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ABSTRACT

Shareholder, competitor and consumer pressures have motivated organisations to
embrace various aspects of electronic business for the purposes of efficiency and
effectiveness. The complex and rapidly changing montage of emerging and converging
technologies that together make up ebusiness capability at a point in time, inhibit the
crystallisation of a clear model for managers to follow. As electronic connections
between customers and suppliers increases in frequency and complexity, research in
this area is becoming increasingly important in an effort to better understand the
impact electronic networ ks have on buyer-seller relationships and business networks.

This paper examines recent exploratory research carried out with senior managers in
the Australian telecommunications and banking industry in an effort to better
understand perceptions of the impact of ebusiness developments on the effectiveness
and efficiency of their industries and organisations at a point in time. Research findings
are used as a basis to develop prescriptive guidelines in the form of a matrix that is
intended to guide the efforts to develop ebusiness capability according strategic or
operational initiatives.
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INTRODUCTION

Electronic commerce (EC) is about the exchange of digitised information between
parties. This may represent communication between two parties, co-ordination of the
flow of goods and services or the transmisson of eectronic orders (Rayport and
Jaworski 2001)

If electronic commerce relates to transactions, eectronic business (ebusiness, or EB)
takes a more haligic perspective with this definition; “Any Internet initiative (Tactical
or strategic) that transforms business relationships, whether those relationships be
business-to-consumer, business-to-business, intra-business or even consumer-to-
consumer” (Hatman and Sifonis 2000). Moving beyond the Internet, a broader
definition of ebusiness has been suggested by Laudon and Traver ( 2002 ); "the digital
enablement of transactions and processes within a firm, involving information systems
under the control of the firm”



Advancements and convergence of the technologies of dectronic networks have
provided firms with the incentive to use these channds as communication and
digribution conduits in their dedings with other businesses (business to busness) and
the end consumer (busness to consumer). Electronic business-to-business transactions
in 2001 were edimated a US$700 hillion with busness exchanges of dl kinds
edimated at US$12 trillion. The busness-to-consumer transactions estimates have been
much smaller by contrast at US$65 hillion (Laudon and Traver 2002).

Shareholder, competitor and consumer pressures have motivated organisations to
embrace various aspects of dectronic business for the purposes of efficiency and
effectiveness. The nature and rate of adoption of the emerging ebusness technologies
and draegies will be of condderable interest to managers who will be progressively
looking to improve operating efficency and effectiveness in marketing networks as well
as communication and didribution channels which together make up vitd supply
chains.

This paper will examine some recent exploratory research caried out with senior
managers in the Audrdian tdecommunications and banking indudry in an effort to
better understand perceptions of the impact of ebusness developments on the
effectiveness and efficiency of ther indudries and organisstions a a point in time
(Perrott 2001). Telecommunication companies where chosen because of the key role
they play in providing capability and connectivity to potentid EB users. Hence senior
managers in these companies should have an understanding of current EB issues.

Banking companies where chosen because of the high potentid benefits that could be
gained from ebusness drategies. Electronic banking has superior cost and marketing
advantages over traditiond branch banking networks. It was therefore considered that
senior bank managers would be highly conscious of the issues surrounding the adoption

of ebusiness drategies.

RESEARCH METHODOLOGY
As the research objective was to uncover manager’s perceptions of issues relaing to the
development of eectronic busness and networks, quditative research methodology was
used. The research approach was through semi-sructured in-depth interviews of about

one hour duration. Senior managers in the sdected companies were chosen on the basis



of the likdy effect of EB on thar functiond responshilitiess One or two researchers
present at each interview gathered data via note taking and audio recording of the
interview. Data anadyss was undertaken usng the software program NUDIST Power
verson, revison 4.0.
Research included 16 in-depth management interviews in 5 tdecommunication related
organisations (including the largest operators in Audtrdia, Telsra and Optus, and in
New Zedand; Clear, Tdecom NZ, EFSPOS. On the user sde, 10 in-depth interviews
were conducted in the two largest Austraian banks (Westpac and NAB).
Interview prompt questions were focused firsly on issues externd to each organisation
in the genera economy, and secondly on issues indde the organisation. Externd and
generd probes included the following;

defining EB and EC

driversof EB

inhibitors to the adoption and growth of EB

benefits of EB to society

costs of EB to society

the impact of EB on the industry structure and dynamics
Internal 1ssues included;

the organi sations gpproach to EB

thevison for EB

factors driving the move to EB

factorsinhibiting the move to EB

what are the effects of EB on the organisation

what are the critical capabilities needed to meet EB objectives

extent of involvement in EB

who isdriving EB
This paper draws on the research findings from the second cohort of probes, Interna
Issues. These questions focused on the impact of ebusiness on their own organisations.
Effects of EB on the Organisation
Two specific questions were asked to which open responses were noted and recorded;
“What are the effects of EB on your organisation?” and,

“What other comments do you have on EB and how it relates to your organisation?”



