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Preface



In 1969, the United States was able to land two men on the Moon, only seven years after John F. Kennedy’s famous ‘We choose to go to the Moon’ speech in Houston in 1962 as part of NASA’s Apollo space programme. NASA used advanced computing (for the time) to get their payload into orbit and then send the crew to the Moon and land there. Known as the Apollo Guidance Computer (AGC), the system remained unmatched in power for more than a decade, until the advent of the personal computing era.


Only 50 years later, a device many times more powerful than the AGC is carried around by several billion people. Smartphones contain more computing power and offer a dizzying array of functions compared to NASA’s computers. Even modern washing machines now contain more computing power.


The smartphone is a gateway for many digital business opportunities, and most users of smartphones are blissfully unaware of the intricacies of the infrastructure that supports their telephony, their access to the Internet or the functionality of their apps. The development of everything that underpins digital business is not straightforward and fraught with difficulties of selecting the correct strategic direction and surviving in an increasingly harsh competitive environment. Not all who follow the route survive. But whether it’s the start-up businesses or an existing business, what they have in common is that those who prosper learn to optimise to take the right strategic decisions about digital technology, digital marketing and supply chain management.


This book is intended to equip current and future managers with some of the knowledge and practical skills to help them navigate their organisation towards digital business.


A key aim of this book is to identify and review the key management decisions required by organisations moving to digital business and consider the process by which these decisions can be taken. Key questions include: What approach to digital business strategy do we follow? How much do we need to invest in digital business? Which processes should be our digital business priorities? Should we adopt new business and revenue models? What are the main changes that need to be made to transform an organisation that uses technology to a true digital business?


Given the broad scope of digital business, this book takes an integrative approach drawing on new and existing approaches and models from many disciplines, including information systems, strategy, marketing, supply chain management, operations and human resources management.




What is digital business management?





As we will see in Chapter 1, digital business is aimed at enhancing the competitiveness of an organisation by deploying innovative digital technologies throughout an organisation and beyond, through links to partners and customers and promotion through digital media. It does not simply involve using technology to automate existing processes, but is about digital transformation by applying technology to help change these processes to add value to the business and its customers. To be successful in managing digital business, a breadth of knowledge is needed of different business processes and activities from across the value chain, such as marketing and sales, through new product development, manufacturing and inbound and outbound logistics. Organisations also need to manage the change required by new processes and technology through what have traditionally been support activities such as human resources management.




Digital business


How businesses apply digital technology and media to improve the competitiveness of their organisation through optimising internal processes with digital and traditional channels to market and supply.





From this definition, it is apparent that digital business involves looking at how electronic communications can be used to enhance all aspects of an organisation’s supply chain management. It also involves optimising an organisation’s value chain, a related concept that describes the different value-adding activities that connect a company’s supply side with its demand side. The digital business era also involves management of a network of interrelated value chains or value networks.




Supply chain management (SCM)


The coordination of all supply activities of an organisation, from its suppliers and partners to its customers.







Value chain


A model for analysis of how supply chain activities can add value to products and services delivered to the customer.









Value networks


The links between an organisation and its strategic and non-strategic partners that form its external value chain.









What is e-commerce management?





To set the scope of this text, in its title we reference both ‘digital business’ and ‘e-commerce’. Both these terms are applied in a variety of ways; to some they mean the same, to others they are quite different. As explained in Chapter 1, what is most important is that they are applied consistently within organisations so that employees and external stakeholders are clear about how the organisation can exploit digital communications. The distinction made in this text is to use electronic commerce (e-commerce) to refer to all types of electronic transactions between organisations and stakeholders, whether they are financial transactions or exchanges of information or other services. These e-commerce transactions are either buy-side e-commerce or sell-side e-commerce and the management issues involved with each aspect are considered separately in Part 2 of the book. ‘Digital business’ is applied as a broader term encompassing e-commerce but also including all digital interaction within an organisation.




Electronic commerce (e-commerce)


All electronically mediated information exchanges between an organisation and its external stakeholders.







Buy-side e-commerce


Transactions between an organisation and its suppliers and other partners.







Sell-side e-commerce


E-commerce transactions between an organisation and its customers.





