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			Book Presentation Opening Digital Markets by Walid Mougayar

			Book Abstract

			MAIN IDEA

			It’s still early days in the development of Internet based commerce but the trends that are emerging are unmistakably clear.

			When you stand back and look at the big picture, the Internet is fundamentally transforming the way business is done. The implications of that transformation are significant for everyone, but particularly for business managers who are charged with the responsibility of successfully moving their organizations forward. From their perspective, the digital marketplace is the new battleground where market share must be won and lost. What adds to the challenge is the fact many of the battles of the future will be fought against new types of organizations that are constantly reinventing themselves every six months or so.

			Therefore, a complete strategic perspective is called for while this transition occurs to the open electronic marketplace. The Internet is not a passing fad but an integral and essential part of every organization in the future. Developing a structured strategy to exploit and benefit from the Internet is literally a once-in a lifetime opportunity.

			Managers have to continuously think about how the Internet will affect their business in the future.

			About the Author

			WALID MOUGAYAR is president of CYBERManagement, Inc., a management education and consulting firm. He is also the founding chairman of CommerceNet Canada, and the co-author of The Business Internet and Intranets: A Manager’s Guide To Key Terms And Concepts. Mr. Mougayar worked for Hewlett-Packard for 14 years where he was responsible for their Canadian Internet business initiatives. He earned his bachelor of science degree from the University of Washington, Seattle and is a graduate of the Executive Management Program at the University of Western Ontario. His Web site is at http://www.cyberm.com.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of Opening Digital Markets (Walid Mougayar)

			Phase 1: Evaluate And Understand the Digital Marketplace

			Main Idea

			There is now a broad consensus within the business community that Internet-based electronic commerce is going to be a significant part of the business marketplace of the future. The impact in every specific market niche won’t, however, be uniform. Each industry and each business organization will utilize electronic commerce differently.

			Therefore, any evaluation of the digital marketplace should take into account the key business and technology drivers.

			Supporting Ideas

			Electronic commerce is, at its core, a new method for conducting business with suppliers, partners and clients. Most often, this new digital marketplace is defined along four dimensions:

			[image: ]

			
					The buying and selling of products and services via a Web site – with an integrated online ordering system.

					The process of creating new digital value – by adding digital value to current value or by converting products into digital formats.

					The arrival of new intermediaries – who insert themselves between an organization and its clients by taking ownership of the process by which digital value is created.

					The creation of electronic marketplaces – where buyers, sellers, intermediaries and service providers come together to compete by building and rebuilding added value on top of each other.

			

			Electronic commerce offers four key advantages for everyone involved:

			
					Interactivity – which on the Internet is two-way communication using e-mail, voice, video or hybrid combinations.

					Spontaneity – the traditional need to build a business relationship before making a transaction is eliminated, allowing new business associations to be established quickly.

					Pervasiveness – the universal availability of the Internet makes it possible for business transactions to occur regardless of geographical location.

					Bundling – the Internet is both a delivery vehicle and a virtual marketplace that is entirely without precedent.

			

			A number of factors working in concert are driving the growth of electronic commerce forward at an increasing rate each year. These drivers are in two broad categories:
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			The key business drivers are:

			
					The reduction of distribution costs and inefficiencies. The Internet makes it possible for producers to supply consumers directly, eliminating historical distribution costs.

					The reduction of the cost of business transactions. Electronic transactions cost only a fraction of traditional processes that were labor intensive.

					A search for new growth markets. Most retail markets are stagnant whereas the electronic marketplace is unlimited in scope.

					A response to what competitors are offering. The value demanded by consumers is evolving, and companies either respond or become uncompetitive.

					Meeting the demands of electronic consumers. Savvy consumers are starting to demand the richness, depth and interactivity only Internet transactions can deliver.

					Optimizing the physical location of the business. Organizations can locate their business where there are competitive advantages and still serve electronic customers.

					Seeking the best governmental framework for business. Governments can create a regulatory framework that stimulates rather than impedes electronic commerce.

			

			The key technology drivers are:

			
					The convergence of technologies and capabilities. The infrastructure of the Internet, the types of information appliances which link to the Internet and the number of vendors developing new products all combine to create an environment that is more powerful and more robust.

					The reducing costs of technology. Costs of information technology all come down over time.

					The liquidity of content in digital format. Information, once digitized, can be processed and disseminated with almost zero marginal costs.

					The proliferation of connectability. More and more businesses are connecting to the Internet which, in turn, creates more reasons for others to join.

					The ability to add a human dimension. The use of interactive multimedia makes Internet transactions richer and more engaging.

					The accelerating pace of new software development. Toolkits are now available which make it easier and easier for organizations to become Internet powered.