Rationde for probing this topic was to better understand managers perceptions in the
following aress,
how devdopments in EB ae dffecting the dructure and dynamics of an
organisation
identification of important issues which impact on the eficency and
effectiveness of an organisation
identify different approachesto actioning EB direction
to contragt different opinions of the how EB isimpacting on organisations
The consolidated responses by both telecommunication and bank senior managers to
these open ended questions are listed in Table 1 in order of frequency of response;

Table 1. Consolidated responses; telecommunication companies and banks

| ssue mentioned by respondent Response Pattern
Market pressures are forcing EB 11 out of 26 interviews
EB as anew way of doing business 12 out of 26 interviews
New Processes needed to manage EB 11 out of 26 interviews
Leves of successin implementing EB 6 out of 26 interviews
Staff capabilities needed for EB 7 out of 26 interviews
Speed to market through EB 4 out of 26 interviews
Cost Reduction/profit/revenue from EB 3 out of 26 interviews
Customer impact 3 out of 26 interviews

Resear chers Comments and Observations
The three most critical issues when looking a the consolidated responses for both
telecommunication companies and the banks were;
Seeing EB as a new way of doing business (mentioned inl12 out of 26 combined
responses)
New business processes were needed to manage EB effectively (mentioned in 11
out of 26 combined responses)
Market pressures were forcing companies to become EB enabled (mentioned in
11 out of 26 combined responses)
In an effort to understand the different priority issues between telcos and banks, the
magjor issues are contrasted in order of frequency of mention by respondentsin Table 2.



Table?2

Priority Issues for Telcos Priority Issues for Banks
Seeing EB as anew way of doing Market pressures were forcing
business companies to become EB enabled
New business processes were needed New business processes were needed
to manage EB to manage EB
Market pressures were forcing Need changesto staff capabilitiesto
companies to become EB enabled handle EB successfully
Levels of success needed in Need to share knowledge between
implementing EB strategies people to gain advantage

The notable difference between the two groups was that the banks have felt the need for
EB enablement because of market pressures by way of competitive pressures from other
banks as they race to reduce operating costs and improve customer reach and service
dandards with emerging EB drategies. Telcos primary focus was on seeing EB as a
new way of conducting business. There was agreement between telcos and banks on the
second listed priority of developing new processes to manage EB.
From the openrended responses, some of the more sgnificant issues included the
fallowing;
a) Fromtelcos,
the incentives to embrace EB included the reduction of operating costs and
hence enhance profit margins, and the opportunity to improve market reach and
penetration by providing improved customer vaue
that the life of assets would be reduced as accelerated redundancies occur with
the rgpid changes in technologies supporting EB enablement
in order to survive, companies had no choice other than to progressvely and
urgently follow an EB enablement path. The naure and pace of EB change is
often set by key competitorsin an industry.
it is usudly difficult to assess the financid returns that EB projects will yidd.
This crestes a problem in dlocating funds between EB investments and other
business investment opportunities where the returns can be assessed with grester
certainty.
b) From Banks
EB is seen to present the opportunity for greater transfer of knowledge between
daff asthey discussimplications of EB developments.



EB may change the dructure and nature of the banking industry as competitors

may emerge from non-traditiona sources.

it is usudly difficult to assess the financid returns that EB projects will yidd.

This creates a problem in dlocating funds between EB investments and other

busness investment opportunities were the returns could be assessed with

gredter certainty.

here is aneed for achange in saff skillsin order to embrace EB effectively

there is executive fear of the unknown in trying to come to terms with EB

there is a need for more middle management commitment in accepting and

expediting EB change

time to implement EB changeis criticd as there is competitive urgency
Dimensions of Effectiveness and Efficiency
Incentives to use dectronic channds may teke the form of potentid benefits in
efficiency and effectiveness. Economies in eectronic communication and digtribution
transactions can subgtantially reduce the costs of business operations. The richness of
those connections is aso enhanced with the potential for interactive, persondised and
asymmetric relaionships. There is dso the ongoing potentid to improve the reech to
new supply sources and customers usng the fast growing eectronic network (Evans
and Wurgter 2000). In redity, most firms will need to plan marketing Srategies for both
traditiond or “place’ aspects of the busness, and the fast developing dectronic or
‘space” dimensions of the business (Rayport and Siviokla 1994). Both approaches need
to be co-ordinated in a cogt effective manner whilst providing the customer with an
effective and integrated solution.
Some analyss was caried out in an attempt to examine the results in terms of primary
moativation for adopting eectronic business approaches. This was looked a in
dimensons of efficiency and effectiveness.
Stating from basic definitions, the Oxford Dictionary (Fowler and Fowler 1964)
defines effective as “having an effect”. In an attempt to add darity to this meaning the
word effectual is listed as “answering its purpose’. For efficient, the dictionary provides
“productive of effort”. For efficiency the explanation is given as “the ratio of ussful
work performed to the total energy expended’. In another attempt to add clarity to the
definitions of effectiveness and efficiency they may be defined asfollows,