Management of e-commerce involves prioritising buy-side and sell-side activities and putting in place the plans and resources to deliver the identified benefits. These plans need to focus on management of the many risks to success, some of which you may have experienced when using e-commerce sites, from technical problems such as transactions that fail, sites that are difficult to use or are too slow, through to problems with customer service or fulfilment, which also indicate failure of management. Today, the social media or peer-to-peer interactions that occur between customers on company websites, blogs, apps and social networks have changed the dynamics of online commerce. Likewise, the frenzied consumer adoption of mobile technology platforms via mobile apps offers new platforms to interact with customers that must be evaluated and prioritised. Deciding which of the many emerging technologies and marketing approaches to prioritise and which to ignore is a challenge for all organisations!




Social media


A category of media focusing on participation and peer-to-peer communication between individuals, with sites providing the capability to develop user-generated content (UGC) and to exchange messages and comments between different users.







Mobile technology platforms


Devices and services used by consumers to interact with other consumers and companies, including smartphones, tablets and wearable technology.







Mobile apps


A software application that is designed for use on a mobile phone or tablet, typically downloaded from an app store. iPhone apps are best known, but all smartphones support the use of apps, which can provide users with information, entertainment or location-based services such as mapping.







How is this text structured?





The overall structure of the text, shown in Figure P.1, follows a logical sequence: introducing the foundations of digital business concepts in Part 1; reviewing alternative strategic approaches and applications of digital business in Part 2; and how strategy can be implemented in Part 3. Within this overall structure, differences in how electronic communications are used to support different business processes are considered separately. This is achieved by distinguishing between how electronic communications are used, from buy-side e-commerce aspects of supply chain management in Chapters 6 and 7, to the marketing perspective of sell-side e-commerce in Chapters 8 and 9. Figure P.1 shows the emphasis of perspective for the particular chapters.





Part 1: Introduction (Chapters 1-4)



Part 1 introduces digital business and e-commerce. It seeks to clarify basic terms and concepts by looking at different interpretations of terms and applications through case studies.


• Chapter 1: Introduction to digital business. Describes the impact of digital communications on traditional businesses and shows the difference between a digital business and an e-commerce business.


• Chapter 2: Opportunity analysis for digital business and e-commerce. Introduction to new business models and marketplace structures enabled by digital communications.


• Chapter 3: Managing digital business infrastructure. Background on the technology that needs to be managed to achieve digital business.


• Chapter 4: Key issues in the digital environment. Describes the macro-environment of an organisation, which presents opportunities and constraints on strategy and implementation.


Part 2: Strategy and applications (Chapters 5-8)


In Part 2 of the text, approaches to developing digital business strategy and applications are reviewed for the organisation as a whole (Chapter 5), and with an emphasis on buy-side e-commerce (Chapters 6 and 7) and sell-side e-commerce (Chapters 8 and 9).


• Chapter 5: Digital business strategy. Approaches to developing digital business strategy. How to do strategic analysis and define strategic objectives. The link with business strategy. How to implement a digital business strategy.


• Chapter 6: Supply chain and demand. A supply-chain perspective on strategy, with examples of how technology can be applied to increase supply-chain and value-chain efficiency. How to manage demand. Dealing with e-procurement.


• Chapter 7: Digital marketing. Understanding digital marketing. Planning for digital marketing.


• Chapter 8: Customer relationship management. Reviewing marketing techniques that apply ‘digital’ for acquiring and retaining customers.


Part 3: Implementation (Chapters 9-10)


Management of digital business implementation is described in Part 3 of the text, in which we examine practical management issues involved with creating and maintaining digital business solutions.


• Chapter 9: Customer experience and service design. Analysis for digital projects. Business processes. Designing a digital business. Looking at customer experience.


• Chapter 10: Managing digital transformation and growth hacking. An overview of the key elements of digital transformation. Principles of growth hacking and measuring the performance of digital.
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Figure P.1 










Who should use this text?






Students


This text has been created as the main student text for undergraduate and postgraduate students taking specialist courses or modules that cover digital business, e-commerce information systems or digital marketing. The book is relevant to students who are:


• undergraduates on business programmes that include modules on the use of the Internet and e-commerce; this includes specialist degrees such as digital business, e-commerce, digital marketing and marketing, or general business degrees such as business studies, business administration and business management;


• undergraduate project students who select this topic for final-year projects or dissertations - this book is an excellent resource for these students;


• undergraduates completing work placement involved with different aspects of digital business, such as managing digital resources or company digital communications;


• postgraduate students on specialist master’s degrees in e-commerce, digital business or digital marketing and generic MBA, Certificate in Management or Diploma in Management Studies that involve modules or electives for e-commerce and digital marketing.



What does the text offer to lecturers teaching these courses?



