ABHIMANYU PODDAR
95-730 Electronic Commerce:
Assignment #1

 1.  Read the paper on the “Evolving Online Environment”. In the paper the authors note that there is an “uneven though widespread e-commerce uptake”. 

a. Provide an example of an industry (name a web site as an example if you wish) where you think e-commerce uptake is going to remain slow and an industry where e-commerce uptake is going to be quick. Explain the rationale for your choice of examples.

According to the paper “Evolving Online Environment”, there is an uneven distribution of e-commerce related transactions. An E-Stats survey states that e-commerce transactions involving business to business dealings accounted for a relatively substantial portion of the total revenue. However when it comes to sectors where individual purchasers play a larger role, retailers and selected service providers have much lower proportions of e-commerce transactions. 
One industry where the e-commerce uptake is going to be quick will be the insurance sector of the finance industry in general. This is because the insurance sector continues to lag all other financial services sectors. R2C (Retail to Consumer) e-commerce is still in its infancy with only 3.3% of non-life and 1.6% of life revenue transacted on the internet (Data Monitor). According to Meridian Research, less than 20% of auto insurers currently have the ability to sell policies online. 

Insurance is a $1 trillion industry in the U.S. and a $900 billion market in the European Union. It is an industry that has process and workflow inefficiencies up and down the value chain. Insurers need to identify the path to value and rapidly implement the key components of their R2C and B2B (Business to Business) strategies.
Insurers should consider an Insurance Business Exchange strategy that can be adapted to create a new commercial service offering with products specifically designed for B2B e-marketplaces. This strategy involves the creation of a financial business exchange which can be 'plugged into' existing B2B e-marketplaces to offer participants pre-underwritten solutions for routine B2B transactions.

All in all it can be concluded that there is an urgent need to create this value chain. The value could be created through new business models; transformation of the technology infrastructure, new channels of distribution and customer service or other evolving e-business opportunities. 
One industry where the e-commerce uptake will remain slow will be the online retail industry. The main reason is because the market is not large enough to support the number of competitors that are currently present. One recent example which could be quoted is that of online book retailer BOL. 
Bertelsmann AG, Germany's biggest media company, announced that it is looking for a buyer for its online book retailer BOL (http://www.bol.com/index.html), reversing a drive into Internet-related businesses.  BOL, which sells books, compact discs and software over the Internet in five European countries as well as China, is part of Bertelsmann's unprofitable DirectGroup retailing and e-commerce division. 

Bertelsmann said it wanted to shed BOL's main businesses in Germany, Switzerland, the Netherlands and Sweden because of disappointing results. 

DirectGroup lost 119 million euros (US$118.5 million) in the first half on sales of 1.4 billion euros (US$1.4 billion).
One of the major reasons why the online retail industry (BOL being one example) is suffering is because of the ongoing advertising recession. A substantial portion of the revenue for this industry was generated by online advertising. Yahoo, a company built on advertising, is seeing its core business continue to shrivel. Ad sales, which account for 60% of its business, are lagging behind the rest of the market.
Hence what is required is a substantial change in their business model and strategy in order for the companies in this industry to remain profitable. 

b. The paper also asserts that “Networked Business is more than online sales”. What in your opinion are business processes other than buying or selling that are good candidates for digitization? Provide a rationale for your answer. Can you provide some concrete examples from the real world? 

Network technologies are not only enablers of new sales and purchasing channels; they can also be used to improve a variety of business processes. 
Taking the example of a manufacturing or engineering company, the development, finance, purchasing, production, logistics, sales and marketing sectors and, not least, the system suppliers, are all part of manufacturing sub-process. These traditionally defined communication processes could be transformed into one universally networked process, which allows the flow of information in real time. It is only in this way that all the affected areas have the latest information at hand: a decisive competitive edge. It will help in cutting out unnecessary work, in making cost savings and, ultimately, in accelerating the model development cycle - not least of all to increase competitiveness on a sustained basis.
Procurement decisions affect long-term supplier relations and directly determine product costs as well as the quality of products. E-Commerce strategy could be used to focus on utilizing web-based technologies to optimize the core tasks of procurement:

· Analysis of information regarding suppliers and markets; 

· Preparation of procurement criteria with product development and logistics; 

· Price research procedures; and 

· Contract management. 

The continuous improvement of these tasks and other aspects of the procurement process has the potential to significantly reduce processing times and expenditures - beginning with the project-specific, parts specifications and bidding documentation; to the supplier selection and the process of awarding the project to a supplier.
Communication along the supply chain is a goal that all OEMs (original equipment manufacture) are striving to achieve in the manufacturing industry and is a key factor for the efficiency of the OEM-Supplier relationship. Today, information regarding changes in parts demand becomes obsolete as it flows down the supply chain, due to the lag time in which suppliers receive the information. Currently, a combination of EDI (Electronic Data Interchange) and web-based tools only cover parts of the supplier network, due to the high financial investment and system integration issues that EDI requires. 

