger ShiftInto Java ‘Yahoo! Wetter LOAP Programmin Schoolmasters S jFlow

us.buy.com,

home | computers | software | electranics | books | videos | games | music | sports | golf | wireless | clearance
S ——

npany Info

Wrelconme, first ime customers: You can create an ascount o gt started o rasd more sbout by com — )

Win A Trip To Super Bowl XXXV
Use your visa card at buy.cam to be automatically eligible ta win a trip to Super Bawl XXXV plus new prizes every week including RCA
big screen Tvs and Sega Dreamcast systems . No purchase or obligation necessary, Click here far details and afficial rules.

‘Deal:Of:-The:Day:

) Fuii MX2900 Zoom
A grast digital camera for|

| [Oeyy,

Business Store Wireless Storet
Nzed 2 phone, Fax or copier? Chack ut aur Grand opening specisls on the latast digital
prices phonas,

mebuy.com

‘commitment Shop Early & Save
Saue 30-40% off list prices on hot holiday gift
“low p ideas
guarantee

-anytime
customer

-easy returns

e

books computers

Bioarsphiss, Business, Childran, Computar, Entartainment, more... Deshten:,

" The First Time $16.99 Sony 32x/12x/8x CDRW Drive $238.05
software electronics

Busines: Marnt, Financial, Kid's Center, Macintosh, OS Software, more... FREE Shippinal, Dinital Satslite, ReplsuTV, MP3 Devices, DVD Flsyers, more...

Adobe Photoshop 6.0 Win §170.95

W @ videos
E= erbinden: verbindLing mit Host: m.doLiblecick ret.

start ||| 20 &) X FS 2 B 2 || B3 Fw: voriauige 0E-Pl..| &) G\Lenmlanungiws... | EIECommerce2ppt |[B&buy.com - The In... $1Unbenamnt - Paint
HEYE=2$Y

Vivitar Camera / Binocular Combo $29.99

0 cormes

www.buy.com
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Business Models: 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. Potential problems loom
ahead that may inhibit the diffusion of the
affiliate model due to the granting of a
broad patent to Amazon.com.

-
s lala) Amazon.com: Welcome
| « | | (4] | ‘ + ‘ hltp / {fwww.amazon.com/exec/obidos/subst/home/home.htmlf103-559 * Q- Coogle
11 Google Apple Mac Amazon eBay Yahoo! Newsv
ﬁf Shep in amazoncom. ) & VIEW CART | WISH LIST | | YOUR ACCOUNT | HELR
AiL\Sports % )
YOUR APPAREL & T0YS & Y KITCHEN B f CAMERA | g% SEE MOR ”
Ll STORE | BOOKS | ACCESSORIES USEWARES | & PHOTO | % STORES

recommendations. New customer? Start here.

Fall Savings on T-Mobile Phones Save on Cutlen
T-Mobile has you covered with the best NEw  While su

lie
- i,.l phones, including the powerful new Motorola last savzpup to
V600, plus service plans that suit any 60"/:: on select
lifestyle. For a limited time, many phones are Wiisthof Grand
2;? better than free, so get one today: Prix cutlery.
| e Motorola V600 for $24.99 or Nokia 6600 for
| $49.99
| e Sony Fricsson T610, Motorola V300, Samsun a
| E105: Free, plus up to $175 back
| b Shop Cell Phones & Service
Star-Spangled Laughs
Featuring a foreword by Thomas Jefferson
F and, oddly enough, a profile of George "The
=l Iceman” Gervin, America (The Book): rea a customer?
3 Citizen ide to De, Inaction, from |Sian in to see your Ne
Jon Stewart and the writers of The Daily elea:
- Show, is the most irreverent (and may we

add smartest) political book out there.

e Watch Jon Stewart talk about America (The

Book
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o Listen to our Amazon.com interview with Jon
Stewart . Y
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Business Models: Brokerage Model

Brokers are market-makers: they bring buyers and sellers together and facilitate
transactions. Those can be business-to-business (B2B), business-to-consumer (B2C),
or consumer-to-consumer (C2C) markets. A broker makes its money by charging a fee
for each transaction it enables. Brokerage models can take a number of forms.

Specializations:
(1 Auction Broker, Reverse Auction (Demand Collection System)
1 Marketplace Exchange
1 Buyer Aggregator
(1 Search Agent
1 Business Trading Community or Vertical Web Community
A Virtual Mall
[ Buy/Sell Fulfillment
([ Distributor
(1 Bounty Broker

[d Transaction Broker
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