2. EC from a Business Perspective

2.1 A Taxonomy of EC Business Models [Rappa02a]
Advertising Model
Affiliate Model
Broker / Brokerage Model

Community Model

u

u

u

u

1 Infomediary Model
1 Manufacturer Model
d Merchant Model

(d Subscription Model
a  Utility Model

2.2 Trends & Directions
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Further Reading

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:
1 Advertising Model

Affiliate Model

Broker / Brokerage Model

Community Model

Infomediary Model

Manufacturer Model

Merchant Model

Subscription Model

Utility Model

OO d o dod

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: 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

Electronic Commerce (WS-02/03) 2-5



Brokerage Model: Auction Broker

A site that conducts auctions for sellers
(individuals or merchants). Broker
charges seller a fee, which is typically

scaled with the value of the transaction.

Seller takes highest bid(s) from buyers
above a minimum. Auctions can vary in
terms of the offering and bidding rules.

Examples: eBay (www.ebay.com),
ricardo.de (www.ricardo.de).

Auction Catalog: AuctionNet
(www.auctionnet.com).
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Brokerage Model: Reverse Auction

The "name-your-price" business model,
also called "demand collection,"
pioneered and patented by Priceline .
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Brokerage Model: Buyer Aggregator

Model pioneered by Accompany
(www.accompany.com), which describes
buyer aggregation as the process of
bringing together individual purchasers
from across the Internet to transact as a o
group so they can receive the same NVolumeSoft S — L
values traditionally afforded to
organizations who purchase in volume.
Sellers pay a small percentage of each
sale on a per-transaction basis.

;Iilil|

Volumebuy (www.volumebuy.com). e

-
“Providing e-businesses with
dynamic procurement soiutions.”
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Brokerage Model: Marketplace Exchange

Model especially common in B2B
markets for basic materials and industrial
intermediates.
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Brokerage Model: Search Agent

An agent (i.e., an intelligent software
agent or "robot") is used to search-out the
best price for a good or service specified
by the buyer, or to locate hard to find
information.

;Iilil|

Examples:
DealTime (www.dealtime.com), ] ot

: ; QY | Bai
MySimon (www.mysimon.com), SRR - LN A

RoboShopper (www.roboshopper.com), | ? AR

. . 7
ShopFind (www.shopfind.com).
An employment agency can act as a e -
search agent broker, finding work forjob- | o
seekers or finding people to fill open el 3 00 SRR 18 [ B o s e
positions listed by an employer. o
www.jobpilot.com

Example:
JobPailot, (www.jobpilot.com).
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Brokerage Model.

Business Trading Community or
Vertical Web Community

A concept pioneered by VerticalNet
(www.verticalnet.com). It is a site that acts

as an "essential, comprehensive source of
information and dialogue for a particular 20 R o sy SR Gl s _tu

vertical market.” (B2B)

Such communities contain product Vericalef
information in buyers' guides, supplier and
product directories, daily industry news
and articles, job listings and classifieds. In
addition, VerticalNet's sites enable B2B
exchanges of information, supplementing
existing trade shows and trade association

activities.

3 VerticalNet, Inc., the Internet's premier provider of business and industrial trade commurities < Netscape
Datei Bearbeiten Ansicht Gehe Commuricator Hife
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Further example: Ll e ——— avidon
Buzzsaw (construction industry B2B icalnet.com
vertical community) (www.buzzsaw.com). www.verticainet.co
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Brokerage Model: Virtual Mall

A site that hosts many online merchants.
The Mall typically charges setup, monthly
listing, and/or per transaction fees

32 Choice Mall - Netscape
Datel  Bearbeiten  Ansicht  Gehe  Communicator  Hife
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The virtual mall model may be most R T T p e T A
effectively realized when combined with a ' .
generalized portal. Also, more
sophisticated malls will provide automated
transaction services and relationship
marketing opportunities.

72| Choice Mall offers the highest level of security
available today
and is certified through MasterCard.

Examples:

sssssssss

Yahoo! Shopping (shopping.yahoo.com),
ChoiceMall (www.choicemall.com),
Women.com’s Shopping Network ——

| #start| i g g g § ‘ B3 Fw: vorlaufige OE-Pl..| B) G:\Lehrplanungiws... | EECommercezppt|[F& Choice Mal - Nets...

(www.women.com).

www.choicemall.com
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Brokerage Model: Buy/Sell Fulfillment

This can be an online financial brokerage,
like eTrade (www.etrade.com), where
customers place buy and sell orders for
transacting financial instruments.

Also, travel agents fit into this category. In
this the broker charges the buyer and/or
seller a transaction fee.

Some models work on volume and low
overhead to deliver the best negotiated
prices.