The text is intended to be a comprehensive guide to all aspects of deploying digital business and e-commerce within an organisation. The text builds on existing theories and concepts and questions the validity of these models in the light of the differences between the ‘digital’ and other media. It references the growing body of literature specific to digital business, e-commerce and digital marketing. As such, it can be used across several modules. Lecturers will find that the text has a good range of case studies, activities and exercises to support their teaching. These activities assist in using the text for student-centred learning as part of directed study. Web links given in the text and at the end of each chapter highlight key information sources for particular topics.


Practitioners


There is also much of relevance in this text for the industry professional, including:


• senior managers and directors seeking to apply the right digital business and e-commerce approaches to benefit their organisation;


• digital managers who are developing and implementing digital business and e-commerce strategies;


• marketing managers responsible for defining a digital marketing strategy and implementing and maintaining organisational digital communications channels;


• supply chain, logistics and procurement managers wanting to see examples of best practice in using e-commerce for supply chain management;


• technical project managers who may understand the technical details of building digital resources, but have a limited knowledge of business or marketing fundamentals.




Student learning features





A range of features has been incorporated into this text to help the reader get the most out of it. The features have been designed to assist understanding, reinforce learning and help readers find information easily. They are described in the order you will encounter them.


At the start of each chapter


• Chapter at a glance: a list of main topics, ‘focus on’ topics and case studies.


• Learning outcomes: a list describing what readers can learn through reading the chapter and completing the activities.


• Management issues: a summary of main issues or decisions faced by managers related to the chapter topic area.


• Web support: additional material on the companion website.


• Links to other chapters: a summary of related topics in other chapters.


• Introductions: succinct summaries of the relevance of the topic to marketing students and practitioners, together with content and structure.


Within each chapter


• Activities: short activities in the main text that develop concepts and understanding, often by relating to student experience or through reference to websites. Model answers to activities are provided at the end of the chapter where applicable.


• Case studies: real-world examples of issues facing companies that implement digital business. Questions at the end of the case study highlight the main learning points from that case study.


• Real-world digital business experiences: interviews with e-commerce managers at a range of UK, European and US-based organisations concerning the strategies they have adopted and their approaches to strategy implementation.


• Digital trends updates (in Chapters 1 and 3): references to relevant statistical sources to update information on the latest consumer and business adoption of digital technology.


• Box features: these explore a concept in more detail or give an example of a principle discussed in the text.


• ’Focus on’ sections: more detailed coverage of specific topics of interest.


• Questions for debate : suggestions for discussion of significant issues for managers involved with the transformation required for digital business.


• Definitions: when significant terms are first introduced in the main text, succinct definitions can be found in the margin for easy reference.


• Web links: where appropriate, web addresses are given for further information, particularly those that update information.


• Chapter summaries: intended as revision aids and to summarise the main learning points from the chapter.


At the end of each chapter


• Self-assessment exercises: short questions that will test understanding of terms and concepts described in the chapter.


• Discussion questions: questions requiring longer essay-style answers discussing themes from the chapter, which can be used for essays or as debate questions in seminars.


• Essay questions: conventional essay questions.


• Examination questions: typical short-answer questions found in exams, which can also be used for revision.


• References: list of books, articles or papers referred to within the chapter.


• Web links: these are significant sites that provide further information on the concepts and topics of the chapter. All website references within the chapter, for example company sites, are not repeated here. The website address prefix ‘http://’ is omitted from www links for clarity.


At the end of the book


• Glossary: a list of definitions of all key terms and phrases used within the main text.


• Index: all key words and abbreviations referred to in the main text.




Learning techniques





The text is intended to support a range of learning styles. It can be used for an active or student-centred learning approach whereby students attempt the activities through reflecting on questions posed, answering questions and then comparing their answer to a suggested answer at the end of the chapter. Alternatively, students can proceed straight to suggested answers in a more traditional learning approach, which still encourages reflection about the topic.




Module guide





Table B presents one mapping of how the text could be used in different weekly lectures and seminars through the core eleven weeks of a module where the focus is on management issues of digital business and e-commerce.


A full set of PowerPoint slides and accompanying notes to assist lecturers in preparing lectures is available for download at www.pearsoned.co.uk/chaffey.




Enhancements for the seventh edition





The effective chapter structure of previous editions has been retained, but many other changes have been incorporated based on lecturer and student feedback. We now refer to ‘digital business’ throughout, rather than the dated term ‘e-business’ which we had included from the first edition in 2002. The rationale is that the term e-business is less used now in industry; instead, companies increasingly reference management of digital technologies, channel strategies, digital marketing and digital transformation.


