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Abstract

OBu@iness modelO is one of the lates buzzwords in the Internet and
electonic business world. This paper has the ambition to give this term a
maore rigorous contert. The objecive is threefdd. The first one is to propose
a thearetical e-business model framework for doing business in the Interret
era. The second one is to propose a multi-dimersional classificaion-scheme
for eBwsiness Models, as opposed to the actal tendercy in acacmic
literaure to use two-dimersional classificaions. The final objecive is to
define critical succes facbrs, based on afield study in order to find out ard
compare the performarce indicabors used by e-business firms which are
competing with similar businessesmodels.

April 18, 2001

Keywords e-business, busness modd, classification, key success factor, e-busness

measurements, benchmarking, value creation

Thisisapreprint of an article published in Thunderbird International Business Review (site)

Magaly Dubosson, Alexander Osterwalder & Yves Pigneur, eBusiness Model Design, Classification and Measurements,
Preprint on an article accepted for publication in Thunderbird International Business Review, January 2002, vol. 44, no. 1: 5-

23
1 2001, Thunderbird

published in Thunderbird International Business Review, January 2002, vol. 44, no. 1: 5-23



eBusiness Model Dedgn, Classificaion and Measirement April 18, 2001

There have beenseveral attemgs to classify all the business models emergng over and over with the
coming of the New Economy in order to underdgand how e-comparies are making or not making
money. Some comparieshave seentheir business model highly publicizedsuch asthe reverse auction
model of Priceline or online grocery model of Pead. But is it all so clear? For instance, ebay.com
might be typical of an Agora B-Web (Tapscott and al.) but at the sametime, ebay.com might be
consideredasbeing a merchandiser online (transacion.net) or an auction broker (Rappa). All of them
are considering the sameobject but from differernt perspectives Is there a better or a worse way to
classify the business models? Are they allowing comparisons? Do they help to underdgand the
strateges of the diff erert actors within a same caegory, for instance the online grocery stores ? Are
they explaining why some of them berefit from better finarncial figures?

Nowadays new business models do not finish to emerge in electonic commerce and can becane a
major stake in the e-business game ((Ma'tre and Aladidi (1999), Kalakota (1999)). It is even possible
to patert them in some countries (Pavento (1999)! Understanding the new business models and
helping to desgn and measire themare importan reseach issues not so well covereduntil now.

The next secion presens a definition and the componerts of a business model asa new framework.
The following secion suggeds to use this framework to classify and compare the business models.
Finally, we show through exampleshow to translate the core proceses of the business models into a

setof relevart measiresfor eachcomponert of the adopted framework.

1 eBusiness Model design

Several authors show that with the success of Informaton and Communicaion Techologies(ICT) B
particularly the Internet Borganizaional transformations aretaking placein industriesand companies
(Tapscatt, Lowi, Ticdl, 2000; Timmers 2000; Martinez, 2000). The eBusiness Model approach we
proposein this paper shall help afirm to structure its organization in away to become more efficiert,
more flexible and reonsive to customerdemard, to forecas possible future scerarios and therefore
to stay competitive in the Internet era. E-business modeling hassimilar goals to enterprise modeling in

gereral Modeling helps firmsdevelop business visions ard strateges redesgn and align business
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operaions, shareknowledge about the business ard its vision and ersure the accepgance of business
decisions through committing stakeholdersto the decisions mace (Person, Stirna, 2001).

A busines model is nothing else than the archtecture of a firm and its network of partners for
creatng, marketing and delivering value and relationship capgtal to one or several segmerts of
customersin order to gererate profitable and sustainabl e reverue streams

Our eBusiness Model framework is therefae dividedinto four principal componerts. (1) The products
and servicesa firm offers represernting a substartial value to a target customer (value proposition),
and for which he is willing to pay. (2) The relationship cagtal the firm creatsand maintains with the
customer, in order to satisfy him and to gererae sustainalde reverues (3) The infragructure and the
network of partners that are necesary in order to creat value and to maintain a good customer
relationship. And lag, but not leas, (4) the financial apect that can be found throughout the three
former componerts, such ascost and revenue structures

