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An e-Business Model Ontology for Modeling e-Business

After explaining why business
executives and academics should
consider thinking about a rigor-
ous approach to e-business mod-
els, we introduce a new e-
Business Model Ontology. Using
the concept of business models
can help companies understand,
communicate and share, change,
measure, simulate and learn
more about the different aspects
of e-business in their firm. The
generic e-Business Model Ontol-
ogy (a rigorous definition of the e
-business issues and their inter-
dependencies in a company’s
business model), which we out-
line in this paper is the founda-
tion for the development of vari-
ous useful tools for e-business
management and IS Require-
ments Engineering. The e-

Model
based on an extensive literature

Business Ontology is
review and describes the logic of
a “business system” for creating
value in the Internet era. It is
composed of four main pillars,
which are product innovation,
management,
customer relationship and finan-

infrastructure

cials. These elements are then

further decomposed.

e-Business Model @
"Business model" is a
buzzword with no
commonly accepted
meaning. In this pa-
per we try to

change this, to de-
fine the concept and
to show that busi-
ness models repre-
sents a way of im-
proving doing busi-
ness under uncertainty. As ex-
plained by Petrovic et al.
(Petrovic et al., 2001), a business
model describes the logic of a
“business system” for creating
value, that lies behind the actual
processes. In this paper we use
the following working definition
for business models, which will
serve as a starting point for the
more rigorous and detailed e-
BMO. A business model is noth-
ing else than a description of the
value a company offers to one or
several segments of customers
and the architecture of the firm
and its network of partners for
creating, marketing and deliver-
ing this value and relationship
capital, in order to generate prof-
itable and sustainable revenue
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Therefore we suggest
adopting a definition
which emphasizes on
the following issues
that a
model has to ad-

business

dress:
e [Product innova-
tion] What business

@))©

\(O\( the company is in,

the product innova-
tion and the value proposition
offered on the market.
e [Customer relationship] Who
the company's target customers
are, how it delivers them the
products, and how it builds a
strong relationships with them.
e [Infrastructure management]
How the company efficiently
performs infrastructure or logis-
tics issues, with whom, and as
which kind of virtual enterprise.
and finally,
e [Financials] What is the reve-
nue model (transaction, subscrip-
tion/membership,  advertising,
commission, licensing) and the
cost model (cost of goods sold,
operating expenses for R&D,
sales and marketing, general and
administrative)?




To establish a
Web presence,
you need to
accomplish these
tasks in order:
1. Read about
the technology
you need to
achieve a Web
presence.

2. Learn about
what needs to
happen before
one Web page is
produced.

3. Learn about
the process of
developing a
Web site.

4. Look at ways
to publish the
site to ensure
that people visit
it.

5. Understand
which products
allow you to
build a Web
presence
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Building e-business sites: Phased approach

There is no written rule
that you have to follow
certain steps to develop *
an e-business site and add
functionality to it. How-
ever, there is a common
or typical pattern in grow-
ing an e-business Web
site. The pattern is a
change, not just in terms
of size, but in terms of
functionality. In  other
words, an e-business site evolves
through phases:

y =~ * Phase 1: Web presence
® Phase 2: Dynamic site

e Phase 3: Transactional
site

- Business to customer
(B2C)

@ - Business to business
(B2B)

This development model
is not fixed. Usually cus-
tomers move through the
Web presence phase
quickly. Earlier in the e-business
wave, having a Web presence

Step-by-step guide for building a Web presence site

Establishing a Web presence

This section provides informa-
tion that is necessary to establish
a Web presence. With this infor-
mation, you will be able to pub-
lish a Web site to convey infor-
mation about your company,
products, and services. Millions
of Web viewers can access infor-
mation about your company and
products through their Web

R

different kinds of
Web sites: Inter- \

net, intranet, and

browser.
There are three

extranet.

All three use the same technol-
ogy. The difference is who can
see the information. On the
Internet, everyone with Internet
access can view your Web pages.
On an intranet, only people
within your company can view
the information. On an extranet,
only people your company works
with, for example suppliers and
distributors, can access the Web
site. The type of information to

publish on the Web site deter-
mines the type of Web site
Technology and architecture
definitions.

1 Web site

A Web site is a linked collection
of Web pages in an organized
structure that resides on a Web
server. The Web site is identified
by a Universal Resource Locator
(URL), which is the Web address,

through a Web

vV

\S browser.
z 2 Web pages
I\ pag

Web pages dis-

play text and
graphics through Web browsers.
Create these pages in HTML, or a
combination of HTML and XML,
because each are markup lan-
guages. Then, add CGls and
JavaScript to add interactive
functionality to the Web pages.
Pre-site considerations: Plan-
ning the site
Determining the site's purpose
Before you code one page of
HTML and place it onto the
World Wide Web, you need to
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meant being “online” on the
Internet. Today this is not nearly
enough. Most companies skip
right past Web presence. For
example, you can start into e-
business by building a transac-
tion site, such as an online shop-
ping store for the classic B2C,
and then move on to a dynamic
site.

It is the same phase used in
many other documents, whether
hardcopy or online. It is our be-
lief that you will see this pattern

realize what the Web means to
your company. It means a global

presence. Your Web site and
information about your company
and its products are viewable by
millions of people all over the
world. A Web site that is created
well is important to your com-
pany's image.

Answer the question: Why do
you want a Web site? Consider
these criteria:

¢ Do you want to inform people
about your products and per-
suade them to place orders?

¢ Do you want to persuade other
businesses to do business with
your company?

¢ Do you want to inform people
about your company?

e Do you simply want to be on
the Web because everyone else
is?

Thoroughly understand every
reason why your company wants
a Web site.