Example: CarsDirect
(www.carsdirect.com).
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Brokerage Model: Distributor

A catalog-type operation that connects a
large number of product manufacturers with
volume and retail buyers. B2B models are
increasingly common. Broker facilitates
business transactions between franchised i 5 a s . m s e
distributors and their trading partners. For |y
buyers, it enables faster time to market and
time to volume as well as reducing the cost
of procurement. By providing the buyer with
a means of retrieving quotes from preferred
distributors - showing buyer-specific prices,
lead-time, and recommended substitutions -
transaction are more efficient. For
distributors, it decreases the cost of sales
by performing quoting, order processing,
tracking order status, and changes more
quickly and with less labor.

Example: ConvergeTrade www.converge Trade.com
(www.converge.com/converge/html/
offerings/3 tradehome.html).

;Iilil|
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Brokerage Model: Bounty Broker

The offer of a reward (usually a significant
monetary sum) for finding a person, thing,
idea, or other desired, but hard to find item.
The broker may list items for a flat fee and a
percent of the reward, if the item is

successfully found.

Example: BountyQuest

(www.bountyquest.com), which lists reward

offers for uncovering prior art related to
patents (i.e. it lists rewards for people who
find patents that illegally claim existing,
state-of-the-art procedures, technology as

part of the patent).

(prior art = [patent right term for] state-of-

the art, current).
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Brokerage Model: Transaction Broker

Provides a third-party payment
mechanism for buyers and sellers to settle
a transaction.

Examples:

Paypal (www.paypal.com), Escrow
(www.escrow.com).

IPSyPal)

Welcome

Welcome

» PayPal members

b MNew user?

SlENUFR

In the News

Update: eBay
acguires PayPal

PayPal 2002 Best
eCommerce Solution
- SIIA Codie Award

Secure and at Ease
- Infoworld

Sign Up | Log In | Help

Send Money Request Money Shop Sell

The way to send and receive money online

Send Money

Pay anyane with an email address Get $5 for
signing up!

Request Money g g up

Send a personal or group bill

Owver 20 million members worldwide!

Sign up for your FREE PayPal Account!

Spotlight

7/ Businesses
@; PayPal is the easiest and cheapest way for small
businesses and websites to accept payments online,

Sign up now!

= Auctions
@).r Fast, easy, secure auction paymeants,

Trusted on over 5 million auctions.

www.paypal.com
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Auctions ()

Definiti An auction is a market institution with an explicit set of rules for
efinition .. . . . .
determining resource allocation and prices on the basis of bids from the

market participants.

Overview of auctions formats [ecommerce.ncsu.edu02, LR99].
1 Classic English

Classic Dutch

Sealed Bid (First-bid and Second-bid)

Reverse Auction

Double Auction

L OO0 O 0

Multi-Item Auction
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Auctions ()

Classic English
[ An auctioneer stands up in front of the room
» Qutcry: bidders call out prices
 Silent: auctioneer calls prices and bidders signal silently
(1 Highest bidder gets the object

Comparison of traditional auction / Internet auction:

Traditional:
- Bidders present in the same room, the auctioneer closes the auction using the traditional
“going... going... gone!” procedure.
Internet:

» Geographically diverse bidders generally placing their bids over a period of days or weeks.
Sellers appear to prefer a closing time and date set in advance.

« “Sniping”: practice of waiting until the last minute before the auction ends, and trying to
submit a bid which just barely beats the high bid and gives the rival bidder no time to

respond.
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Auctions ()

Classic Dutch
(1 Price clock starts at too high of a price

(1 Price descends in real time

(d First bidder to signal gets the goods at the price on the clock

Sealed Bid Auction
(1 Everyone puts their bid in an envelope and submits it to the auctioneer

(1 At a designated time, the auctioneer opens the envelopes and determines the
highest bidder

1 Two strategies:
» First-price sealed bid: Highest bidder pays his bid

« Second-price sealed bid (also called Vickrey auction): Highest bidder pays one
increment over the second-highest bid received.
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Auctions @)

Reverse Auction
1 Single buyer
1 Lowest seller gets to sell the object

[ Used for procurement

Double Auction
1 “Trading floors” auction
1 One virtual trading floor for each type of goods
1 Many buyers and sellers on one trading floor

1 Updates of offers by sellers as well as bids by buyers. They “meet in the middle”:
Sellers may lower ask prices, buyers may place higher bids.
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Auctions )

Multi-item Auction
(1 Additional to existing auctions
1 Single seller
N units for sale

N highest bidders get objects and pay
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German UMTS Auction

Auction where 3rd generation mobile communication frequency blocks were sold.