The increased introduction and adoption of common web-based systems, which enable universally transparent communication, will significantly reduce such obstacles. Using such a system will allow suppliers at all critical tiers to access information relevant to their business requirements immediately and with an improved level of quality and consistent data.
The human resource/employee management system could also be digitized using the network business technologies. Administrative tasks can be completed more efficiently due to the fact that human resources processes will be the uniform for all employees (standardized) and that some will be performed automatically. In addition to the joint application, a uniform database will be used to ensure end-to-end processes and to prevent redundancy in data storage.

In the future, managers and employees will have access to the human resources management system so that they can access up-to-the-minute information directly and initiate some key human resources processes themselves via the system.
These are some on the business processes which could be automated for better results. 

2. This assignment requires you to collect some data on the Amazon site. First go to the Nytimes site and download the top 3 NY times best sellers in the following 4 categories: fiction hardcover, fiction paperback, non-fiction hardcover and non-fiction paperback.

(see   http://www.nytimes.com/pages/books/bestseller/index.html ). You will have compiled a list of 12 books as a result of this exercise. 

Now create a spreadsheet or a relational DB with the following pieces of information:

a. Book ISBN

b. Book Title

c. Type of Book (code each of the four types 1 through 4. So, fiction hardcover is 1, fiction paper back is 2 and so on).

d. Go to dealtime.com. For each of the books record the lowest price and highest price on the market for a new copy of the book. Compute (highest price- lowest price)/lowest price for each book. Lets call this metric dispersion. Based on the data collected, is there a difference in the average dispersion between the 4 categories of books? Ignore the fact that you only have 3 books in each category (! This is designed to get you thinking using quantitative metrics.

	
	ISBN
	TYPE_CODE
	Highest Price
	Lowest Price
	Metric Dispersion
	Average

	Hard Cover (Fiction) 
	
	
	
	
	
	

	RED RABBIT
	0399148701
	1
	$28.95 
	$12.95 
	$1.24 
	2.046577341

	THE LOVELY BONES
	0316666343
	1
	$21.95 
	$12.12 
	$0.81 
	

	STANDING IN THE RAINBOWS
	0965890147
	1
	$25.95 
	$12.70 
	$1.04 
	

	
	
	
	
	
	
	

	Hard Cover (Non-Fiction)
	
	
	
	
	
	

	LET'S ROLL!
	0842373195
	2
	$24.99 
	$14.99 
	$0.67 
	0.779244194

	A MIND AT A TIME
	0743202228
	2
	$26.00 
	$13.99 
	$0.86 
	

	LET FREEDOM RING
	0060514558
	2
	$25.95 
	$14.32 
	$0.81 
	

	FICTION PAPERBACK
	
	
	
	
	
	

	SUMMER PLEASURES
	0373218397
	3
	$7.50 
	$0.85 
	$7.82 
	8.260323757

	 ENVY
	0446611808
	3
	$7.99 
	$1.00 
	$6.99 
	

	THE SMOKE JUMPER
	0385334036
	3
	$23.58 
	$2.15 
	$9.97 
	

	
	
	
	
	
	
	

	NON FICTION PAPERBACK
	
	
	
	
	
	

	IT'S NOT ABOUT THE BIKE
	0399146113
	4
	$13.00 
	$2.97 
	$3.38 
	2.577206476

	SEABISCUIT
	375502912
	4
	$15.00 
	$5.98 
	$1.51 
	

	FAST FOOD NATION
	0060938455
	4
	$25.00 
	$6.50 
	$2.85 
	


According to the table above, there is a fair amount of difference in the average dispersion between the four categories of books. 
e. Now go to Amazon.com and randomly retrieve prices for about 5 books in your sample. You will notice that Amazon presents offers from the used book marketplace it has introduced. Authors are concerned about the loss of sales of new books (and their royalty income) on account of this and have protested. Amazon though finds it profitable to sell used books since it makes a commission on these book sales. From a business standpoint, is there a cost structure difference to Amazon between selling used books and new books? Think about the business processes involved in selling new books vs. used books.

	Name of Books
	Price of Books

	RED RABBIT
	New:  $17.37, Used: $11.95

	A MIND AT A TIME
	New:  $15.60

	SUMMER PLEASURES
	New: $2.75, Used:$2.99 

	FAST FOOD NATION
	New:8.25, Used:$8.25

	STANDING IN THE RAINBOWS
	New:$15.55, Used: 16.99


From the above table it could be seen that some of the new books are priced lower than the used books. This could be attributed to the fact that the prices of the used books are determined by the sellers and not amazon.

From a business standpoint, there is a cost structure difference to Amazon between selling used books and new books. For new books, Amazon requires storage space for the inventory. However for used books, Amazon just behaves as a platform (like eBay.com) to bring potential sellers and buyers and then charges a commission on a completed transaction. Here costs are cut due the fact that no storage space is required. This is the major cost structure difference between the way Amazon sells new books and used books. 