You will see from the listing of updates below that the most significant additions to the content reflect the growth in importance of mobile marketing and commerce and inbound marketing, including content marketing and social media marketing.


Each chapter has been rationalised to focus on the key concepts and processes recommended to evaluate capability and develop digital business strategies. The main updates for the seventh edition on a chapter-by-chapter basis are:


• Chapter 1. The chapter starts by introducing the major trends now determining selection of digital services, which are a major theme in the text, but the focus is increasingly around the nature of ‘digital’ as opposed to simply technology or ‘e’ components. There are new cases on businesses where digital is at the heart of the proposition, particularly Uber and Amazon.


• Chapter 2. Increased emphasis on new business models for digital start-up businesses, of particular interest to students. Mini case studies on Boden and Macys have been added to give recent examples of how businesses are evolving with changes in consumer behaviour because of mobile.


• There is also a new case on the Dollar Shave Club.


• Updated review of online ecosystem to explain the increasing role of omnichannel in the customer journey.


• A focus on tech start-ups introduced. A useful guide for students to consider emerging business models driven by technology and understand new terms, such as unicorn businesses.


• Chapter 3. Updates to cases and enhancements to the language to reflects changes in the technology and changes to professionals’ views of the technology, with an emphasis on the understanding of the capability of technology rather than knowing exactly how it works. There are many new cases and a big update to reflect changes in Google.


• Chapter 4. A lot of updates have been made in this new edition because of changes in consumer attitudes and behaviour. This includes discussions on showrooming, influencer marketing and multiscreening. It also includes sections on M-shopping segmentation and attitudes to behavioural ad targeting. Other updates include recent political changes and how they link to micro-localisation vs globalisation.


• This update also includes changes to data protection and privacy laws, in relation to the 2018 EU General Data Protection Regulation (GDPR). Other changes include information on the UK government’s digital strategy and discussion around how companies are utilising tech incubators and accelerators for innovation.


• Chapter 5. This chapter has been updated with new sections on disruptive innovation and platform strategy. A new case study on how Zappos has innovated a marketplace and the company’s unique culture has been added. There are also two new mini case studies from Onedox about peer-to-peer lending and Arriva Bus and their M-ticket app.


• Chapter 6. This chapter has merged Chapters 6 and 7 from the last edition and has been renamed ‘Supply chain and demand’. It covers supply chain management (SCM) and e-procurement.


• Most of the updates include how technology is making the supply chain and e-pro-curement more efficient and effective. A new case study on Zara explains how the fashion retailer uses the supply chain to gain competitive advantage. Mini case studies from Boots and Honeywell have also been added.


• Chapter 7. This has now become the chapter on digital marketing. It as has been updated with an interview from the co-founder and marketing director of Country Attire, an independent online retailer. There are also two new mini case studies, one about how Firebox used crowdfunding to tap into a ready-made distribution network and the other about Hotel Chocolat’s brand identity.


• Chapter 8. This chapter covers customer relationship management. It includes discussions on changes to customer service expectations and the growing use of new technologies such as Live Chat. A new case study has been added, which explains how Warby Parker has disrupted the eyewear market. There are also new mini cases from Hubspot and First Choice.


• A discussion on eCRM versus social CRM has also been added.


• Chapter 9. This is a revised chapter, which was Chapter 11 in the last edition. It has been renamed ‘Customer experience and service design’ and has a focus on customer experience (CX). Updates include an interview with the Head of Digital at Domino’s Pizza UK and an introduction to the six pillars of customer experience, as well as a CX management framework. A new B2B mini case study has been added from Miele. The cyber security section has been updated and massive security breaches at TalkTalk and Uber are discussed.


• Chapter 10. This is a completely new chapter, in line with changes in the marketplace, which includes a section on digital transformation and growth hacking. The section on digital transformation looks at the way organisations as a whole now have to think of themselves when they engage in change that is centered around a digital opportunity. The section on growth hacking is a relatively new concept that is particularly relevant to digital start-ups, but can be applied to existing businesses too. Case studies and mini case studies from Spotify, Hotmail, Instagram, Leon and others have been added.




Table A In-depth case studies in Digital Business and E-Commerce Management, 7th edition









	Chapter


	Case study







	1 Introduction to digital business and e-commerce


	1.1


	The Uber business model







	


	1.2


	Amazon - the world’s largest digital business?







