View metadata, citation and similar papers at core.ac.uk brought to you by X{'CORE

provided by AIS Electronic Library (AlSeL)

Association for Information Systems

AIS Electronic Library (AISeL)

Americas Conference on Information Systems

AMCIS 2000 Proceedings (AMCIS)

2000

Business Model Design and Implementation for
eServices

Rolan Klueber
University of St. Gallen, roland klueber@unisg.ch

Follow this and additional works at: http://aisel.aisnet.org/amcis2000

Recommended Citation

Klueber, Rolan, "Business Model Design and Implementation for eServices" (2000). AMCIS 2000 Proceedings. 139.
http://aisel.aisnet.org/amcis2000/139

This material is brought to you by the Americas Conference on Information Systems (AMCIS) at AIS Electronic Library (AISeL). It has been accepted
for inclusion in AMCIS 2000 Proceedings by an authorized administrator of AIS Electronic Library (AISeL). For more information, please contact
elibrary@aisnet.org.


https://core.ac.uk/display/301342267?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
http://aisel.aisnet.org?utm_source=aisel.aisnet.org%2Famcis2000%2F139&utm_medium=PDF&utm_campaign=PDFCoverPages
http://aisel.aisnet.org/amcis2000?utm_source=aisel.aisnet.org%2Famcis2000%2F139&utm_medium=PDF&utm_campaign=PDFCoverPages
http://aisel.aisnet.org/amcis?utm_source=aisel.aisnet.org%2Famcis2000%2F139&utm_medium=PDF&utm_campaign=PDFCoverPages
http://aisel.aisnet.org/amcis?utm_source=aisel.aisnet.org%2Famcis2000%2F139&utm_medium=PDF&utm_campaign=PDFCoverPages
http://aisel.aisnet.org/amcis2000?utm_source=aisel.aisnet.org%2Famcis2000%2F139&utm_medium=PDF&utm_campaign=PDFCoverPages
http://aisel.aisnet.org/amcis2000/139?utm_source=aisel.aisnet.org%2Famcis2000%2F139&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:elibrary@aisnet.org%3E

Business M odel Design and I mplementation for eServices

Roland Klueber, Institute for Information Management, University of St. Gallen, ro-
land.klueber@unisg.ch

Abstract

Electronic Commerce (eCommerce) is becoming
widely understood in the business-to-consumer market
due to earlier market awareness and success stories like
amazon.com. New challenges lie ahead to extend eCom-
merce business models. One areais the extension of sim-
ple eCommerce shop solutions to offer more integrated
eBusiness solutions and include eServices (Plummer and
Smith, 2000). While lacking required capabilities within
one company, networks and alliances are becoming an at-
tractive meansto achieve that (Chisholm, 1998). A pre-
requisite to reap the potential benefitsisto define an ade-
guate business model that enables decision makers to de-
cide upon these new opportunities. This paper proposes an
initial framework for business models. It appliesit to the
area of eServicesin eBusiness. It aimsto provide both
business executives and researchers with a meansto fa-
cilitate the definition of new business models and to re-
duce uncertainty in eBusiness. Further research should fo-
cus on refining the framework and on providing design
recommendations for business models. Thiswill be
achieved by focusing on in-depth case studies on the de-
sign and implementation of eServices.

Motivation and Focus Area

Since eCommerce or the more encompassing eBusi-
ness are gradually permeating into management practice,
this also spurs arethinking of the foundation of manage-
ment practices and assumptions. This observation can be
supported by the following trends. Asthe emphasisin
eBusiness shifts from resource allocation to resource at-
traction (Hamel, 1999), the evaluation of companiesis
more focused on the future potential of the business
model than on existing revenues. Also, the wide availabil-
ity of money and information combined with little time
and location constraints gives rise to new business mod-
els. Next to scarce human resources, the effective man-
agement of time becomes an increasingly important suc-
cess factor (Stalk and Hout, 1990; Stalk, 1999) to survive
in eBusiness. Finally, when considering that “ Relation-
ships are one of the most valuable resources that a com-
pany possesses’ (Hakansson, 1987, 10) this enables
multi-optioning (Brown and Eisenhardt, 1998) and part-
nering in networks as vital responses to manage the re-
quirements of future eBusiness.