Figure 1: eBusiness Model decomposition

1.1 Productinnovation

The product component of the eBusiness Model framework describesthe value a firm warts to offer
its customers Significart studiesof the targeted cusomer segments have to be undertakenin order to
find out the relevance and the componerts of an effective value recognition by the customer. To
deliver this value proposition, the firm hasto possess a certain set of in-house and/or outsourced
capabilities

Value Proposition. This elemert refers to the value the firm offers to a specific target customer
segmert. ICT have had their most importart impact on new ways of creaing and delivering value, for
exampde through substartial cost savings tharks to dis-intermediation (Berjamin, Wigand, 1995; ).
Dell for example hasrevolutionizedthe computer industry by directy selling to its customersover the
Interret. Customization is another common value proposition erabled by the rapd development of
ICT. Through mas customization (Piller, Reichwald, MSslein, 2000) and through rule-based one-to-
one peronalizaion or callaborative filtering, firms can propose value tailored to the profile of every

single customer. Whereasthe shoe comparny Customaix.com lets its customers dedgn their own

published in Thunderbird International Business Review, January 2002, vol. 44, no. 1: 5-23 3



eBusiness Model Dedgn, Classificaion and Measirement April 18, 2001

footwear, Amazm.com proposes books accading to their customers tage. The notion of
infomediation describesthe re-intermedation-proces in the Internet era ICT haserabed the creaton
of awiderange of new and innovative medation services(Sarkar, Butler, Steinfield, 1995).

Target A firm gereraly creaesvalue for a specific customer segment. The definition of the market
scope (Hamel, 2000; Afuah, Tucci, 2001) capuresthe essence of where the firm doesand does not
compete Bwhich customers which geographical areas and what product segmerts. A firm canmarket
either to businesses and/or individuals, commanly referred to as business-to-business (B2B) amrd
business-to-consumer (B2C). With the exparsion of reachby the use of ICT, differertiated strateges
for different geagraphical regons becane animportar issue evenfor smal firms.

Capabilities To deliver the value proposition to different customers a firm must ensure that it
possesses the range of capahilities that underpin the proposed value. For examge, if Intel warts to
offer to its customersfas microprocessors, the compary has to have acces to high-quality R&D,
product dedgn, and marufacturing capahlities Whether Intel wants to perform these tasks in-house
and/or in collaboration with other firmsis a mater of strategc decision, which is further detailed in

the infragructure componert of the eBusiness Model framawvork.

1.2 Cugomer relationship

The importance of customer relationship potertial is often forgotten in other business model
approaches that are mainly focused on products, value creation proceses and exchange paterrs
between differert acbors. However ICT offer a whole new range of opportunitiesto exploit existing
customer relationships by geting a feel for the cusomerOsdesres serving him and developing an
enduring relationship with him. The notion of branding hasalso evolved from product and compary
marketing to include relationship cagtal (Tapscott, Lowi, Ticall, 2000) which emphadzes the
interacton betweenthe firm and the customer.

Getting a feel for the customer. This elemert refers to all customer information and knowledge a
company can gather and exploit in order to discover new and profitable business opportunities ard
customersegmerts and to improve their relationships with their customers These insights canbe used

throughout marketing and sales and egecially for customer relationship maragement (CRM). Hamel
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(2000) calls this the positive feedback effect. A firm with a large base of users and a way of rapdly
extracting feedback and informaion from those users, may be alde to improve its products ard
services fager than its competitors. In this virtuous circle products and product innovation can be
improved which, in return, atiracts new customers In addition to product improvemert, a better
knowledge of its customersallows a firm to edallish a personalizedrelationship tailoredto the needs
of every single customer.

Serwing the cugomer. Sening the customer includes fulfillmert, support and customer relationship
maragemert (CRM). A firm must ax itself how it wants to deliver additional value to its customers
and what support and service level it warts to provide. Fulfillmert and support refer to the way the
firm Ogesto marketOand how it actually Oreacégcustomers(Hamel, 2000). A firm must define its
chamel strategy and underdand that the Interret has a great potertial to complemert rather than
camibalize its busines (Pater, 2001). At the front-end, the Interret plays an importart role in
customer support and customer relationship maragemert. It canmake mary of these proceses more
efficiert; by supplying the customer with a wide range of badc informaion on products, pricesamd
availahility and by offering customized reattime informaton (i.e., delivery status, product lifecycle
maragemert). The express delivery compary Fedex, for examgde, lets its customers track their
shipmerts online. This substartially increagsthe service value for the customer and is an important
relief for FedExOsustomer call certer.