Effective - doing the ‘right’ things
Efficient - doing things right
If we make the assumption that the above research responses could fal into one of three
posshle classfications in terms of motivation to adopt EB drategies or gpproaches,
namely; for purposes of efficiency, effectiveness or for reasons external or exogenous to
the organisation. Usng this as a classfication framework, the main responses can be
classfied asfollows,
For the top three responses in terms of level of response of dl 26 respondents from
both the banks and telcos (ie those which were mentioned by 11 or 12 of the 26
respondents - refer Table 1);
Efficiency

Nil
Effectiveness

EB asanew way of doing busness(No 2in Table 1)

New Processes needed to manage EB (No 3in Table 1)
Exogenous

Market pressures forcing EB (No 1in Table 1)
When all eight responses ae included in the andyds the following dratification

results;
Efficiency
cost reduction/profit/revenue from EB (No 7 in Table 1)
Effectiveness
EB asanew way of doing business (No 2 in Table 1)
new Processes needed to manage EB (No 3in Table 1)
levels of successinimplementing EB (No 4 in Table 1)
daff cgpabilitiesfor EB (No 5in Table 1)
customer impact (No 8in Table 1)
speed to market through EB (No 6in Table 1)
Exogenous

market pressuresforcing EB (No 1 in Table 1)



From this andyds, it can be seen tha the primary driving motivation for adopting EB
drategies are rdlated to improving the effectiveness of the business unit, ie doing things
better or differently.

Ancther invedtigation showed the growing importance of effectiveness in atempting to
asxess maketing performance. The Chartered Inditute of Marketing in the UK
commissoned the London Busness School to examine the return on marketing
expenditure in the financid services indudry. In effect, they were invited to determine
the efficency of marketing expenditure in terms of the increased profits it contributed.
They were not able to do so in the sample because of lack of data. The firms themsaves
could not do s0 ether. What was found was effectiveness, by and large firms were
achieving the targets in ther plans. Competitive firms were winning because they were
setting different targets ie metrics. In the Metrics project research they dso found that
management was increasngly assgning more importance to effectiveness rather than
efficiency (Ambler 2000).

STRATEGIC IMPLICATIONS
Managers in an organisation who decide on EB enablement drategies a a point in time,
will be motivated by the opportunities it presents in terms of improving the business
operation effectiveness, its efficiency, or perhaps both. It has been suggested that
actions concerned with effectiveness relate more to drategic moves, whilst those
concerned with efficiency relae more to operationd or tactica meatters (Johnson and
Scholes 1993).
To demondrate dternate paths to a certain level of EB enablement at a point in time, it
is useful to develop the EB Enablement Matrix shown in Figure 1. It has as its axes,
Drive for Effectiveness and the Drive for Efficiency. Quadrant positions on the matrix
could be described as follows;
EB Inertia; Here where the drive for efficencies and effectiveness offered by EB
enablement is relatively low, management decide not to make moves to be EB enabled
as they see no benefits from either operating efficiencies or improved effectiveness.
Operational Priority; Managers placing their busness units in this quadrant, consider
that the primary motivation for EB enablement will be because of the rdatively high
anticipated benefits through operating efficiencies.



Figurel

Electronic Business Enablement Matrix
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Strategic Priority; Managers placing their business units in this quadrant, consder that
the primary motivation for EB enablement will be because of the rdaively high
benefits to the business unit’ s effectiveness.

Embracing Strategic and Operational EB Priorities; Managers placing their business
units in this quadrant, congder that the motivation for EB enablement will be because of
relatively high percelved benefits to both operating efficiency and improvements to the
Unit' s effectiveness,

Asauming a busness unit initidly places itsdf a the point of the star in Figure 1. Here
managers have ranked the need for EB enablement low in terms of edimated
effectiveness and efficiencies that it could bring to the busness unit. Managers may
have reached this concluson after carying out an objective invedigation of the
potential advantages and disadvantages of becoming EB endbled usng an evauation
tool amilar to the Electronic Business Indicator Assessment (Perrott 2001).



Our research among a sample of senior managers (Perrott 2001) showed that the levd of
attraction, or forces driving organisations to eectronic busness could be scded
according to importance in four key areas namdy; cost benefits, competitive pressures,
market advantage and value adding.

