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Abstract
This paper addresses the idea that although
Electronic Product Catalogues are improv-
ing a lot , they are only a necessary but
insufficient condition to turn a company
into a so-called “Digital Organization”

The paper reviews both the functional
character of the EPC and their recent evo-
lution. It pays special attention to the ef-
forts of many software companies, spe-
cialized in developing this kind of product,
as they strive to make management easier
for both sellers and buyers.

Finally, the paper addresses the question
of how the EPC fit into a basic organiza-
tional model, in which technology, people
and processes constitute vital elements.
Companies need to develop medium- and
long-term strategies that enable them to
establish their presence in electronic mar-
kets, while offering prospects for the future
thanks to sustained competitive advantages.

Introduction

Electronic commerce is expected to be a
multimillion dollar business. This belief is
based on a study by McKinsey Consulting
(The McKinsey Quarterly 1995), which
predicts that electronic purchases from
private households will create a market of
$4-5 billion by the year 2003. Already
today, commercial transactions are carried
out electronically, although the volume has
not yet reached outstanding levels in ab-
solute terms. These transactions, leaving
EDI aside, are carried out mainly on
Internet.

Aside from the basic telecommunications
infrastructure, this potential market needs
tools that will facilitate electronic trans-
actions. Electronic Product Catalogues
(EPC) are an example of such tools, and
are already being improved thanks to
Internet’s widespread acceptance.

Today, between 50 and 60 million people
are connected to Internet; in April 1997,
73% of them used the World Wide Web to
make a purchase (The Economist, 1997).
There is no doubt that electronic markets
are emerging, but the job of consolidat-
ing them and establishing minimum reg-
uisites and standards is still pending
(Schmid, 1997).

The supply of EPC is diverse and still grow-
ing. In recent months, many companies
have launched EPC software. However,
standards have not yet been established,
nor have minimal functional requirements
been set. EPC development companies, as
well as the firms that want to find a place
in these new markets, find themselves at
a learning stage. Today’s solutions are
being discovered in a context of collec-
tive learning, and with time will give rise
to better and better solutions.

In this article, we will examine a series of

positive circumstances, such as:

+ Marked improvements in basic tele-
communications infrastructure, both by
public and private initiatives.

+ Dramatic, even exponential increases,
in the number of Internet users.

+ Remarkable improvements in the per-
formance and functioning of the Elec-
tronic Product Catalogues (EPC).
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Nevertheless, while these conditions are
necessary they are also insufficient for the
full development of electronic markets.

Electronic Product Catalogues
Today, many different options of EPC
software are available for users, which try
to take into account the needs of both
sellers and buyers. The consumers (buy-
ers) of this kind of software are the firms
which want to sell their products (or want
to cooperate with a group of firms in
putting together a combined offer). For
this reason, many of the softwares’ fea-
tures are aimed at satisfying the needs of
these consumers (i.e., the firms which
want to enter the electronic marketplace).

The vast majority of these kinds of soft-
ware adopt a dual perspective in devel-
oping their functionality:

Seller perspective
(the buyer of EPC software
perspective)
The main performance features offered by
today’s EPC from the seller perspective are:
¢ The possibility of updating, particu-
larly regarding the following opera-
tions:
+ Remove sold out products.
+ Change prices.
+ Make special offers (change the way
an item or set of items appears).
+ Facility to add new promotions in-
stantly.
¢ Integration with back-end E-Com-
merce packages so you do not have to
worry about transaction processing.
Theoretically, this would include the
following features:
+ Integration with payment systems.
» Requesting courier services.
» Printing courier labels.

Other additional features that many EPC

offer are:

¢ Any HTML editor can be used to cre-
ate custom layouts (if using http pro-
tocol).

¢ Capturing Customer Information (This
activity is critical to provide unprec-
edented data for marketing analysis):
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» Buying patterns.

» Learn what products are attractive
to customers by recording item level
hits.

» Tracking of consumer browsing.

Buyer perspective
(An individual who uses the soft-
ware to buy an item):

The EPC currently on the market feature,
in different formats and of varying qual-
ity, the following capacities:
¢ Search capabilities.
Shopping basket facilities.
Ordering facilities.
Information on updating by e-mail.
Etc....

* & o o

As we have seen above, many different
performance features are available in the
software that is on the market today.
Viewed superficially, the EPC seems very
attractive and the future looks bright.

However, the principal problem that po-
tential clients encountered (at least until
the end of 1996) was technical in nature:
incompatibility with current systems. Re-
search has detected three types of incom-
patibility: a) hardware-based; b) software-
based (and implementation); and we also
mention a third type c) which is a combi-
nation of a) and b), but which we will not
discuss in this paper.

The dramatic decrease in hardware prices
permits firms to invest a smaller percent-
age of their information systems budgets
in hardware. However, it is generally rec-
ognized that type b) problems are the
trickiest. The cost of software and its
proper application are a growing part of
the total cost of information systems.

The implementation of most EPC avail-
able on the market at the end of 1996 was
problematic for the following reason: All
the features the EPC offered depended on
the use of a specific database manager,
sometimes even specific to the EPC itself.
This reality directly affected the firms that
purchased the EPC, since the majority of
them were already in the market and us-
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ing traditional commercial channels (and
traditional software was already in use).

For many companies, the electronic com-
merce systems represent a new sales chan-
nel for existing products. These firms al-
ready had a set of computer systems in
place which were incompatible with the
EPC software. An EPC such as those de-
scribed above would require the duplica-
tion of a database with the product catalog
(references, specifications, prices,...), mak-
ing it extremely difficult to maintain.