Rules of the first auction:

3

3

3

3

3
3

In the first round, participants may bid secretly and synchronously for at most 3
blocks.

In the following rounds, every participant may bid for at most as many blocks as he
has bid in the first round.

Every round takes 40 min.

For every block, every valid bid must surpass the last round's highest bid by a
minimum increment, chosen by the auctioneer (10% of last round’s highest bid, at

the end 5%).
The auction ends when no valid bid is given for any block.

After the end of the first auction, only telcos which purchased successfully could
purchase further blocks in a second auction.

NOTE: These rules were developed using game theory, ensuring the auction would
raise much money (approx. 50 billion €). [RegTP00]

Electronic Commerce (WS-02/03)
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Business Models: Community Model

The viability of the community model is based on user loyalty (as opposed to high traffic
volume). Users have a high investment in both time and emotion in the site. In some
cases, users are regular contributors of content and/or money. Having users who visit
continually offers advertising, infomediary or specialized portal opportunities. The
community model may also run on a subscription fee for premium services.

Specializations:
1 Knowledge Networks / Expert Sites
1 Voluntary Contributor Model
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Community Model: Knowledge Networks / Expert Sites

Provide a source of information based on
professional expertise or the experience of
other users. Sites are typically run like a
forum where persons seeking information
can pose questions and receive answers
from (presumably) someone know-
ledgeable about the subject. The experts
may be employed staff, a regular cadre of
volunteers, or in some cases, simply
anyone on the web who wishes to
respond.

;Iilil|

9 Whal country is Amold Schwarzenegger from?
@ German y @ Austria @ Switzerland

e AllEXpEr TS

\\\\\\\\\\

Examples:

ExpertCentral (www.expertcentral.com),
AskMe (www.askme.com), NY Times
Abuzz (www.abuzz.com).

ra Term - sun0L s...| fERe: Together(r) con...| [ infoasset Broker - ... | EJECommercez.ppt
naging the D\g\ta\.‘.”ﬁEnpert(enlral.(n... P sury | welcome - ... |

www.expertcentral.com
Quite some companies have turned away
from this business model (guru, exp).
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Community Model: Voluntary Contributor Model

Sometimes referred to as the "NPR
model," -- the listener contributor method
used by National Public Radio in not-for-
profit radio broadcasting. The model is
predicated on the creation of a !
community of users who support the site
through voluntary donations. Not-for- oy et Vlene Fares
profit organizations may also seek
funding from charitable foundations to S
support the organization's mission. A :

{
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Examples:

=
5.
3

Emmylou Harris: Join Adorning Edition host Bob
Edwards on Monday, Oct. 23, for a conversation
with Emmylou.

" " " Online Chat: Join us at 12 p.m. ET/9 am. PT for
National Public Radio (www.npr.org), . SRR
onine parmer for wblic.

2
5

L-

. . downloadable NPR
The Classical Station (www.\WCPE.org). CE O —
people with kids and those without, part of our =
= <5 [Dokument: Ubermittelt EETa
fstart||| 1 G FEFS 2 B 2 || B3 Fw: vorlaufige 0E-pl..| B 1:\teachingiws-00.0... | ElECommerce2ppt | B Flowerbud.com: be... | [ Clickthebutton - Net. ’T
“ PGl e “lminewets... B Guru.com | Weloo... | BESTS Letre - Metscape | REYGOD

WWW.Npr.org
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Business Models: 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. Some
firms are able to function as infomediaries by collecting and selling information on buyer
habits to other businesses. An infomediary may offer users free Internet access in
exchange for detailed information about their surfing and purchasing habits. This is more
likely to succeed than the pure advertising model.

The infomediary model can also work in the other direction: providing consumers with
useful information about the web sites in a market segment that compete for their dollar.
One such example is Gomez.

Specializations:
1 Attention / Incentive Marketing
(1 Recommender System
d Metamediary
1 Audience Measurement System

(d Advertising Networks
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Infomediary Modell: Attention / Incentive Marketing

The "pay for attention" model - pays
visitors for viewing content and completing
forms, or sweepstakes, or frequent flyer-
type point schemes. The attention
marketing approach has the most appeal
to companies with very complex product
messages, which might otherwise find it
hard to sustain customer interest.

The concept was pioneered by CyberGold
(www.cybergold.com [ceased operations]),
with its "earn and spend community" that
brings together advertisers interested in
incentives-based marketing with
consumers looking to save. To facilitate
transactions, the company developed and
patented a micropayment system.

A current loyalty-based relationship
marketing approach is CoolSavings
(www.coolsavings.com).

. ‘Ji coolsavings.com

Save money with tons of
coupons you can print from
your computer every time

you go shopping!