Translate those reasons to state
a purpose.
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B2B: Transforming business processes for e-business

First, what is B2B? What is e-
business? Are they related or
even the same thing? What do
they have to do with business
transformation? Let’s start the
argument by attempting to de-
fine e-business appropriately.
Some have defined e-business as
“every sort of business you con-
duct over the Web.” Maybe oth-
ers focus on the “e” portion of e-
business.

For example, let’s say an auto
maker has published their Web
site to advertise new models,
their company, and various
events around the world that
they sponsor. The site is always
refreshed with the current infor-
mation on a daily basis. Can you
call this e-business?

According to the first definition,
yes, you can. But does it impact
the “business” in a critical fash-
ion? Can the company afford for
the site to go down for a couple
of hours? How about a couple of
minutes? Can it ever afford to
lose the online service at all? If
it's going to be an e-business
site, the answers to these ques-
tions should be “yes”. If the an-

e-marketplace model
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The third emerging B2B model is
the wave of the future. This
model is also known as many-to-
many, metamarkets, EcoNets,
online marketplaces, and others.
We refer to these markets as

swer is “no”, it is not an
e-business. @
What is business trans-
form? It is the process
of extending the power
of the existing applica-
tions set to your Inter-
net, intranet, and extra-
net audience so that
they can access the core
applications set, basi-
cally at their finger tips
through a Web browser.
This introduces new layers of
application processes such as:

e Supply Chain Management
(SCM): For your suppliers’ audi-
ence to access your core

e Customer Relationship Man-
agement (CRM): For your cus-
tomers’ audience

* Business Intelligence (Bl): For
your internal staff such as sales,
planning, marketing, and busi-
ness  executives, and e-
commerce, which allows your
customers and business partners
to purchase your goods and
track orders over Internet

Our definition of e-business is to
“transform key business proc-
esses by leveraging traditional IT

“hubs and spokes”.

Types of e-marketplaces include
online auctions, exchanges, and
vertical portals. The iSeries
server is a natural for filling the
role of the e-marketplace

hub because of its reliability,
scalability, and security
strengths. However, you should
also recognize that the iSeries (or
AS/400e to be more correct in

the historical sense) already lives
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and Internet technolo-

@ gies”. This is exactly

e what we mean by B2B.
It is why and how you
should transform the
business processes.
Before we continue,
let's summarize some

@})6 of the terminology:

\ e Synonyms referring
© to existing business
applications are:

- Core Business Solution

- LOB (Line-Of-Business)

- Back-end application

- ERP system

- Transactional system

¢ Extending the existing business

application to an Internet audi-
ence includes the terms:

- e-business

-B2B

- Business transform

Of course, each of these names

carries its own meaning. Maybe
it is not fair to generalize these
names and group them together
as if they are really all identical.

But remember we are talking at

a conceptual level, and at that

level, they make sense.

and prospers in the traditional
spokes of business. Businesses
require robust, efficient software
that enables the spokes to con-
nect to multiple hubs.

In B2B
computing,
there are three
emerging
models. They
are represented
in:

e Buy-side

e Sell-side

e e-marketplace
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Integration of Bargaining into E-Business Systems

Despite the fact that bargaining
plays an important role in busi-
ness communications, it is
largely neglected in e-business
systems. In this paper a concep-
tual model that integrates bar-
gaining into
business systems will be devel-
oped starting from an informal
characterisation of the bargain-

web-based e-

ing process.

Bargaining can be formalised as a
two-player game, and integrated
with the co-design approach for
the design of web information
systems. In this way bargaining
games are played on parameter-
ised story spaces, such that each
move of a player adds con-
straints to the parameters. Each
player follows a strategy for
making moves,
strategies are characterised by
highly-ranked agreements.

In e-business systems the role of
one player will be taken

and winning

by a user, while the system plays
the other role. This may be ex-
tended to a multiple-player
game with more than one single
human player, e.g. if bargaining
becomes too critical to leave it
exclusively to a system.

In a typical commerce situation a
customer may enter into bar-

gaining over the total price of an

order several
goods, each with its particular
quantity. The seller might have
indicated a price, but as the or-

der will lead to substantial turn-

consisting  of

over, he is willing to enter into
bargaining.

The goal of the purchaser is to
reduce the total price as much as
possible, i.e. to bargain a maxi-
mal discount, while the seller
might want to keep the discount
below a certain

threshold. Both parties may be
willing to accept additional items
added to the order for free. This
defines optimal and acceptable
outcomes for both sides.
However, none of the two par-
ties may play completely with
open cards, i.e. the seller may try
to hide the maximal discount he
could offer, while the purchaser
may hide the limit price he is
willing to accept. Both parties
may also try to hide their prefer-
ences, e.g. whether an add-on to
the order or a discount is really
the preferred option. It may
even be the case that adding a
presumably expensive item to
the order is acceptable to the
seller, while the latitude for a
discount is much smaller, e.g. if
the add-on item does not sell
very well. So, both parties apply

their own strategies to achieve
the best outcome for them.

The bargaining process then
consists of making offers and
counteroffers. Both offers and
counteroffers narrow down the
possible outcomes. For instance,
an offer by the seller indicating a
particular discount determines
already a maximal price. The
purchaser may not be happy
with the offer, i.e. the price is
not in the set of his/her accept-

¥+
therefore

request a *

able out-

comes,

larger  dis-
count. Bar-
gaining first
moves into
the set of
mutually
acceptable
outcomes,
finally

achieves an
agreement,
i.e. a contract. Bargaining out-
side the latitude of either party
may jeopardise the whole con-
tract or require that a human
agent takes over the bargaining
task