The proposed research will focus on business models
evolving for eServices in the business-to-business area.
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EServices are defined as I nternet-based applications and
services, which are offered as individual

products or services to solve a specific business need that
seamlesdly integrates with the (business or private) cus-
tomer's processes. They derive their value from digital
value creation and may include physical elements and/or
other eServices (recursiveness). An aggregator of eSer-
vices for electronic procurement may bundle many differ-
ent eServices like trusted 3" parties, infomediaries (Hagel
and Armstrong, 1997) and other eService providers. Such
eServices may build a new infrastructure to facilitate en-
trepreneurship, virtual organizing and seizing new oppor-
tunities (Klueber et al., 1999).

Resear ch Framewor k

The research is conducted with action research
(Checkland and Holwell, 1998) using methods that help to
understand which goals, business rules, and logic compa-
nies pursue and which networks they form. The choice of
companies is focused on those who participate in the
Competence Center for Business Networking®, which fa-
cilitates access to people and information as well as low-
ers barriers of trust. Close collaboration with practice en-
ables a research process to study socio-technical phenom-
enain which “the researcher enters a real-world situation
and aims both to improve it and to acquire knowledge.”
(Checkland and Holwell, 1998, 9).

Preliminary results were obtained by starting with a
problem definition based on input from practice. It was
refined by an understanding gained from desk research,
which then got employed to the rea life situations in
semi-structured interviews and workshops in a cyclica
process, which led to results like working papers to
document the process and the results.

The area of concern (Checkland and Holwell, 1998) is
to better understand the rules, motivations and business
logic that work in the environment of the cases. This
forms the basis to present them in an inter-personal under-
standable and sharable form for internal members, part-
ners and customers as prerequisite for actions towards
winning them. At this early stage an explorative attempt
(Yin, 1994) supported by action research methodsis
made.

! Initiated by the I nstitute for Information Manage-
ment, University of St. Gallen (www.ccbn.unisg.ch)



Purpose and Elements of Business M odels for
eServices

The importance of business models arises from at least
four purposes. Firstly, in an early phase they serveasa
structured approach to guide idea generation. Secondly,
they are required as planning tools to define a business
plan and implement it. Thirdly, they are a communication
tool to initiate action internally, with partners, customers
and other stakeholders. Finally, due to their compact na-
ture business models facilitate comparisons between
companies.

Definitions of business models are wide and broad like
a“flow diagram connecting all the elements of avalue
chain linking producers, distributors and consumers,
showing the flow of goods and services in one direction
and the flow of money in the other” (Frezza, 1998). The
proposed Business Model builds on the framework pre-
sented by Timmers (1998) for Internet eCommerce. His
three elements of a business model are (1) the (business)
architecture for product, service and information flows (2)
description of potential benefits (3) description of the
sources of revenues. These have been extended to include
the business models of networks, to achieve a clearer con-
sideration of the IS dimension for eServices, and to add
the underlying rules, which externalize the inter-personal
understandabl e logic of the business model.

Business models are defined as summary of the value
creation logic of an organization or a business network in-
cluding assumptions about its partners, competitors and
customers. They define the business and | S architecture,
rules, potential benefits and the sources of revenue.

Business Architecture describes the value creation of
the product and/or service offered by describing the logis-
tics, finance and information flows. It also coversthe
business actors and roles of the partners. The underlying
combination of competencies follows an analysis based
on aframework for eServices (Klueber et al. 1999).

Rules describe the value creation logic the businessis
based on. Rules include the business logic (Drucker 1994)
as well as the underlying assumptions and beliefs defined
inimpact diagrams. This serves as communication tool,
input to design cooperation contracts and to monitor the
viabhility of the business model.

IS Architecture is a supportive but constituting ele-
ment to enable the Business Architecture and Business
Rules for eServices. It contains two elements to facilitate
standardization and increase computability (cf. Osterle et
al., 2000): The Business Bus defines the set of standards
for data (e.g. cXML), protocols (e.g. SSL), processes and
interfaces required. The Business Port implements the
link to other partners. It contains applications to facilitate
the exchange of information between organizations based
on standards defined in the Business Bus. Examples are
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IBM’s MQSeries and EAI-tools needed to participate in
business networks.