Branding. This elemeri of the eBusiness Model framework hasnot lost its importancein the eraof the
Interret, but it has profoundly changed its definition. Tapscott, Lowi and Ticdll (2000), for examgde,
think that advertising, promation, publicity, public relatons and a lot of other agpect of corporate
communicaions are becaming archaic conceps. Branding shifts towards relatonship dynamics
(Hamel, 2000) where emdional, aswell astransacional elemeris in the interacton betweenfirm and
client, form the image of a compary. [tOghe firmOsbility to engage customers suppliers and other
pariners in mutually bereficial value exchanges that determines its relationship cagtal (Tapscatt,
Lowi, Ticdl, 2000) and brand. The Online auction compary eBay.com for examgde, owesits brand
nameand customer loyalty to its ahility to assure smooth and bereficial transacions between private

auctioneersard to its trust mechanismsthat edalish confidence betweenall involved parties
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1.3 Infrastructure management

In the product component of the eBusiness Model framework we have described the capahilitieswhich
areneecedin orderto creae and deliver the value proposition. The infragtructure component describes
the value system configuration (Gordijn, Akkemars, van Vliet, 2000) that is necesary to deliver the
value proposition; in other words, the relationship between in-house and/or parinerOresources assets
and activitiesand a network.

ResurcedAssets. In order to create value, afirm needs reources(Tarondeau, 1999; Wernefelt,1994).
Grant (1995) distinguishestangible, intangible, and human assets. Tangible resourcesinclude plarts,
equipmenrt and cas reserves Intangible resourcesinclude paterts, copyrights, reputation, brands and
trade seaets. Humanresourcesarethe pegple afirm needs in order to creae value with tangible and
intangible resources In the networked ecaiomy firms increasngly concerirate on their core
competercies and separate themselvesfrom all resourcesand assets that do not belong to their core
business.

Activity and Proceses The main purpose of a compary is the creaton of value that customersare
willing to pay for. This value is the reailt of a configuration of inside and outside acivities ard
proceses To define the value creaion proces in a business model, we use the extersion of the value
chain framework (Parter, 1985) asdefined by Stabell and Ffeldstad (1998). They exterd the value
chain with the value shop and the value network. Former describes the value creation proces of
service providers (such as for examgde hospitals or consulting firms), whereas latter describes
brokering and intermedary acivities(such asfor example barks or phone companes.

Partner Network. This elemert of the eBusiness Model framework is closely tied to the value
proposition and the value creaion proces. The partner network details how the value creaion proces
is distributed amang the partnersof the firm. In the product componert it wasall about what value to
deliver. In this elemert it is about Zow to creat value with a network of partners. Managemert
literaure defines strategc networks as Osabe interargarizaional ties which are strategcally
importart to participating firms They may take the form of strategc alliances joint-vertures long-
term buyer-supplier parinerships, and other tiesO (Gulati, Nohria and Zaheer, 2000). As has been

explained above, shrinking transaction costs make it easier for firms to vertically disintegate ard to
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rearganize in partner networks. Firms canfocus on their core competerciesand activitiesin the value
creaton proces ard rely on partner networks for other non-core competercies and acivities In e
business literaure there are several terms arising for these new forms of strategc networks in the
value creation process, such asb-wels (Tapscatt, Ticoll, Lowi, 2000) and value networks (Nalehuff,

Branderburger, 1996).

1.4 Financial aspects

Of course, the finarncial pergecive also belongs in our eBusiness Model framework. But rather than
qualifying finarcial agpect such asthe revernue or pricing model of a firm asthe unique and most
important elemert of a busines model, we consider them as the fourth component and as the
consequernce of the formerly described Financial agpects can be underdood as costs required to get
the infragructure to creae value and asrevenuesof sold value. The difference betweenrevernuesand
costs determinesthe profitahility of acompary.

