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Activity 7 E-business (Business Model Nuts&Bolts)
Question 1:
On-Sale:  
Critical business pressures that forced the company to change its strategy: 
· margins started to fall because of increasing competition 
· parts for older equipment became too difficult to obtain 
· declining availability of excess  and refurbished  computers, because computer manufacturers became more skilled in inventory planning. 
The critical factors that determined success (old strategy):

· they provided quite god equipment for very low price at the beginning of the On-Sale existence
· provides new and actual offers, using the Internet technology to stimulate more bidding.
After mentioned problems On-Sale changed their strategy, they reverted to selling new equipment, and the they sells it at lowest possible price – selling goods with small fees, but due to high volume of sells it is very profitable. They decided also not to retain any inventory and thanks to it they kept the costs lower (service atCost). They started also to sell web site advertising at favorable rates. They plan to control costs and keep it very low by not retaining any inventory.
Another change in strategy was enabling sell Web site advertising at favorable rates.
Buy.com:
Critical business pressures that forced the company to change its strategy: 
· success of the company was a critical factor which pressure the change of strategy – after that they extended their activity to selling computers, books, music and videos

The critical factors that determined success (old strategy):

· the first strategy was based on selling at lower price than competitors
· using Internet technology checked automatically prices of their competitors and in case the had lower prices Buy.com mad its prices even lower. 
Nowadays Buy.com have not inventory, they fills the order in the day of order, and have the ability to sell lot of advertising on their Web pages.

Question 2:

I think that in both companies we can observe the transition of value chain model towards the value net model, it’s due to changes in the way of doing business.

Question 3:
Porter presumes that the essence of a strategy is the choice of way for gaining competitive advantages, and suggested three generic strategies: the differentiation strategy, the low-cost leadership strategy and the focusing strategy. 

· differentiation strategy emphasizes competition with a unique product on the entire market. In this case, the company has been developing an entirely new product in order to differentiate itself from its competitors, or improving an existing product by differentiating it from similar competitor products by design, usage characteristics, taste, etc. 

· low-cost strategy prices are the dominant mean of competition, customers change product preferences easily due to lower prices, or customers possess extensive bargaining power
· focusing strategy emphasizes competition focused on a specific market segment being implemented either by a unique product, or by low product costs. This means selective offering on selective markets. It can be realized by the low cost strategy, by the differentiation strategy, or by their combination
OnSale.com uses  strategy of selling  its products at very low costs - profits comes from added small fee per product but selling high volume of products. 

Buy.com started with focusing strategy, and when the company brand became known, their started to sell another products in different market segments.
Question 4:
I think that  the strategy of completely eliminating all value added services can be right, especially for customers for which the lowest price is the most important.
Question 5:
I think that this approach is right, that should increase the probability of visiting our sites, more different market segment portals should increase the total revenue from advertisements.
Question 6:
In my opinion in the long–term,  existence of those companies will bring to decrease prices of products to lower possible level, due to effect of scale – much more of maybe not so profitable transactions will generate huge profit to those companies.
Question 7:
Both of those companies generates revenue by selling products, and by selling advertisements on their pages.

Question 8:
E-business strategy in comparison with old economy strategy requires fast, almost immediate service, is not so narrow market oriented, less repeatable approach.