Save BIG with:

y” Grocery Coupons

Jstore Coupons
V’Dnline Coupons
V’Freestuff

JFree Samples [lam lap banaz)
V’Gift Certificates
V’Rehates

V/Newsletters

+ Babées B K4s, Pels, Fazhian, Tavel, Sparls & Filness
and mare!

enroll now ond g4t saving!

One minute to enroll
wiill get you & lifetime of savings!

i enable secuie ema liment
+ rzquiied M=laz

First Hame*

Last Hame*

Address*
|

City

|

State* Zip* Area Code (Phone)®

|Se|ec’(j I I

Your Gender*  Have Children?

ISeIect j |se|ectj

Birthday*

nnnnn

WWW.coolsavings.com
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Infomediary Model: Recommender System

A Recommender System is a site that
allows users to exchange information with
each other about the quality of products
and services -- or the sellers with whom
they have had a purchase experience

(good or bad). Example: ePinions Epinions.»:

Wh Il Search: °
o
epini o ini

(www.epinions.com).

ClickTheButton (www.clickthebutton.com,
currently down) takes the concept a step
further by integrating the recommender
system into the web browser. Such
agents monitor a user's habits, thereby
increasing the relevance of its
recommendations to the users needs --
and the value of the data to the collector. . .
Recommender systems can take T e N
advantage of the affiliate model offered o
by merchants to augment revenue from Www.epinions.com
the sale of consumer information.
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Infomediary Model: Metamediary

It is a virtual mall, but one that will
process the transaction, track orders, and
provide billing and collection services.
The metamediary protects consumers by

ed d Providing Automotive |g& I
Information Since 1966 |mfk:
munds iy
V. e

assuring satisfaction with merchants. The Don't get taken for a ridel

& Info & Info

) Use the yellow buttons for TMV Pricing, Info and Expert
Lo Aduice for Buying & Selling,

metamediary charges a setup fee and a MU e
1 Reviews Reviews ~ youraea
fee per transaction. @ @

GO

edmunds (RIS TRUE MARKET VALUE®

In general, it is a business that brings Future ehices =

......... % Manufacturer Spotlight

buyers and online merchants together e B e s

Get a sneak-peek af next technological turns GM is taking

Fast Find

Browse by year and vehide type or
go to Advanced Search

. . | G B =
and provides transaction services such I

*+ Mew car pricing

as financial settlement and quality Loy e e

* Find a vehicle

Reviews updated 10/15/02 i
+ Determine Your Monthly s e ?[ie;ztl gﬁs:&uml
e 1he test Lars of AU
aSS u ra n Ce . . Bayment We're less than a month away from
Rebale or Special our 2003 Most Wanted Awards. We'll
Einancing?

be announcing our favorite cars and

* Discover your car's value trucks in 30 categories

. [] *+ Check out car revigws Full Atticle...

Examples: Amazon's zShops *Les e st s | .
....... Get lncal finance rates —— 1610210 Residual Value Vehicles for

(WWW = a aZO n - CO ) ) Ed un dS © Comparison Shopping : Elorzld[-)r:\z: 225333 I\\_f:grccoulp JA\Gwraatder }(‘BUEUI :SSSFSZSIWEST'GE;?;'ZT; pekcter

+ Compare vehicles Marquizs Enns’\'dAer_lng its residual velue

(www.edmunds.com).
www.edmunds.com
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Infomediary Model: Audience Measurement Services

Online audience market research
agencies.

Exa m pleS : Nielsen//NetratingS 0 NetRatiﬂgS ADRELEVANCE LOGIN [l MIELSEN//NETRATINGS LOGIN
(www.netratings.com).

GLOBAL LEADER IN INTERNET MEDIA
& MARKET RESEARCH-~,

HOT OFF THE NET

_ | Real Warld || Comprehensive || Intelligence |

NelRatings Inc. |s a leader in providing imely, actionable Internet audience information
and analysis that is required for sirategic decision making in today's Internet economy,
NielseniNelRatings services offered in parinership with Nielsen Media Research and
ACNielsen provide accurate information about how people use the Internet

The basis for the audience measurement data and analysis provided by Nielsen/MetRatings

i5 actual click-by-click Internat user behaviar measured through a comprehensive, real-time
meter installed on individuals computers worldwide both at home and atwork,

www.netratings.com
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Infomediary Model: Advertisement Networks

Service that feeds banner ads to a
network of sites, thereby enabling
advertisers to deploy large marketing
campaigns. By using cookies, the Ad
Network operator collects data on web
users that can be used to analyze
marketing effectiveness.

Example: DoubleClick
(www.doubleclick.com).