Rewenue. This elemert meaduresthe ahility of the firm to translate the value it off ersto its customers
into money arnd therefae gererate incoming reverue streams A firmsreverue model canbe basedon
subscription costs and feesfrom the customer, advertising and sponsoring revenuesfrom other firms,
commissions and tramsaction cuts from provided services reverue sharing with other firms and by
simply selling a product. Firms selling over the Interret should consider an appropriate pricing
strategy and pricing mechanism in order to maximize reverues First they have to be aligned with the
nature of the product. For example, an airplane engine price is set differently than the price of an
electronic camera. Secad, they have to aim at acheving the highed price the customeris willing to
pay for the offered value. It is importart to mertion that ICT have had animportart impacton pricing
and have creaed awhole new range of pricing mechan sms (Klein, 2000).

Cost. This elemert meaauresall the costs the firm incurs in order to creat, market and deliver value to
its customers It sets apricetagon all the resurces assets, actvitiesand partner network relationships
and exchanges that cost the company money. As the firm focuses on its core competercies and
acivities and relies on partner networks for other non-core competerncies ard activities thereis an

importart potertial for cost savings in the value creaton proces. The right use of ICT in customer
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relationship also opens up new opportunitiesfor delivering premium customer services ard therefae
additional value at reamnale costs.

Profit. This element measiresthe ahility of afirm to creat positive cash flow.

15 Comparison

Few auhors have temped to give the term electonic business model a more precise and global
contert. Eventhough the literatre on eBusiness Models is growing, most of it only partially discusses
the subjects of interes. Afuahand Tucci (2001) for example, seem to nedectthe customer componert
of abusiness model. Gordijn, Akkermans and van Vliet (2000) demonstrate the value creation proces
in a network of partners but do not describe any of the other necessary componerts for a complete
model from a business point of view. Hamel (2000) however, has quite a complete approach to
business models.

In table 1 we comparethe existing eBusiness model literaure and their componerts to the eBusiness
model framework presertedin thisarticle.

Tabe 1: eBusiness Model literaure

1.6 [Illustration

As anillustration of the formerly discussed eBusiness model framework, we decided to focus on and
to compare two Internetauction companies Ricarcb and eBay. First, Ricardo, the Gemman auction
erterprise, canbe de<cribed by the following charackristics:

- Customer: Ricardo says thatit hasatotal commitmert to customer satisfaction and quality. It has
earred a award for being notaldy customerfrierdly. It has expanded its offerings by launching
RicardBlZ, a B2B e-commerce portal with the tradtional auction format the reverse auction
formatand bartering and mixed auctions.

- Product : Ricard creaed customer awareress by original auctions such asthe Steffi GrafOsrench
Openracketin aid of the GChildren for TomorrowOtrust, diving cruisesby submersble to see the
Titanic or Ricardo sharesdonated to Unicef. Within its partnership with SAT 1 TV, it combines

classical show elemerts with the online auctions and it has amounced the launch of QXL.tv, a
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new serviceto deliver auction programming via the television and Interret Ricardo also launched
a world-wide exclusivity : the live auwctions where up to 8,000 users can participate
simultaneously. From Felruary 2000, all auctions up to the value of DM 250 will be insured ard
therewill be atrusteeservice for auctions valued over this limit. Ricard warts to offer the higheg
level of security and the larged range of products.

- Infradructure : Ricardo hasconcluded a strategc cooperaion agreement with Impress Softwarein
the areaof B2B online auction in order to integate existing ERP customer systems This will be
the standard software solution SAP R/3.

This brief description unbundling Ricard into its three component businesses canthen be compared

to asimilar de<cription for its Americancounterpart, eBay:

- Customer: eBay focuseson convernience by mears such asonline tutorials, a four-step proces or
the possibility of customizaton of the service. Reqular sellers can egdallish a reputation for
reliabe delivery and quality through a rating and commen system based on the experience of
customers This is considered by eBay as way to creat OsickinesO. eBayOsmarketing and
customeracauisition costs arelower than most sitesbecause of the powerful word-of-mouth.

- Praduct : As Ricardo, eBay also triesto attract the attention from the meda by auctioning for
instance,ateam of programmers akidney or the camera of the director of the Blair Witch Prgect
It haslaunched eBay Business Exchange servicing the small business market (B2B). It has also
launched eBay Anywhere, that aims to make eBay accesible from arny Interretenalded mobile
device.

