HW #4 Solutions

1.
 
What are the advantages of using the Internet as the infrastructure for electronic commerce and electronic business?

The Internet is an international network of networks connecting many millions of people from well over 100 countries.  It is the largest information superhighway in the world.  The Internet provides a universal and easy-to-use set of technologies and standards that can be adopted by all organizations, no matter what computer system or information technology platform they are using; provides a much lower cost and easier-to-use alternative for coordination activities than proprietary networks; reduces organizational transaction and agency costs; increases communication, including electronic mail, online forums, and chatting; provides access to increased information and information retrieval from many thousands of online databases around the world; and increases market potential with online offerings of information and products through the easy-to-use World Wide Web.

2. 
How is the Internet changing the economics of information and business models?

The Internet radically reduces the cost of creating, sending, and storing information while making that information more widely available.  The Internet reduces search costs, allowing customers to locate products, suppliers, prices, and delivery terms.  The Internet enables companies to collect and analyze more detailed and accurate information about their customers, allowing these companies to better target market their products and services.  The Internet shrinks information asymmetry and has transformed the richness and reach of information.  It can help companies create and capture profits in new ways by adding extra value to existing products and services.  It also provides the foundation for new products and services.

3.

How can the Internet facilitate sales and marketing to individual customers? Describe the role played by Web personalization.

The Internet enables a company to create closer, cost-effective relationships with its customers.  The company can use the Internet to provide information, service, support, and in many instances, the product over the Web.  The Internet facilitates direct sales over the Web, interactive marketing and personalization, and customer self-service.

The Internet digitally enables the firm.  The firm can link to customers and suppliers so that electronic commerce, automating business-to-business transactions such as invoices, purchase orders, and sometimes payments (digital cash and electronic funds transfer) are economically and technically feasible.  

In many instances, the customer can purchase a product or service from a company's Web site.  A Web site also allows potential customers to obtain information about the products, distributors, and service centers.  The information about distributors allows a company to use the Web site to market, while avoiding channel conflict.  A FAQ (frequently asked questions) list can allow support for the product without tying up phone lines with common, easily answered questions.  Such FAQs can raise customer comfort with the product and the company. 
Web personalization directly tailors the Web content to the specific user and at a low cost.  Personalization helps firms form a lasting relationship with an individual customer.

4.

How can companies use Internet technology for supply chain management?

Companies can use Internet technology for supply chain management to simplify, integrate, and electronically coordinate business processes that span more than one functional area or span the business processes of other companies; integrate procurement, production and logistics processes to supply goods and services from their source through to delivery to the customer; improve the coordination among their internal supply chain processes, as well as coordinate the shared supply chain processes of business partners; support the instant communication between all members of the supply chain; provide online collaboration; provide a quicker, more accurate response to customer demand; tap into suppliers’ systems to see inventory and production capabilities; monitor customers’ order status; share production, scheduling, inventory, forecasting and logistics information; communicate up-to-date manufacturing information to suppliers; and obtain customer feedback.

5.

How can Internet technology support business-to-business electronic commerce?

Business-to-business transactions can occur via a company's Web site, net marketplace, or private exchange.  Web sites make it easy to sell and buy over the Internet, compare suppliers, products, and prices, and even find out how others feel about the product.  Further, supply chain linkages through intranets and extranets can support JIT, reduce cycle times, and other practices of continuous improvement.  Because of the ease and efficiencies brought by the Internet, business-to-business participants can save a significant amount of money and time.

6.

Describe the uses of intranets for electronic business in sales and marketing, human resources, finance and accounting, and manufacturing.

Tables 4-5 – 4-8 provide examples of how intranets are used in the functional areas.  In sales and marketing, intranets help oversee and coordinate the activities of the sales force.  The sales force can obtain updates on pricing, promotions, rebates and customers and information on competitors.  The sales force can also access presentation and sales documents, which they can customize for specific customers.  In the human resources area, intranets keep employees informed of company issues and policies, allow employees to access and update their personnel records, and take online competency tests.  Further, job postings and internal job information can be made available to employees.  Employees can enroll in health care, benefit plans, or company training seminars.  In finance and accounting, intranets provide an online, integrated view of financial and accounting information in an easy-to-use format.  In the manufacturing area, intranets integrate complex information across the plant floors or many plants, particularly in managing work flow and process control.

OPTIONAL QUESTIONS

1.

Name and describe six Internet business models for electronic commerce. Distinguish between a pure-play Internet business model and a clicks-and-mortar business model. 