Fortunately, the software manufacturers
responded quickly to this criticism. Today,
companies are free to design compelling
storefronts without having to worry about
site structure or database interface.

Certainly, businesses should not have to
reengineer their established IS processes
to take advantage of Internet. EPC must
enable an enterprise to extend its core
business onto Internet without disrupting
the firm’s infrastructure.

Business activities and EPC
As we have seen, technical solutions are
offering more and more performance fea-
tures. While supply is increasing, there are
still a number of important questions that
must be taken into account. We deal with
these below.

The use of EPC in Internet permits direct,
interactive contact with the client, and
allows the firm to access valuable infor-
mation, which can later be used to im-
prove product promotion. In addition to
interaction, the electronic medium permits
customization. The EPC can help custom-
ize the content of the product in which a
client is interested (for example, by creat-
ing an age-based profile that determines
the offer shown), or even change the offer
itself (for example, change the price if the
client belongs to a certain club or is a pre-
ferred customer). This kind of EPC feature
are in line with the new marketing ten-
dencies, such as micro-marketing or per-
sonalized marketing (Peppers & Rogers,
1993).

As a firm learns about its clients, the spe-
cific role of technology lies in its capac-
ity to file or record each moment of the
exchange, such as requests for informa-
tion, purchases or requests for customer
service. The EPC’s capacity to play a par-
ticularly active role in this area is greater
than its capacity to provide continuous
updating for a product offer on Internet,
as well as its capacity to manage the back-
office.

It is also important to discuss the useful-
ness of the EPC in markets or products in
which information provides an added
value (unlike commodities markets). When
purchasing certain products, clients are
very pleased to receive additional infor-
mation before or after purchase (Segev,
Wan & Beam, 1995); this information can
be provided rapidly and cheaply, thanks
to the EPC. A frequently-cited example is
wine sales over Internet. Potential clients
are very appreciative of information, for
example, regarding vineyards, taste, foods
which go well with a given wine, conser-
vation methods, and positive or negative
comments by other clients.

What is missing?

The EPC offer technical solutions which
facilitate a series of transactions between
a client (demand) and a seller (supply),
such as requests for information, buying
and selling, payment, customer service
and, in certain cases, product delivery (for
example, software). We have also seen
how the EPC can help firms (supply) ob-
tain a great deal of useful information
about clients (demand), which can later
be used to adapt the offer as much as
possible to the client’s demand, in search
of the classic economic equilibrium.

The EPC also allows companies to au-
tomatize a series of functions which are
important in updating various aspects of
the product offer (characteristics, avail-
ability, price, etc...). Moreover, the cost
of updating is very low and does not in-
volve any tasks aside from those already
being done (products, prices and clients
database maintenance).




Coming back to the title of this section, if
the EPC also cover firms’ needs, at least
theoretically, then what is missing?

The ability to sell a client a product or a
series of products, based on a very fine
understanding of their needs and an analy-
sis of customer records, is not enough.
There is no reason why a specific tech-
nology, such as Internet supported by EPC,
in a given company will necessarily give
that company an advantage, for example,
over their competition. These technologies
must be integrated into the company, ac-
cepted by its members and incorporated
as an element of the business strategy.

If we accept the following simplified model
of an organization (Figure 1), we must see
how EPC must be integrated in the tech-
nological, organizational (processes, struc-
ture and people) and strategic aspects, in
order to be a genuine source of sustained
competitive advantage.

Originally, EPC were conceived only in an
organizational perspective. However, as we
saw at the beginning of this article, they
have multiple functions and can help in
day-to-day organizational management
(remove sold out products, change prices,
make special offers, facilitate addition of
new promotions instantly, integration with
payment systems, etc....).

Later, EPC were improved and the tech-
nological component was incorporated,
that is, the manufacturers solved the hard-
ware and software incompatibility prob-
lems by switching from closed to open
systems, by changing from the utilization
of a specific database to the possibility of
using any kind of ODBC connections,

For the moment, it appears that the situa-
tion is stagnant. First, EPC were integrated
at the organizational level, and later in
technology. Nevertheless, a basic compo-
nent is missing in order for a firm to en-
joy EPC’s full potential: EPC must be in-
tegrated or aligned with the business
strategy. Some authors (Miles & Snow,
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Figure 1
Simplified model of an organization
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1994) call this alignment “fit”; only those
companies that learn how to create and
maintain this “fit”, despite rapid and un-
predictable environmental changes, will
succeed in the long run.

Conclusion

It takes a major organizational commit-
ment to maintain a sustained presence in
the electronic markets, supported by EPC.
It also requires a defined strategy: the
members of the organization must have a
clear vision of the goals to be reached,
they must know the business values, and
they must know how to take advantage
of these values in order to achieve the or-
ganizational goals.

Excellent EPC options exist in the market.
But firms must recognize that the exist-
ence of these options is only one neces-
sary pre-condition for success in the elec-
tronic market. Without good EPC, success
is impossible; but even the best EPC is
insufficient for a company to succeed in
electronic sales.

The ideal, when the three parts are firmly
integrated, is to achieve what are called
today the “digital companies”: fully inte-
grated organizations relying on informa-
tion technology both for customer inter-
action and internal management. The
people involved in such companies need
a strategic vision, an understanding of the
internal processes which are affected, and
a profound knowledge of the organiza-
tional information system.

Empirical and conceptual research is
needed in order to validate some of the
statements made in this article. Some com-
plete and successful experiences exist al-
ready, both in the United States and in
Europe. An in-depth study of a specific
case would surely help to understand how
an entire organization manages to inte-
grate its people and its processes with its
technology, following a clear and well-
defined strategy.
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