- Infradructure : eBay acquired Billpoint an online paymert techhology firm in 1999. On March
1st, 2000, it hasamouncedastrategc alliance with Wells Fargp desgnedto address the exploding
need for an online person-to-peron paymerts platform. Together, they have launched a new
paymert option: the Electronic Check that combinesthe convernience and safety of paper checks
with the speed of the electronic paymerts. eBay has seleced Sun Microsystemsas its premier
supplier of servers software and professional services For its shipping service, eBay has
concluded a strateg c deal with Mail BoxesEtc. ard its network of more than 3,000 certersacrcss

the country and with iShip.com and its online shipping, pricing and tracking solutions. It hasalso
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concluded a strategc partnership with e-stamp.com to promate e-stamp as an exclusive provider

of US Pastal Senice Internet postace.
Considering the two cases none focuses on infragructure but rely more on partners for their
infradructure, egpecially eBaywith alarge network including diverse industries Ricard seemsto be
more innovative in terms of product off erings with its live auctions and with its willing to combine
other tecmologies such as TV and maobile deviceswith the Internet Both of them wart to attract new
customerswith original auctions but eBay seemsto be more committed to retaining its customershy
emphaszing the convenience ard reliakility dimersions and feauressuch asthe feedack profiles
E-commerce corregponds to the use of inter-networked computersto create and transform business
relationships, in particular the transactons and interacton betweenthe company and its consumers
(Hoque (2000)). As stated by Hagel and Singer (1999), today, due to electronic networks, we areon
the verge of abroad, systemic reduction in interacton costs throughout the world economy. For them,
itisunlikely that one company will be aldeto do all threebusinessesard still continue to increa its
profits over the long hau. Accarding to them, Olecause electronic commerce hassuch low transaction
costs, it is natural for Web-based business to concertrate in a single core activityO From the Ricardo
and eBay comparison, it is nhot so obvious to tell on which core activity they arefocusing. At leag, we
could find out on which core business they are not focusing (i.e. infragructure because of their vad

arrayof outsourcedactvities.

2 Classifying eBusiness Models

Our second precccupation is to categorize business models and to propose a limited number of gereric
business models. Several classificaions have beenproposedin the literaure.

Most authors sugged two dimersions in order to rate the business models: functional integration and
degeeof innovation (Timmers 1998), ecanomic control (both hierarchical and self-organizing) and
value integation (Tapscott et al., 1999), type of relationships and degee of extermality (Amami,
1999), power of sellersand buyers (Pigneur, 1999). Based on their classificaion, they propose to keep
alimited number of basc typesof business models: from 5 for Tapscott (1999) to about 30 for Rappa

(1999). Thisdiverdty shows the inadequacy of a unique classificaion scheme.
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Therefore, unlike the hierarchical Og&camposition and specializaionOstructure adopted by the Process
Handbook (Malone, 1999), we propose first to use a multicategory approach and to accep that a
business model could be positioned with regard to several dimersions, in aweb of mary classificaion
schemes The business models of PriceLine could be consideredfor examge as an Q\goraQin the
TapscottOs classificaion (1999), high (self-organizing) on the control axe, low on the value
integation; as an OeawctionOin the Timmers3 classificaion (1998), medum on the functional
integration and medum (to high) on the degeeof innovation; asa OReers awction e-marketOin the
PigneuOslassificaion (1999), equilibrated power betweenbuyersard sellers
By our literature review, we identifiedasprincipal dimersions for classifying the business models :
¥ Theuserrole: How isthe client or the prospect consideredby the company ? Asaclient or as
aprovider of a product / service that other clients may wart to buy from, or asa participart to
whom nothing is sold but information or services are offered against informaion about the
participant ?
¥ Interacton pattern: Is the service provided by one or mary pegple/ companiesto one or mary
peaple / comparies? For Timmers (1998), OnanyOmust be undergood as mary actors from
which information is being combined.
¥ Nature of the offerings : Is the comparny offering informaton, servicesor products to its
visitors ? In some cases the compary but is giving away its content for free against
information gathering and/or is getting money from ads. Another option could be that the
company doesnot wart to sell on the webbut just wart to useits site asa promation tool.
¥ Pricing system: Is the user paying accading to its usage rate, to a fixed subscription to get
acces to the service, to a fee system (percertage or fixed amaunt), to a price list or to a
dynamic price mechanism (i.e. auction and reverse auction) ? One lag option is that the user
doesnot pay for the service (Baat).
¥ Thelewvel of customization : Thislevel isranging from mass contert to customizedconter.
¥ The ecanomic control : It goesfrom self-organizing (no single company drivesthe contert of
its transactons or the ecanomic outcomeg to hieraichical (some wels have a boss who