Table 4-2 identifies eight Internet business models.  These models are virtual storefront, information broker, transaction broker, online marketplace, content provider, online service provider, virtual community, and portal.  Virtual storefronts sell physical products directly to consumers or individual businesses.  Information brokers provide product, pricing, and availability information to individuals and businesses; they generate revenue from advertising or from directing buyers to sellers.  The transaction broker saves users money and time by processing online sale transactions and generates a fee each time.  The online marketplace provides a digital environment where buyers and sellers meet, search for and display products, and establish prices for those products; it can provide online auctions and reverse auctions.  A content provider creates revenue by providing digital content, such as digital news, music, photos, or video over the Web.  

The online service provider provides online services for individuals and businesses and generates revenue from subscription or transaction fees and from advertising.  The virtual community provides an online meeting place where people with similar interests can communicate and find useful information.  The portal provides an initial point of entry to the Web along with specialized content and other services.

A pure-play business model is based purely on the Internet.  A clicks-and-mortar business model has a Web site that is an extension of a traditional bricks-and-mortar business. 


2.
Name and describe the various categories of electronic commerce.

The three major types of electronic commerce are business-to-consumer (B2C), business-to-business (B2B), and consumer-to-consumer (C2C).  Business-to-consumer involves retailing products and services to individual shoppers.  Barnes&Nobel.com is an example of business-to-consumer electronic commerce. 
Business-to-business involves the sale of goods and services among businesses.  Millpro.com provides business-to-business electronic commerce.  Consumer-to-consumer involves consumers selling directly to consumers.  An example of consumer-to-consumer electronic commerce is eBay.com.

3.

How can the Internet help provide customer service?

Customer service starts with the ease customers have in researching products themselves, and then the ease of purchasing.  Then, when the product has arrived (whether it is a digital product delivered over the Internet or a physical product delivered by mail or express delivery), the customer can obtain help on its usage over the Internet, often very easily.  As was noted in question 5, FAQs provide support for easy questions, such as instructions for assembly or use of products or services.  Answers to questions can be e-mailed from the Web site without making customers wait for telephone support.  Many customers are happy with an answer even if it takes eight hours to receive, as long as they know they are going to get it.  Further, with chat or Internet telephony linked to the site, customers can talk to representatives.  Many vendors, such as Dell, have people assigned to answer the questions or complaints of users.  The Internet is also an easy, fast way to place orders because it reduces conversation, misunderstanding, errors, and time.

4.

What are Net marketplaces?  Why do they represent an important business model for B2B e-commerce?  How do they differ from private industrial networks?

A net marketplace is a single digital marketplace based on Internet technology linking many buyers to many sellers.  The net marketplace is an important business model for B2B e-commerce because some net marketplaces serve vertical markets for specific industries and other net marketplaces serve horizontal markets, selling goods that are available in many different industries.  Also, net marketplaces can sell either direct goods or indirect goods.  Net marketplaces are more transaction-oriented and less relationship-oriented than private industrial networks.

5.
Why are intranets so useful for electronic business?

Table 4-4 summarizes the organizational benefits of intranets.  Intranet benefits include connectivity from most computing platforms, can be tied to internal corporate systems and core transaction databases, can create interactive applications with text, audio, and video, scalable to larger or smaller computing platforms as requirements change, easy-to-use, universal Web interface, low start-up costs, richer, more responsive information environment, and reduced information distribution costs.

Organizations are using intranets to create enterprise collaboration environments.  Regardless of location, intranets allow organizational members to exchange ideas, share information, and work together on common projects and assignments.   

6.
Describe the management challenges posed by electronic commerce and electronic business on the Internet.

Electronic commerce and electronic business pose several management challenges, including inadequate security, given the sensitive and proprietary nature of information that people might want to communicate through the Net; electronic commerce and electronic business require careful orchestration of the firm’s divisions, production sites, and sales offices, as well as closer relationships with customers, suppliers, and other business partners in its network of value creation; technology problems, including the lack of standards, the growing need of bandwidth, inadequate telecommunications facilities in many less developed countries, and the abundance of data without the technical ability yet to search for and locate it quickly and easily; lack of clarity on many critical legal questions that affect the transmission of data nationally and internationally; unproven business models; and control and coordination problems, particularly in extranets and business-to-business sites.  

7

What is channel conflict?  Why is it becoming a growing problem in electronic commerce?

Channel conflict is competition between two or more different distribution chains used to sell the products or services of the same company.  For example, channel conflict occurs when a company with an established sales force begins to sell over the Internet.  Needless to say, the sales staff will be loath to sell or support the products of a company that directly competes with them.  More and more organizations are feeling pressure to offer direct sales over the Internet by the purchasers of their products and by competitive pressure.  
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