DoubleClick T

Products Customer Solutions Corporate International Privacy & Contact Us

DARTmail ListDriver
puts you in control.
Find out more

.
) 25 lcichchE 89S

What's New Knowledge Central

G2 Email Trend Repart
DOUBLECLICK, AND MACROMEDIA, FORM o Benchmarking statistics for

STRATEGIC ALLIANCE TO DEVELOP RICH email performance.
MEDIA SOLUTIONS to IMPRCYE
EFFECTIVEMESS OF OMLIME ADVERTISING

Wediz bix Modeling Case Shudy
Online acvertising proves ts

Mesw York, MY, and San Francisco,, October -

15, 2002 efficiency.
More News >> More Research >>
@1996-2002 DoubleClick Inc. 212,271 CLICK (2542)  DoubleClick's DART technology is protected by LS. Pat. 5948 0681, [mmwe
Al Rights Reserved. Legal Disclaimer Privacy Policy Site Map m
51 TTACY 5 mel

www.doubleclick.com
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Business Models: Manufacturer Model

This model is predicated on the power of
the web to allow manufacturers to reach
buyers directly and thereby compress the
distribution channel (i.e., eliminate
wholesalers and retailers). The
manufacturer model can be based on
efficiency (cost-savings that may or may
not be passed on to consumers),
improved customer service, and a better
understanding of customer preferences.
Perishable products that benefit from fast
distribution, like fresh flowers (example:
Flowerbud, www.flowerbud.com), may
prove advantageous by eliminating
middlemen. The model has the potential
for channel conflict with a manufacturer's
established supply chain. Examples: Intel

(www.intel.com), Apple (www.apple.com).

Specialization: Brand Integrated Content

=

www.flowerbud.com
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Manufacturer Model: Brand Integrated Content

Traditionally, manufacturers rely on
advertising to build customer awareness.
Commercials via broadcasters like radio,
television and mass market publishers
(newspapers and magazines), or through
product placement in TV and motion
pictures, has been a mainstay of modern
business. The Web enables a
manufacturer to integrate their brand more

;Iilil|

intimately with the content.

The innovator in this respect is the luxury
automobile maker, BMW (Bayrische
Motorenwerke AG). The web site
www.bwmfilms.com is a creative blend of
advertising with entertainment that paves
the way for a new approach that might be
called "advertainment" - taking the idea of
product placement advertising to the
extreme.

Directed by Alejandro Gonzalez Iidrrity

not sts .| FSRe: Together(r) Controlc... | [ nfoasset Broker - Netscape

| B managina the Digtal Ente... | [ The Hire. Short films f...

www.bmwfilms.com
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Business Models: Merchant Model

Implements classic wholesalers and retailers of goods and services (increasingly often
referred to as "e-tailers"). Sales may be made based on list prices or through auction. In
some cases, the goods and services may be unique to the web and not have a
traditional "brick-and-mortar" storefront.

Specializations:
1 Bit Vendor
1 Catalog Merchant
d Surf-and-Turf
[ Virtual Merchant
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Merchant Model: 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.

Examples:

Software companies: Objectspace
(www.objectspace.com), TogetherSoft
(www.togethersoft.com).

Multimedia content provider: Eyewire
(www.eyewire.com).

;Iilil|

b [ 5AC2002CM Pag B Thel

& (<D=

iffistart H

|Document: + Done

A HOGER
K€ @ W EE

PR E || Drera Term'sunm‘sts‘tu'ml F3Re: Together(r) Cantrolc‘.‘l P infoasset Braker - Netscape:
B4 &l onimerCe2.0nt naging the Digal Ente.

www.togethersoft.com
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Merchant Model: Catalog Merchant

The migration of mail-order to a web-
based order business.

Example:

Chef's Catalog (www.chefscatalog.com),
OTTO (www.otto.de), Lands‘ End
(www.landsend.com).

atalog - Netscape
Datel Bearbeiten Ansicht Gehe Commuricator Hife

EF

< ¥ A D . £ o & B @

Zuiick Vo Neuloden Anong  Suchen  Guide  Drucken Sichetheil  Shop Btop

w# Lesezeichen £ Netsite:[nitp ffwww chefscatalog. comhome jhiml

~| @” Vewandite Objek

Internet Encyel yourDictionary. LEO English/Ger ShiftInto Java ‘Yahoo! Wetter LOAP Programmin Schoolmasters S jFlow

Current Total: § 0.00 | E&f Checkout
FREE SHIPPING for all purchases over $75

CHEF’S

SHOP CHEF'S ONLINE

» LEARN MORE ABOUT CHEF » ORDER A FREE CATALOG » FREQUENTLY ASKED QUESTIONS b CONTACT US

Welcome to Chef's, Please sign in or register here, seach by [tem# - @‘
$HOP BY CATEGORT ou ars here: Homs Pags >