			

			Note that for most organizations, the greatest influence on future e-commerce decisions will be the business drivers rather than the technology drivers. That reflects the fact the technology drivers tend to apply to the market in general, while the business drivers are specific to individual organizations.

			The challenges to the growth of electronic commerce are:

			
					Technological.The ability of the organization to address issues such as:
	Security of personal data and transaction information.

	Availability of payment mechanisms.

	Comparative shopping using software agents.

	The quality (richness) and quantity (depth) of products.

	Occasional network downtimes.

	Lack of common technical standards across platforms.

	The availability of sufficient bandwidth.




					Organizational.The ability to derive benefits from electronic commerce which may be affected by factors like:
	The absence of proven business models.

	The need to integrate business processes seamlessly.

	The unpredictability of costs at an early stage.

	The absence of old partners in the electronic market.

	The availability of new partners in the electronic market.

	Limited vision and online experience of business leaders.

	The availability of staff with the requisite skills.

	Historical corporate practices and momentum.




					Legal and regulatory.The Internet is still largely unregulated, particularly in the areas of electronic copyright, privacy, jurisdiction and enforcement processes. This has arisen as:
	The Internet is global – crossing all historical boundaries.

	The Internet is electronic – thus without written records.

	The Internet is digital – allowing perfect copies to be made.




			

			These questions, as well as other issues such as taxation and intellectual property rights on the Internet, are still unanswered at the present time. How they will be answered in the future may have a profound impact on the electronic marketplace.

			Behavioral and educational. Consumers do not like to change their current habits and preferences until there are compelling reasons to do so. Thus, electronic commerce must lower barriers to entry and educate consumers about the choices available before they will be willing to make changes in their established habits.

			Conflicts with existing distribution channels. The Internet can profoundly and permanently impact on historical commercial arrangements organizations have established. Existing distribution channels can be eliminated or replaced while entirely new niche market segments will become accessible more readily than ever before.

			The absence of critical mass in the marketplace. For electronic commerce to deliver sustainable financial business models, there must be sufficient buyers and sellers participating. While the growth of Internet users is impressive by any historical precedent, it is not necessarily uniform across all demographic groups. That has the effect of disadvantaging one group, while creating a competitive advantage for another.

			The building of the fulfillment process infrastructure. Whether an organization sells hard or soft products and services, in the electronic marketplace, order fulfillment will present a challenge. In short, organizations have to build the infrastructure by which products and services will be delivered, accounted for, charged, audited, warehoused, insured, packaged, tracked and so forth.

			Key Thoughts

			“The march toward an increasingly open electronic marketplace has already reached the point of no return. Every day the electronic commerce market gets bigger and bigger, and every day a new Internet-related business begins to threaten an existing traditional business. Market size predictions abound, as every market research firm attempts to get a headline by releasing a number, every so often. Whether the size is several billion dollars or one trillion by the year 2020 is irrelevant. The critical point that often gets missed is that no matter what the number is, it will be a very high percentage of the traditional trade business. So, if the relative size of traditional markets continues to get smaller and smaller, and if you are not planning to generate a larger part of your revenue from electronic markets, you will be left with only a much smaller market to compete in.”

			– Walid Mougayar

			“Revolutions aren’t made by gadgets and technology. They’re made by a shift in power, which is taking place all over the world. Today, intellectual capital is at least as important as money capital and probably more so.”

			– Walter Wriston, former CEO, CitiCorp

			“The Internet has the potential to become the United States’ most active trade vehicle within a decade, creating millions of high-paying jobs.”

			– A Framework For Global Electronic Commerce U.S. Government

			“Without the shadow of a doubt, the Internet and electronic commerce have captured our imagination by giving us new dreams of success and power. These are exciting times for small companies, but equally exciting for large companies. Yes, the Internet allows small new companies to grow and develop, but it also allows big companies to get bigger. Even large organizations are now owing their success directly to the Internet. If the Internet wasn’t here, all the start-ups would be in real trouble; moreover, some large companies would suffer drastically.”

			– Walid Mougayar

			“Internet commerce is not a one-time event, nor is it a walk in the park. It requires a solid corporate commitment, with a case for action that is firmly endorsed by senior management. To move the organization forward with the required synergy and resources, executives are encouraged to instill a burning-platform case for action. Only the future will show that the cost of inaction may be far greater than the cost of taking action.”

			– Walid Mougayar

			“All over the world, every week, an astonishing number of Internet start-ups get established, without objection from venture capital. Several of them swear they are the next Marc Andreesen - Jim Clark duo. They think everything is up for grabs. They think everything can be redefined. They think all the rules are there to be changed. They know that millions of consumers and businesses are waiting in line to participate in the expansion of intergalactic and gigantic virtual marketplaces. They definitely want a piece of it.”