controls the content, the pricing, and flow of transacions) (Tapscott, ef al., 1999).
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¥ Thelevel of requiredsecurity to monitor and verify purchasesin your system.
¥ Thelevel of value integration : Same webs facilitate the creaion and the delivery of specific
product / service offerings that cohererily integate components from multiple sources In
contrad, other webs provide low value integaton and do not change the nature of the
products acually offered (Tapscoatt, ef al., 1999)
¥ The value/cost offerings : Is the product offerings more positioned asa added value product /
serviceor asalow-cost low-price proposal ?
¥ The scale of traffic : Does it require significart site traffic or is it viade with a moderae
traffic site ?
¥ Thedegee of innovation : It variesfrom essertially an electonic verson of atradtional way
of doing business to more innovative ways, for instance, by offering functions that did not
exist before. (Timmers 1998)
¥ The exterd to which poweris more on the buyer or the seller side.
Readpting the framework presrtedin the first part, we classified thes differert dimersions usually
usedfor classifying business models aswell asthe TimmersJard TapscottOglimersions.

Tabe 2: eBusiness model classification

Following this framework and some of its classificaion dimersions, we cantell, for instance, that
eBay, asa auction service, sets the price with a dynamic proces depending on the number and the
interes of the potertial buyers Its service wasfirst aimed to make individuals meetand exchange
goods through the Interret (B2C). Then, small business took the opportunity provided by eBayto offer
their goods on the Interret. At lag, eBaydecidedto expand its service to meetthe needs of the small
business market targeting businesses with fewer than 100 emgdoyees (B2B). In the eBay business
model, the user can be aswell the provider and the client. As a secandary source of reverues eBay
offers the possibility to buy some spacefor posting ads or to host the links to other sites It provides
value through an integated full-service shipping service and technology for person-to-person
paymerts through the Internet Moreover, the level of customizaton of eBay is quite high with

featuressuch asmy eBay.
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3 Measuring Core Processes

Dedgning and maragng a business model requires a measiremernt system which idertifies the key
factors and indicatrs (Rockart, 1979) by which the succes of the company arnd its business model
canbe assessed To appraise a business model and elicit the requiremerts of its measiremert system,
it is appropriate to determine these factors accading the four componerts of the adopted framework:
Praduct, Customer, Infradructure and Finarce.

This proposed framework had to be confronted with emgricd data from ebusiness companes We
decided to focus on two industries: the online groceries and the auction companes Four companies
for both sectors were chosen, two from Europe and two from the USA. The online grocery stores
included Le Shop (from Switzerland), Ooshop (Frarce), Peapod and Streamline; the auction firms
compreherded Ricardo (Germary), iBazar (Frarce), Priceline and eBay. For all them apart Ooshop®,
we used the informaiton disclosed purposely by them (i.e. information you canfind on their Web site
or information disclosedfor financial purposessuch as SEC files.

We suggeded to charecterize each business model with a set of measiresusing a balanced scorecad
approach Kapan and Norton (1996) introduced the ideathat a measirement system hasto reflecta
balancedview of the orgarizaionObjecivesin four areaswhich precisely corregpond with the four
componerts of our framework. These four areasare unified in anintegated and global strategy that
canbe expressed by a cause-effect relationships. Thes areasare:

» Product measures that assess the originality of the value proposition and idenify what the
organization has to build for learring, long term growth, and innovation (creatvity, emgoyee
camhlities mativation, turnover, stock options, ...). According to Hagel (1999), in e-business,
measiring humantalents and speed on the market seemsto be crucial.