Gookvare

Cutlen
 Kitzhen Toals
Kitchan Elacirics

AM!

u
""To prepare great food, you gotta have great cookware,"

Erventaining
Hodschld Helpers says superstar Emeril Lagasse. So he teamed up with worlc-renowned
Lmiure itk o 4 Y
SHOP BV BRAND shared reputation for culinary excellence. Discover EMERILWARE now. '
- HEAVY METAL
- SelectaBrand- - < 8 &' & b St Sasnrome

FREE SHIPPING
1S OURge REAT

on purchases over $75
GIFT 18RS ENTERTAINING cutsIne scene

w
LgmHOTE

show business: Emeril Lagasse

roducts Fasture the Chef's Guarantes Join more than 16,000 culinary professionals in fighting world
A1 praducts Fasture the <hef'= cusraniee. | GG JRRSTO S S0 P00 S Bl

©2000 Chef'z. All rights vasarad, Dizclaimers | Privazy Palicy | Securs Ordaring

Chef's, P.0. Box 620048, Dallas, T¥ 75262 | Tale 1-800-884-CHEF | Fax 972-401-6400 | Contact Us

sl [Dokument: Ubermittelt

dstart||| @ Gy B S 2 B B || S away from my mai ...| B 1\eachingiws-00.0...| @lEcommercezppt|[FE cher's Catalog - .. | [ Clickthebtton - Net

WE G EZ® Y || Bbusiness Modes on...| B Gurucom | Welco... | BESTS Lefre - Netscape |

15:56

RY Y OD

www.chefscatalog.com
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Merchant Model: Surf-and-Turf

Traditional brick-and-mortar establishment
with web storefront (a combination of

. 806 @ http:/ /www.lehmanns.de =)
physical and web-enabled store). e« b A ==
. |@ bttp 4 fwewewr lehmannz de /. l)_
The mOdel haS the potentlal for Channel qHl@ moblk de  (3) Googk  (T) Cileseer @ Amazonde (@ Mapzd (@ Tebfobuch @ Leo @ 575
conflict. Physical stores can prove to be ;]
an asset if cleverly integrated into web
operations. Also known as "bricks-and-
LEHMANNS
ExampleS: ‘ FACHBUCHHANDLUNG
g weiter Textversion
www.lehmanns.de -
lﬂ% ... im Internet und 33 X vor Ort
@ Link : http:/ furvew lob.de fogi-bin Swork /i tneu?flag firame=" id=2f9e3e1 a2
www.lehmanns.de
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Merchant Model: Virtual Merchant

A business that operates only over the web

and offers either traditional or web-specific
goods or services (a.k.a., pure-play e-
tailers). The method of selling may be list
price or auction. An example of a service
merchant is Facetime (www.facetime.com),
which calls itself an "application service
provider". It offers live customer support for
e-commerce web sites.

More examples of virtual merchant:

Amazon (www.amazon.com).

‘
FACETIME
Coa

www.facetime.com
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Business Models: Subscription Model

Users pay for access to the site.

High value-added content is essential
(example: Consumer Reports
(www.consumerreports.org)).

Generic news content, viable on the
newsstand, has proven less successful as = e
a subscription model on the web.

ssssssssssssss

CUSTOMER
SERVICE

Cis
e explore the creation of ﬁ
new "lemon laws" for

Examples: Slate (www.slate.com), Salon:

(www.salon.com). e =

i recalled Vihat's new
A 1999 survey by Jupiter Communications G gl ST
found that 46 percent of Internet users s onroun
would not pay to view content on the web. - s
Some businesses have combined free T

content (to drive volume and ad revenue)
with premium content or services for
subscribers only.

www.consumerreports.com
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Business Models: 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.

Specializations:
(1 Content Services
1 Person-to-Person Networking Services
A Trust Services

1 Internet Service Provider
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Subscription Model: Content Services

Beyond newspapers and magazines, the
Web has encouraged the use of the
subscriber model for music and video, as

(\‘”S ten.com v vigtavusi
well.

Get Rhapzody Now About Rhapzody The Music FAQz & Help About Lizten com

Examples: RHAPSDDY W

_IGIT{-\L MUSIC SERW(

Listen (www.listen.com),

Netflix (www.netflix.com),

the new Napster will be like this
(www.napster.com).

