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CC EM3 - The Strategic Potential of Electronic Commerce

This April the CC EM has finished its second project phase. It is followed by
its third phase which will be focussing on the strategic potentials of electronic
commerce on new infrastructures. The following article illustrates the main

goals.

The Internet is changing the way com-
panies do their business. It is opening
vast new opportunities and at the same
time it is threatening traditional patterns
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of commerce and division of labour. With
the advent of the World Wide Web, the
Internet has become a platform that more
and more companies consider using for
electronic commerce. They open virtual
storefronts and offer all kinds of products
and services that can be ordered elec-
tronically and paid via credit card and
emerging payment services on the Inter-
net. Although it is not yet clear whether
the Internet will become a mass market
where companies actually can earn mon-
ey, the chances are very high. The cur-
rent focus is therefore on providing prod-
uct and company information to custom-
ers butbusiness transactions are likely to
follow.

Strategic Questions

We have seen the almost euphoric
launching of electronic commerce plat-
forms in the past but the rate of diffusion
and acceptance and subsequently the
actual business conducted ontheses plat-
forms have been significantly lower than
anticipated. The question that compa-
nies are facing right now is whether itis of
strategic importance not only to observe
the development of the Internet but also
to develop a strategy for the usage of this
medium. We distinguish four interrelated
areas that will be affected by the diffusion
of electronic commerce and where com-
panies need to formulate their strategies
and to position themselves:

1. The electronic commerce platform:As
new electronic commerce platforms are
emerging, the mechanisms for electronic
trading and marketing as well as payment
and security services need to be defined
and refined. The potential of new hyper-
media computer-mediated environments
such as the WWW for business needs to
be specified and existing solutions like
EDI need to be integrated. The global
electronic marketspace offers new op-
portunities for small and medium-sized
enterprises. Itis changing traditional pat-
terns of division of labour and we are

currently observing numerous new en-
trants into areas like payment services or
retailing from outside the industry.

2. Customer relations: WWW provides
new mechanisms for vendor-customer
interaction and thereby redefines the role
of the customer. The customer will be
able totake amore active role in selecting
information and customising products.
Feedback is becoming easier and more
widespread, and more customers are
becoming involved in discussions over
products, services and their experiences.
3. Procurement and interorganisational
relations: Much attention is paid to the
retailing potentials of the Internet. How-
ever, more and more business-to-busi-
ness transactions are conducted over the
Internet which emerges as a platform for
new organisational forms such as net-
worked organisations or virtual corpora-
tions. As the response time on the retail
side is shrinking, companies have to de-
vise new mechanisms to accelerate their
own operations. Highly distributed proc-
esses and operations among autonomous
organisational units, some of them con-
ducted continually around the globe in
differenttime zones, have been designed
to meet the market requirements.

4. Internal adjustments: In a similar way,
internal operations are changing and com-
panies are exploring the structural oppor-
tunities of distributed operations in a net-
worked organisation with email, telework,
WWW, EDI, etc. As currently most of the
information services on the WWW are
free of charge, the information/service

providers have to look for ways to recu-
perate some of the Web-related costs
which, however, are very limited in rela-
tion to marketing budgets for traditional
media. One option is to use electronic
interactions/transactions in order to
streamline internal operations from pro-
curementto order management. Compa-
nies may consider setting up customer
information, frequently-asked-questions
sites and email conferences on the Web
in order to reduce the volume of personal
calls.Withinthe Competence Centre 'The
Strategic Potential of Electronic Com-
merce' (CC EM3), we are studying these
areas in collaboration with six compa-
nies, the studies being pursued along
three inter-related research tracks:

1. Monitoring and evaluation of ongo-
ing developments: Confronted with a per-
manent stream of innovations and initia-
tives, we are maintaining an international
network of relations with other research
institutes and screen electronic informa-
tion services in order to be able to under-
stand and evaluate current trends.

2. Studies:In some pivotal areas, such
as marketing on the Internet, electronic
payment services, security, comparison
of Videotexand WWW, EDI and the Inter-
net, we are conducting in-depth analyses
for and in co-operation with our partner
companies.

3. Evaluation and development of busi-
ness cases: Given the current rate of
change and innovation, any conceptual
and strategic analyses have to be linked
to concrete actions. Therefore, we are
studying and developing business cases
with our partner companies for Internet/
Web-related business, such as electron-
ic storefronts, customer information and
services, electronic product catalogues,
etc. The Electronic Mall Bodensee pro-
vides a perfect testbed for these cases
and we are developing architectures for
electronic commerce and are continually
scrutinising the emergence of interaction
and business on this platform. |
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Figure 1: Electronic commerce - areas of impact
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