» Customer meaauresthat evaluate the relationships of the organizaion with its customers(retertion,

acquisition, satisfaction, profitahility, ..) and the appreciaton of the value proposition by the

! The information related to Ooshop were collected by Stephanie Dufour, ESSEC student, Paris, 2000. Ooshop
belongs to the Carrefour group. In 2000-2001, Streamline has shut down its operations. Ricardo has merged with

QXL (UK) and iBazar has been acquired by eBay.
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customers(functionality, quality, price,timeliness, brand image, availahility, shopping experierce,...).
According to Hagel (1999), in e-business, measiring ecanomy of scope and customer satisfaction is
esertial.

* Infragructure measires that idertify the intermal and outsourced acivities of the value chain and
processes with the greakd impact on customer satisfaction and finarncial objecives (desgn, build,
delivery, service, ...). Still accading to Hagel (1999), in e-business, measuring ecanomiesof scale ard
efficiency is key for this agect of the framework.

and finally,

* Finance measiresthat serve asthe focus for the objectivesand the measiresof all the other
pergpecivesand concern revenue growth, cost managemert, asset utilizaion and market
captalization, ...).

Following also the BSC approach the Working Council for Chief Informaton Offi cers published a
report showing the differert meticsfor e-business performarce evaluation used by companessuch as
3M, Dell Computer Corp., Federal Express and L.L. Bean (1999). From the amalysis of the samegroup
of eight comparies belonging to the online grocery and auction industries we idertified a set of

measiresrelatedto the different components of our framework and their relatedissues

The measiresidertified in the Working Council of CIOs report and the measiresfound in our cas
studiescould be summarized again with the adopted framework.

Tabe 3: Measuresfor e-business companes

4 Conclusion and further Research

The deliverable of this resarch should be a refined eBusiness Model framework, integating a
measiremert system, the amotation of the selected business models with their critical success factors
and key measrres Our study consists of a first version of the key success factors and balanced
scorecad measiresof several case studies

Further resach in progress, based on this paper, is a field study for observing, analyzing, and
catloguing typicd business models in a knowledge base. The final objective would be to computerize

this base and to specify a decision support system for helping business model creabrs to desgn,
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critique, and simulate new business models. Since the future in this areais so uncertain (Courtney,
1997), a scerario-based forecading approach could be helpful before defining a strategy of adoption,
depoymert, and maragemert of a business model.

Simulation based on the eBusiness model framework could help answer to the following quedions,
proposed by Warren (1999). Why hasthe historical performarce of my business followed the time-
path that it was? Where will the path of future performancetake us if we carry on aswe are?How can
we alter that future for the better?

The outcomes of this paper should help the maragersto desgn a new business model by using the
suggeded framework and by which, aking the right quedions, such as what is exacly my value
proposition ? How do | get a good feeling of the needs of my target market ? To deliver the interded
added-value to the market, what would be the required and most appropriate resourcesand assets ?
Then, by taking the various idertified dimersions to classify and defining new dimersions for the ones
that aremissing for some components of the framework, the managers should be able to differentiate
its business model from the competition and take advantage of their core competercies This approach
preseris the greatadvantage of using a multidimersional framework.

Finally, idertifying a set of measires for each of the four componerts should help the eBusiness
company to mamage and control its aclivitiesand outcomes It should also contribute to monitor the
performarce of the competition and finding new ways for keepng ahead In this article, we de<cribed
some measiresthat could be appliedto different companiesand activitiesand help to define new ones

tailoredto the particular conditions of eachcompany.
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6 Appendix

Figure 1. eBusiness Model decomposition

(2) CUSTOMER oo (1) PRODUCT o (3) INFRASTRUCTURE
RELATIONSHIP INNOVATION MANAGEMENT

Get a feel I Target Customer l Resources/assets I
Serving I Value proposition l Activities/process I

Branding I Capabilities I Partner network I

(4) FINANCIAL ASPECTS

Revenue I Profit I Cost I
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Table 1: eBusiness Model literaure
Comparison with literature review
Business models
Afuah, Tucci (2001) Hamel (2000) Gordijn (2000)

N, Target Customer | Scope Scope Actors, market segment
= 8 Customer value Business mission
8 = Value Proposition || (differentiation, low differentiation ' Value offering
g S cost)
cZ Capabilities
B e Teel | Information and insight
BT
¥ — Fulfillment and support,
=) Serving .
28 . - | customer benefits
B <
O 2
oF i Relationship dynamics