The Celestial Jukebox | @fe Aleeury News el Ru WAV Az RITL
Simple, fast, and reliable, Rhapsody gives you

unlimited access to ane of the largest digital “Rhapsody is the best choice" + Unlimited access to over 15.000 albums
music collections in the world, Listen to

A » CD-guality sound
complete alburg. Create custom playlists, Play . .
what you want, when you want. Rhapsody iy * Create custom radio stations
the leading music subscription service that
gives you unlimited playback of wour music,
Combine that with Internet radio and in-depth
artist info, and you've got the one service that
does it &l

bAINIRUR $YSTEM REQUIREMENTS:
‘Mindowes PC, 330 hiHz, 230 MB HD Space

www.listen.com
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Subscription Model: Person-to-Person Networking Services

Person-to-Person Networking Services are
conduits for the distribution of user-

submitted information, such as individuals ,
searching for former school mates. classméles-

30 Million Friends & Growing!

Example: Classmates

Rediccover your pact! Already

(www.classmates.com). discoter dour paet

Begin by finding your school. Login here.

UNITED STATES 1 forgot my

Alabama Kentucky Morth Dakota password.

Alaska Louisiana Ohio

Arizona Maine Oklahoma

Arkansas Maryland Oregon You can also

California Massachusetts Pennsylvania join our

Colorado Michigan Rhode Island workplace director

Connecticut Minnesota South Carolina M'

Delaware Mississippi South Dakota R LR

District Of Columbia Missouri Tennessee

Florida Montana Texas It's Free!

Georgia MNebraska utah * 130,000 schools

Hawaii Nevada Yermont * 30 million friends!

Idaho New Hampshire ¥irginia * Find ald friends

Illinois New Jersey Washington * Reunion updates

Indiana New Mexico West Virginia * Lively message

Iowa New York Wisconsin boards

Kansas North Carolina Wyoming

Leap through a portal
to the best of your
Find Canadian and Overseas American schools here. past. Rediscover the
I"I Canads people, places, and
— pop culture of your
H—F-, Overseas American / Canadian Schools youth, Reconnect
with the past and

build friendships for
the future.

www.classmates.com
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Subscription Model: Trust Services

An independent third party that engenders
trust between unfamiliar parties entering
into a transaction. The need of trust
increases with the value and complexity of
the product or service that is sold. Trust
services typically come in the form of
membership associations that abide by an
explicit code of conduct, and in which
members pay a subcription fee.

Example: Truste (www.truste.com).

More on security and trust in chapter 5.

Seal

Make privacy your choice:™ m

| ForC | For | C E

Trusted Sender Program:
TRUSTe and ePrivacy
Group have teamed up

to build trust in email
through this new seal

and certification program.
»Leamn More

About TRUSTe

TRUSTe: In the evalving
networked warld, TRUSTe
enables individuals and
organizations to establish
trusting relationships based
on respect for personal

identity and information.
»Leamn More

Consumer Education

Consumer Education:
Education is the number
one priofity in privacy
protection.

% Privacy Partnership

#Join the Privacy Partnership

» Privacy Protection Guidelines
#» Privaey Is Good Busi Poster

Spotlight

Fevewed b

TRUSTe's Privacy Seal: When you
see the TRUSTe seal, you can be
assured that you have full contral over the uses of your
personal information to protect your privacy. s Leam More

site privacy s el

‘& File a Complaint: TRUSTe's Watchdog Dispute
Resolution mechanism. If you believe your privacy has
been violated, click here for help. » Leam More

'Special Mote To Consumers: If you got here by
clicking on our trustmark, you may have visited a
fraudulent website. To contact us, Click here

For Businesses

X How To Join: YWeb sites displaying the TRUSTe
Privacy Seal are committed to abiding by a privacy palicy
that gives users notice, choice, access, security, and

redress with regard to their personal information.
#Learn More

}': Privacy Resources: Everything you need to know
about responsible privacy practices, including the Privacy
Resource Guide, statistics, public policy developments,
and mare. s Leam hore

TRUS5Te has moved to San
Francisco! For new contact
information, click here.

| Newsrcom | About TRUSTe | Home

Newsroom

Watchdog Advisories
Newsleiters

Newsroom
TRUSTe and URAC

Team to Review Health
Companies Online

Sponsors
PREMIER

CONTRIBUTING

PROFESSIONAL CONTRIEUTOR
FITZGERALD
(COMMUNICATIONS INg™

Search for Seal Program
Participants

PPartnership

TRUSTe Privacy Statement. UPDATED |

Join Our Mailing Lists

www.truste.com

Newsletters
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Subscription Model: Internet Service Provider

Offer Internet connectivity and
related services on a monthly
subscription.

Example: AOL (www.aol.com).

£ AOL Anywhere’

Sign up for the All-Nevw AOL .0 - 1025 hes FREE!