			– Walid Mougayar

			“You cannot plan the future by the past.”

			– Edward Burke 1729 - 1797

			Phase 2: Formulate a Viable Digital Business Strategy

			Main Idea

			An electronic commerce business strategy should include four key elements:
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			Supporting Ideas

			1. Vision and Digital Value Chains

			The Internet can actually be viewed in five different ways. Successful organizations address as many of these perspectives as possible:

			
					As a network – which links various offices allowing employees to collaborate and share information.

					As a medium of communication – for marketing, service requirements and other corporate communications.

					As an open marketplace – where new customers can find you and do business with you.

					As a transaction platform – allowing you to complete transactions and link with partners.

					As a development platform – in which new and unique Internet centered business applications and solutions come into existence.

			

			The most direct impact of the Internet on a business will be the redesign of its value chain. The existing value chain will represent all the steps between the organization and its customers:
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			The impact of the Internet is the existing value chain will be replaced with a digital value chain which is different in one of three potential ways:

			
					Smaller and more efficient – because sellers are able to interact with buyers more directly without intermediaries.

					Redefined – because existing intermediaries no longer add value and therefore are replaced by new intermediaries who are more efficient while adding value in entirely different ways.

					Completely virtual – where a dynamic market exists beyond the control of any one party through which buyers and sellers come together to transact business without the direct intervention of any intermediaries.

			

			Successful companies are proactive in managing the transition from their traditional value chain to a new digital value chain.

			Specifically, smart organizations are participating in the development of new digital value chains and segmenting their electronic commerce initiatives by:

			
					Developing public main Web sites – which list all products and services in the interests of attracting new buyers and new partners.

					Keeping part of their Web sites as private sections – allowing selected customers, partners or employees to access confidential information.

					Allowing parts of their Web sites to be duplicated on the Web sites of intermediaries – allowing them to generate more business.

					Becoming an intermediary – drawing traffic to their Web site and then redirecting it to others.

					Becoming an information provider – providing information that sells products or provides support.

					Setting up an information portal – a centralized store of useful information people can access as required.

			

			Digital value chains can take on quite a different structure to the existing value chains. For example:
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			In the digital value chain, sellers interact directly with buyers using one or more commerce applications. The actual nature of each commerce application is a dynamic and changing mix, which is influenced by:

			
					The availability of new agents and new appliances.

					The emergence and establishment of new intermediaries.

					Advances in the network infrastructure of the Internet itself.

					New services that make up the commercial infrastructure.

			

			Thus, other entities also have an ongoing influence on the digital value chain, for example:

			
					Vendors who are actively developing competencies in the network or commerce infrastructure fields.

					Developers who are building applications which intermediaries, agents and appliances can use.

					Other businesses which are commercializing specific commerce applications or attempting to become intermediaries themselves.

					Corporate users and consumers who interact with agents, appliances, intermediaries and commerce applications.

			

			Since new markets and new services are being created almost daily, the digital value chain is constantly in a state of evolution and change. This, combined with the fact new developments become immediately transparent to the marketplace, creates the dynamic environment of electronic commerce.

			2. A 10-Step Competence Plan

			To develop digital commerce competence within an organization, take these steps:

			
					Conduct training.Educate everyone within the organization, from the top down, on the realities of the digital marketplace. Encourage hands-on experimentation. Get everyone using the Internet to do business, so they have a feel for where it currently stands and how it all works at present.


					Understand your current distribution and supply chains.Understand where you now are and start looking at how those value chains will be affected by the Internet. Take the initiative and be proactive rather than simply reactive.


					Understand Internet business expectations.Talk to customers and suppliers. Form a firm picture of what they expect to be the


					Re-evaluate your products and services.

					Change the function of the human resources department.

					Expand current systems to allow outside access.

					Start identifying and tracking your new competitors.

					Develop a Web-centric marketing strategy.

					Start creating digital marketplaces and new intermediaries.

					Instill a digital market management style.

			

			
			
			
			
					Whoever organizes information the most efficiently has the greatest power within the marketplace.

					Most of the early Internet applications focused on organizing sellers into large markets. That has been succeeded by entities like Amazon.Com, which are attempts to organize buyers into large groups. But the greatest long-term value will be those that end up organizing the marketplace between buyers and sellers – the intermediaries who serve as market makers.

					In an electronic marketplace, the journey of a transaction between a seller and a buyer can take any of numerous paths. Therefore, that uncertainty forces everyone to act as efficiently as possible – because it becomes very easy to swap transaction journeys.

					The most common competitive advantage in an electronic marketplace is for a seller to offer a huge selection of products and a configuration engine, by which a specific choice can be made. That ability to sift through a large number of product options is usually the main reason people are enticed to buy in the virtual rather than a real marketplace.