Capabilities, Core competencies,
= Hesourcesiassets | | mplementation strategic assets
==
© S Lo Core processes, .
g § { I o cess | Connected activities configuration Value activity
=17 Stakeholder network,
O; Partner Network Value network, . value interfaces, value

company boundaries ports

Pricing strategy
“ Revenue | (selling), revenue Pricing structure Value exchanges
E sources
25 :
<8 — | Value exchanges
=4
S Profit o _

Sustainability Profit boosters
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Table 2: eBusiness model classification
From literature review Timmers (1998) Tapscott (1999)

(1) PRODUCT
INNOVATION

Target Customer I

Value Proposition I

Capabilities I

User role
Nature of the offerings
Value/cost offerings

Degree of innovation

Degree of innovation

Scale of traffic
Required security

(2) CUSTOMER
RELATIONSHIP
\

Get a feel I

Serving I

Branding I

Level of customization
Power to buyer/seller
Interaction pattern

Interaction pattern

Resources/assets I

Economic control

Economic control

Value integration

Functional integration

Value integration

o =
[~ 4
=&
22
é = | Activities/process I
=3
&7
6%: LI Partner Network I
4 Revenue I
<
% b=
< 8 Cost I
&%
= <
< Profit |

Pricing system
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Table 3: Measuresfor e-business companies

% of Internet users

| |#of countries/ areas

(1) PRODUCT
INNOVATION

# of customer orders
# of consumer goods

Auction Online retailers Working Council for
(case studies) (case studies) ClOs (1999)
# of customers # cities served Penetration rate
# of registered users Market share Number of unique visitors

per month

Average value of goods

| | #of currencies

New products/ serv.
# products on sale
# of merchants

# of products offered

Market share clients

Ranking on markets # of customers

# of visitors per day categories of products

# of languages % of fresh products Average days of

exclusivity for product
introduction or major
feature

Average time between site
relaunches.

48 hour delay between | % of on-line orders
| pick up / delivery shipped within 24 hours
Delivery timing
# of individuals that get | # of not satisfied % of on-line sales
connected at least once | customers abandoned before
amonth Buying frequency completion

Connection time
Customer loyalty

Spending per day

| # of new customers

(2) CUSTOMER
RELATIONSHIP

Purchase intent

Conversion rate to
repeat customers
Average order size

% of repeat customers
# of clicks

% of 1% time visitors who
return to site within 1 year
Average time between
visits

% of customers who have
personalized their
interfaces

Sales conversion rate

% of customers for which
company can track
profitability across
business units

% of customers with
current e-mail addresses

Customer support
personnel

One-hour problem
resolution

% late deliveries

% of returning customers
who are recognized and
sent personalized content
Average time to respond
to customer request

Time to match compe-
tition@ web site feature
roll-out

# of customer-reques-ted
features added per
upgrade

Awareness level

Sales and marketing
expenses

Attraction of media

# of referrals

# of people told by one

Marketing
expenditures

% of click through
Reliable delivery

% or orders correctly
fulfilled

% of orders delivered to
correct address
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customer
# of trucks % of documents used by
# of fulfillment centers | knowledge workers
— available on-line
% of employees accessing
Intranet at least daily
Answer time Out-of-stock positions | Order confirmation cycle
System capacity # of ordersprocessed | time
# of transactions per day | # of transactionsper | % of products that are
# of usersin live day bui It-to-order. _
= auctions (capacity) L ogistics capacity Cash conversion ratio
= ; Inventory turns/ year
g 2 b Inventory levels
Z5 Bid-to-cash cycle time
O Ability to handle addi-
tional traffic
Network uptime
Averagetimetoload a
page
4 day delivery (partner) | Revenuesfrom
| # of partners affiliates program
L ogistics capacity
(outsourced)
Revenue breakdown by | Advertising, research
product and marketing
# of page impression revenues
- Advertising revenues | Subscription fees
Revenue growth Revenue growth
Vaue of goodstraded | # of products sold
]
5 “ Administrative costs Operating expenses Net assets needed to
E E | | Investments support 1$ worth of
E‘ < Cost structure output
2z Net profit / loss Operating profit / loss | Free cash flow
L| Gross profit margin Net profit / loss Working capital

Return on invested capital

Financing

Market capitalization
Share price

Share price
Net proceeds of IPO
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