[_main ] _myaor ] mail ] people ] search | shop ] channels | pevices |

AOL Members Sign On

S N

Portfolio My AOL

Search

Calendar

white pages | vellow pages | 2-mail finder | maps

Shop@AOL

PeoplesiChat:

& SroupsEATL
® Hot Chats

& Love@msoLl
® Horme Pages

AL Instant
Messenger

{_ all
A =2
Connecting you

to the peogle and things
you care a

- News, scores and more

Register today for

Mo credit m

Chat with Friends! : b

CQ Instant Messenger by AOL

Fit in Minutes:
- A0-20-20 hdinute Yo douts

- Should rou Lift Weights™
- Search Health Headlines

Top Sites on AOL

* Channels & ‘Weather

® Find a Job ® Games

#* House & Home ® Trawel

® Fros Groctings & Local Guide

AOL High Speed Broadband

AL brings wou the Internet
in an instant! Click for infal

www.aol.com
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Business Models: Utility Model

The utility model is a metered usage or 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) may operate as utilities,
charging customers for connection minutes (in Germany: Internet Call-by-Call, e.g.
Freenet), as opposed to the subscriber model (e.g., Flat Rate)

Its success depends on the ability to charge by the byte, including micropayments (that
is, those too small to pay by credit card due to processing fees).

Utility Model:
[d Metered Subscriptions
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Utility Model: Metered Subscription

Metered Subscriptions: Subscribers
purchase access to content in metered

prt|ons (e.g., numbers of pages G
VI ewed ) . Everything you need to know C

about IT Contracting

[ 1ashaot =l Search -

Example: slashdot (slashdot.org).

News for Nerds. Stuff that matters.

—

by Email Over High-Frequency Radio in West Africa
%arﬂs Posted by michael on Wednesday October 16, @02:15PM - UK Media Gagged In "Official

Becrets" Trial
New RedHat Kernel Patch IHegal to
Explainto U5 Users
- Taking Aim At The Mod Squads
- Former FEI Chief Keeps Up

journals from the cnmcﬁnm dept. ) ] ] !
subscribe  uillaume Filion writes " LinuxJournal has a fascinating article about Radio Bmail in Wast
older stuff  Africa aver HF hnis. 'Deep inside ithe warm green interior of Guinea, ceniered in the

Ih's page frontal lobe of West Africa, field persannel in the widely scattered village-towns of

’;m ; Daboly, Kissidougou and Neerekore new enjoy access i regular internat e-mail, directly Wﬂ%&% S

alvertising frowm their deskiops. Here vee have bridged the digital divide, and there isn't a telephone line or satellite CW
supporters  giigh in gight. " Talk abaut Wireless Fidelity!" Vistnem Requires Govt Vetting of
M Eusiness Wehsites

ﬁ (Read More... | 33 of 36 comments ) GWFM

].ﬂgi Fahool Online Games Contain

jaks Spue

- Posted by timothy on Wednesday October 16, @01: 18PM .  Lessige Thoughts On Bldred v
from the escape-from-doctor-farraday's-island dept. ) %Coﬂe »
eggboard writes "dpple likes the prafit margins on its internal AirPort card (still 3100 three v Aﬁ?H—L

apache g gfter introduction), but the Paraday cage that is the Ttanium PowerBook keeps the S

AirPort card and the TiBook's internal antenna from achisving the sume range as the Slashdot Login

apple plastic-cased white dual-USE iBaoks. Wired News reports today on CEff Skalnick ef al's hack, which is Niclaame:

Oct 16 simply to use a 200 mW PC Card coupled with OF Xcompatible drivers. The cost winds up less thanan [

(recend)  g3pPort Card, and you can gt a madsl with an external antenna jack, foo." Passwoni:
askslashdot

Oct 16 (Read More... | 79 of 128 comments | Apple ) Login

(7 recent)

www.slashdot.org

Electronic Commerce (WS-02/03) 2-46



2. EC from a Business Perspective

2.1 A Taxonomy of EC Business Models
2.2 Trends & Directions

General Trends

B2C and B2B business model trends
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Trends and Directions )

General trends:

(1 No venture capital anymore, plunging and volatile stock markets => Few start-ups;
rather mergers and acquisition

1 Instability:

« Technology (e.g., EJB vs. .NET component architecture, interoperability of
different software systems is still problematic)

« Staff (lay-off, qualification of staff, loyality in times of lay-off)
* Funding

1 Merging of Content, Commerce and Community
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Trends and Directions

Business model trends:
B2C
[d Shops: Saturation

1 Advertising and community models: Do not create revenues anymore
[ Virtual merchants: Few profitable remaining

(A Surf-and-turfs: Successful business model

B2B
d Marketplaces: Gaining importance in some industries

[ Auctions: Popular in B2C; but much more important in B2B for dynamic price-finding.
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