					In the electronic marketplace, it becomes very easy for one virtual market to do business with another virtual market. These cooperative alliances are the means by which substantial additional business can be generated.

			

			
			
					Multibrokers – information brokers / electronic clearinghouses.

					Electronic auction providers.

					On-line support and service providers.

					Professional service outsourcers.

					Multimedia content deliverers.

					Financial transaction brokers – online investment banks.

					Marketplace concentrators and managers.

					Product and service brokers.

					Virtual trading community advisers or managers.

					Digital rights intermediaries.

					Customer information intermediaries.

					Super-intermediaries – who consolidate intermediaries.

			

			
			
			
			
			
			
					Need #1 – Self-service is the best type of service. 

					Need #2 – Efficient information access is expected. 

					Need #3 – Comparative shopping should be simple. 

					Need #4 – Connecting should become universal. 

					Need #5 – Doing business should be entertaining.

					Need #6 – Online customer service and transaction history.

					Need #7 – They expect to be able to pay easily. 

					Need #8 – Online consumers expect micro-transactions. 

					Need #9 – Ongoing information updates. 

			

			Key Thoughts

			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			Main Idea

			
			
			
					Development of a robust functional framework.

					A plan of attack for the key corporate technical issues.

			

			
			Supporting Ideas

			
			
					All information must be converted into digital format and stored on a central server where it is available for searching and downloading.

					The merchant services required to operate a digital storefront – ordering systems, payment mechanisms, product display areas – must be available and operating smoothly.

					A sound transaction management and auditing system must exist – including the establishment of audit trails, authentication and security systems and efficient order processing.

					A payment processing system must be available – which usually needs to be linked electronically to financial service providers, banks, etc.

					A well-oiled order fulfillment system is required, with the capacity to handle:	Soft products – software, information.

	Hard products – physical goods.

	Interactive services – access to information.

	Hybrid products and services.




					The order fulfillment system must be capable of handling all the logistical issues involved.

					A customer service and support system will be needed – to enhance your ability to retain customers and to sell additional products and services.

					A data reporting and analysis capability will be needed – to provide the up-to-date information needed for management decisions.

					A user interface which includes all requisite multimedia components.

					A suitable security framework and protocol to protect the integrity and availability of sensitive information.

					A capacity to integrate new elements into the system in the future – allowing new technologies to be integrated as they become available.

					A distributed design approach – which uses object-oriented programming elements so the system can be re-configured in multiple ways in the future.

			

			
			
					Platform – hardware, software and Internet connection.

					Content – digital creation, design and ongoing enhancement.

					Integration – developing interface between systems.

					Human resources – technical and management.

					Marketing – creating awareness and electronic visits.

			

			
			
					The Internet redefines what is a “legacy system” and what is not for any organization. In essence, anything pre-Internet becomes a legacy system, while anything which is Web-enabled becomes state-of-the-art.

					The Internet is becoming the key Information Technology (IT) platform of choice. That means for most organizations, IT is becoming totally intertwined with the Internet so it is becoming impossible to see where IT ends and the Internet begins.

					The Internet is an open platform. Therefore, every network and desktop environment within the organization needs the ability to integrate with this type of platform.

					By combining the know-how of the corporate Webmaster (component and object technologies) with the competencies of the Chief Information Officer (discipline to deliver high-end mission-critical applications), both can leverage each other’s strengths to accelerate the development of Web capabilities.

					Speed of implementation is an important competitive advantage. Therefore, smart organizations develop generic competencies in areas which are likely to be required by any new electronic commerce project, such as:	Internet security.

	Payment processing.

	Financial transaction management.

	Customer information management.

	Integration with legacy systems.




					The Internet encourages integration and adaption of Web applications rather than building from scratch. Thus savvy organizations stay aware of the Internet based components that are available.

					The Internet lends itself exceptionally well to outsourcing of development projects to outside technology companies. They can build prototypes, operate fully operational models and then transfer the technology when it is up and running smoothly. By using outside developers, your own organization can then focus resources in other areas.

					Since new standards are emerging and gaining importance in the Internet environment constantly, another major area for the organization to work in is gaining expertise in implementing those standards.

			

			Key Thoughts

			
			
			
			
			
			Main Idea

			
			
			
					By calculating the tangible business value created.

					By benchmarking processes, performance and strategy.

			

			
			Supporting Ideas

			
			
					Cost reductions.

					Process simplification.

					Improvement in customer service satisfaction.

					New revenue streams.	By the sale of new products or services; or

	By sales of existing products through the new channel?




					Faster decision making processes.

					What would be the cost of not acting?

					Expansion of corporate know-how.

			

			
			
			
			
			Key Thoughts
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