Potential Benefit is described by listing quantitative
(time and cost) and qualitative (flexibility, quality, knowl-
edge) elements. It addresses partnership behavior and
win-win analysis (cf. Doyle and Parker, 1999).

Sources of Revenue define the model for revenue gen-
eration. Some examples are transaction-based fees, li-
censes, membership fees etc.

The business model can be viewed from the perspec-
tive of asingle eService provider as well as from the
business network. The eServices provided are defined by
their content (e.g. auction service as an eService to facili-
tate inter-organizational coordination) and their integra-
tion based on the standards used and implemented via
Business Ports to integrate them with the processes and
applications of the eService users (cf. Osterle et al.,
2000). These five elements are a preliminary result of re-
flections based on two cases that served as abasisto de-
velop this framework. Elements of one of them are briefly
described below.

Application of the Proposed Business Model
for eServices

Figure 1. Generic impact diagram of eServices

Geographical
reach

Multi language

Competition
Access to clients

More Service
Offers

Value of eService

5 Innovation
(customer benefit)

Law of Investments

increasing
returns

Multiplicator

Strong
+y positive
impact
Strong
negative
impact

Alliances

Flexibility
Co-operation effects
Usage of external Standards

Networkability

=

The case of an I T-service integrator partnering with an
eMarket provider contributed to the definition of this
framework. Together they offer auctions and bidding ser-
vices and alow legally binding transactions via the eMar-
ket to be directly enacted in the enterprise resource plan-
ning systems of buyers and suppliers (Klueber, 2000).

The generic rules (see Figure 1) were used to highlight
the interdependencies and the importance of timely ac-
tions and served as one foundation to develop the business
model for this specific cooperation.



The central circle consists of the value of the eService,
network effect (Hagel and Armstrong, 1997, 51),
(Buxmann, 1996), which helps to achieve the critical
mass (Buxmann, 1996), (Downes and Mui, 1998, 24) to
realize increased efficiency. They require fast and early
actions as they represent a self-enforcing circle. Thisis
even intensified by the law of increasing returns (Hagel
and Armstrong, 1997, 42) and possible positive coopera-
tion effects. This self-enforcing circle can lead to higher
revenues and new future potentials of expanding the
eService. The time pressure is emphasized by the fact that
not many companies are able to set de-facto standards and
can combine a critical mass of users as well as suppliers
and partners for one eService category.

The Business Ports are realized with an EAI tool and
services of the I T-service integrator that contains data
mapping and messaging functionality. It links eMarket
customer’s SAP R/3 systems with the eMarket and ex-
tends the eServices offered from the information and con-
tracting phases of transactions towards the settlement
phase (Schmid and Lindemann, 1998).

Conclusion and Future Research

The evolving eServices define a challenging new field
for research within eBusiness. To facilitate the develop-
ment and use of eServices, the proposed structure and
content for business models for eServicestries to address
critical elements and present them in an inter-personal
understandable way.

The goal for further research will be to refine the first
findings, and compare and evaluate business models.
Also, to analyze and support their implementation process
will be a central element. To achieve that, the scope of the
research will be extended. It will start with an analysis
and description of required resources and capabilities
(Stalk et a., 1992) in order to facilitate the choice of busi-
ness partners. The test of applicability and adaptation or
enhancement of the Business Model for eServicesin other
eServices will be performed within new collaborative
eService projects within the Competence Center for Busi-
ness Networking. For example the roles of eService pro-
viders on different content levels (Klueber et al., 1999),
trusted 3" parties, aggregators and integrators (Ticoll et
al., 1998), and their interplay will be analyzed. Next to
the further application of the framework, the forming of
the business model for the network, the process of trans-
forming the business models into business plans, commu-
nicating it to customers and finally turning it into running
eServices (see Figure 2).

This should lead to insights on how business models
support successful practices for defining business plans
for eServices and what suitable procedures for implement-
ing and running eService are.