Cost benefits. This category relaes to the incentive of reductions in operaing and
transaction costs of doing busness dectronicdly compared to traditiond physica
methods. Cost benefits transfer to improvementsin operating efficiency.

Competitive Pressures. This category relates to a busness unit's threat of being left
behind in ‘place while others move to ‘space. Some companies have used eectronic
channds as afird mover marketing strategy.

Market Advantage. This category is when a business anticipates a drategic advantage
such as market coverage, penetration, reach or customer access gained via eectronic
connections.

Value Adding. Where dectronic developments add vaue to customer satisfaction while
building srong relationships. This may teke the form of more comprehensve or more
convenient on-line information both before and after the sde.

As in dl evduaions the benefits of moving into an dectronic environment must be
consdered together with the potentia inhibitors. Collectively, inhibitors will dow down
or prevent the move towards eectronic business involvement. Our research has
indicated that these would include the following consderations ( Perrott 2001);

Legacies of the past: those things that are not eadly dispensed with practicaly, without
great cost or politicd embarassment. These may range from IT infrastructure to saff
who do not have the kills or gptitude for the eectronic way of doing business.

Inability to access the technology and connectivity to provide the eectronic service to
key markets, including the development of suitable payment sysems for products and
services supplied.

Unable to afford or raise the capital funds necessay for EB development and
expandon. Alternaively decison mekers not willing to dlocate budgets adequate to
complete EB projects.

Customers may not want to do business electronically, and prefer the benefits of

traditiond and personal, face-to-face service.



Following such an invedigaion and evduation the busness unit team could congder
the dternative paths towards EB enablement in terms of the options shown in Figure 1.

Path A: Here the path to an EB enabled future is seen to occur through operationa
efficencies. This approach infers that a future in EB can be judified mainly through
cost savings. One example of this approach may be a retail bank that is motivated by the
large reductions in the cost of marketing and ddivering its services via EB channds
compared to delivering them through atraditiona branch property network.

Path B: Here the path to an EB enabled future is seen to occur through the potentid to
build effectiveness by reaching suppliers and markets not previoudy accessble (Evans
and Wurster 2000). One example of this approach could that managers of a retall bank
see the opportunity to reach new market segments through eectronic channels such as
the Internet which could not be reached and serviced through the traditiona branch
property coverage.

Path C: Here the path to an EB enabled future is seen to occur through both the
potentiad to build effectiveness and the potentid to improve efficiency. This may
involve a srong commitment with considerable resources devoted to a process of EB
transformation rather than a more gradud evolutionary path that could be inferred by
making the move to EB enablement from an operationa efficiencies path (Perrott
2001). To cary through the previous retall banking example, in this quadrant, managers
ae highly motivated by both the benefits of effectiveness and efficiency tha EB
enablement will bring to the business.

IMPLICATIONSFOR MANAGEMENT

In trying to bring about ebusiness transformation, companies have often paid too much
attention to technology. Technology has driven the ebusiness enablement process;, “ as
if adding the software or hardware could, on its own, bring about miracles. But systems
do not work in a vacuum, and senior managers would do well to recognise the
complementary nature of technology, business process and ebusiness readiness
throughout the value chain, from their suppliers to their customers. By taking a more
holistic view, executives can turn these facets of a company’ s operationsinto the drivers
of ebusiness excellence” (Baruaet d 2001).



It has been suggested by other researchers that information technology and the Internet
have trandformed the nature of busness This trandformation is not only about
conducting business on-ling, it is dso about integrating ebusness capabilities into every
agpect of vaue cregtion such as procurement and customer relationship management
(Cavusgil 2002.)

Although technology is a key enabler of ebusiness it is not an end in itsdf but a path
towards providing a business benefit. Very large IT budget dlocaions evident in the
late 1990's were provided with the uncertainty of financia returns and business benefit
out of fear of not being left behind in the ebusness race (Perrott 2001). Now
organisations are being more careful and budgets are under increased scrutiny. In
supporting the move to ebusiness, executives are making sure the IT invesments are
based on a sound business case and benefits (Hagpaniemi 2001).

This exploratory research and the resulting prescriptive framework has attempted to add
operationd and drategic condderations to the debate and judtification for devoting
resources for the migration towards ebusiness enablement.

Although the research provided some useful indghts into the issues that managers
contemplated in the race to become EB enabled. Limitations of the research need to be
acknowledged in reading the findings. These induded the smdl sample of managers
participating in the ressarch and the fact that they were sdected on the basis of ther
availability rather than on an objective sampling rationde. Another limitation was the
andl number and soecific business nature of organisations taking part in the research,
therefore subgtantialy redtricting the generdisability of any findings.
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