799

Figure 2 — Research Agenda

Competitor, Resources &
Capabilities Analysis

Business Model | -
(Partner A) Nl Business Model
(Business Network)

=

Current
Research
Focus

I

\

Business Model
(Customers)

Business Plan

Future Research

Focus )
Implementation Plan

1

Running eService(s)

References

Brown, S.L. and Eisenhardt, K.M. Competing on the
Edge: Strategy as Sructured Chaos, Harvard Business
School Press, Boston, 1998.

Buxmann, P. Standardisierung betrieblicher Informa-
tionssysteme, DUV, Wiesbaden, 1996.

Checkland, P. and Holwell, S. "Action Research: Its Na-
ture and Validity," Systemic Practice and Action Re-
search, (11:1), 1998, pp. 9-21.

Chisholm, R.F. Developing Network Organizations:
Learning from Practice and Theory, Addison-Wesley,
Reading, Mass., 1998.

Downes, L. and Mui, C. Unleashing the Killer App: Digi-
tal Srategiesfor Market Dominance, Harvard Business
School Press, Boston, 1998.

Doyle, M. and Parker, B. "Achieving Supply Chain Ex-
cellence by Balancing the Economies of Production with
the Economics of Cooperation,” in Achieving supply
chain excellence through technology H.L. D. L. Ander-
son, B. Herboldet al. (ed.), Montgomery Research, San
Francisco 1999, pp. 244-247.

Drucker, P.F. "Theory of the Business," Harvard Business
Review, (72:3), 1994, pp. 95-104.

Frezza, B. "It's Time to Examine Y our Comany's E-
Business Model," Internetweek, (22.06.1998), 1998, pp.
42.

Hagel, J. and Armstrong, A.G. net.gain - expanding mar-
kets through virtual communities, Harvard Business
School Press, Boston, 1997.

Hakansson, H. (ed.), Industrial Technological Develop-
ment, Routledge, London 1987.

Hamel, G. "Bringing Silicon Valley Inside," Harvard
Business Review (September-October), 1999, pp. 71-84.

Klueber, R., Alt, R. and Oesterle, H., Emerging Electronic
Services for Virtual Organizations - Concepts and
Framework, in: P. Sieber and J. Griese (eds.), Workshop



on Organizational Virtualness and Electronic Commerce,
Simowa, Zurich 1999, pp. 183-204.

Osterle, H., Fleisch, E. and Alt, R. Business Networking:
Shaping Enterprise Relationships on the Internet,
Springer, Berlin, 2000.

Plummer, D. and Smith, D., E-Services: Arethey really
the next 'E'?, Gartner Group,
www.gartner6.gartnerweb.com/public/static/hotc/hc00867
67.html, access date 13.03.2000.

Schmid, B. and Lindemann, M., Elements of a Reference
Model for Electronic Markets. in: R.W. Blanning and
D.R. King (eds.), 31st HICSS, (1V), Hawaii 1998, pp.
193-201.

Stalk, G., Jr. and Hout, T.M. Competing Against Time,
Free Press, New York, 1990.

800

Stalk, G., Evans, P.B. and Shulman, L.E. "Competing on
Capabilities: The New Rules of Corporate Strategy," Har-
vard Business Review (March-April), 1992, pp. 57-69.

Stalk, G., Are you on Digital time?, Fast Company, (Feb-
ruary-March), 1999, pp. 114-118.

Ticoll, D., Lowy, A. and Kalakota, R. "Joined at the Bit -
the Emergence of the E-Business Community," in Blue-
print to the Digital Economy - Creating Wealth in the Era
of E-Business D. Tapscott, A. Lowy and D. Ticoll (eds.),
McGraw-Hill, New Y ork 1998, pp. 19-33.

Timmers, P. "Business models for Electronic Markets,"
EM - Electronic Markets, (8:2), 1998, pp. 3-8.

Yin, R.K. Case study research - design and methods, 2nd
ed., Sage, London, 1994.



	Association for Information Systems
	AIS Electronic Library (AISeL)
	2000

	Business Model Design and Implementation for eServices
	Rolan Klueber
	Recommended Citation