	2 Opportunity analysis for digital business and e-commerce


	2.1


	How Boden grew from an eight-product menswear catalogue to an international brand with over £300 million in sales







	


	2.2


	Unilever demonstrates strategic agility







	


	2.3


	M acy’s - using omnichannel growth strategies to improve customer experience







	


	2.4


	i-to-i - a global marketplace for a start-up company







	3 Managing digital business infrastructure


	3.1


	Innovation at Google (2017 update)







	4 Key issues in the digital environment


	4.1


	The implications of micro-localisation vs globalisation based on consumer attitudes







	5 Digital business strategy


	5.1


	Hrriva Bus redesigns its m-ticket app and boosts revenue by over 17%







	


	5.2


	Setting the Internet revenue contribution at Sandvik Steel







	


	5.3


	Zappos innovates in the digital marketplace







	


	5.4


	Boo hoo - learning from the largest European dot.com failure







	6 Supply chain and demand


	6.1


	Hast-fashion retailer Zara uses its supply chain to achieve competitive advantage







	


	6.2


	Shell Chemicals redefines its customers’ supply chains







	


	6.3


	Argos uses e-supply chain management to improve customer convenience







	


	6.4


	RFID - keeping track starts its move to a faster track







	


	6.5


	Honeywell improves efficiency through SCM and e-procurement







	7 Digital marketing


	7.1


	The evolution of easyJet’s online revenue contribution







	


	7.2


	Dell gets closer to its customers online







	8 Customer relationship management


	8.1


	How Warby Parker disrupted the eyewear industry







	


	8.2


	Tesco.com increases product range and uses triggered communications to support CRM







	9 Customer experience and service design


	9.1


	Providing an effective online experience for local markets







	10 Managing digital business transformation and growth hacking


	10.1


	Hransforming an entire industry and supply chain: Spotify and Spotify Connect







	


	10.2


	Learning from Amazon’s culture of metrics

















Table B Module guide
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Part 1 Introduction





Part 1 introduces digital business and its relevance to organisations, buyers, suppliers, stakeholders and consumers. It clarifies terms and concepts, such as the term ‘digital business’, and puts business, revenue and technology models in context by reviewing alternative applications through activities and case studies.




1 Introduction to digital business p. 3


• The impact of digital communications on traditional businesses


• What is the difference between a digital business and an e-commerce business?


• Digital business opportunities


• Barriers to the adoption of technology by digital business stakeholders


• Barriers to consumer digital adoption










2 Opportunity analysis for digital business and e-commerce p. 36


• Digital marketplace analysis


• A process for digital marketplace analysis


• Location of trading in the marketplace


• Business models for e-commerce


Focus on...


• Digital start-up companies










3 Managing digital business infrastructure p. 72


• Digital business infrastructure components


• A short introduction to digital technology


• Management issues in creating a new customer-facing digital service


• Managing internal digital communications through internal networks and external networks


• Technology standards


Focus on...


• The development of customer experiences and digital services


• Internal and external governance factors that impact digital business










4 Key issues in the digital environment p. 120


• Social factors


• Legal and ethical factors


• Economic factors


• Political factors


• Technology factors


• Cultural factors


• Factors affecting e-commerce buying behaviour


• Privacy and trust in e-commerce


• Environmental and green issues related to Internet usage


• Taxation


• Freedom-restrictive legislation


• Economic and competitive factors


• The implications of e-commerce for international B2B trading


• Government and digital transformation


• Technological innovation and technology assessment











1 Introduction to digital business









Chapter at a glance


Main topics


→ The impact of digital communications on traditional businesses


→ What is the difference between a digital business and an e-commerce business?


→ Digital business opportunities


→ Barriers to the adoption of technology by digital business stakeholders


→ Barriers to consumer digital adoption


Case studies


1.1 The Uber business model


1.2 Amazon - the world’s largest digital business?












Web support


The following additional case studies are available at


www.pearsoned.co.uk/chaffey


→ SME adoption of sell-side e-commerce


→ Death of the dot.com dream


→ Encouraging SME adoption of sell-side e-commerce


The site also contains a range of study material designed to help improve your results.












Scan code to find the latest updates for topics in this chapter
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Learning outcomes







After completing this chapter the reader should be able to:


• Define the meaning and scope of digital business and the difference between digital business and e-commerce


• Summarise the main reasons for becoming a digital business and barriers that may restrict it


• Outline the ongoing business challenges of managing digital business in an organisation, particularly tech start-ups




Management issues





The issues for managers raised in this chapter include:


• How do we explain the scope and implications of digital business to staff?


• What is the full range of benefits of introducing digital business and what are the risks?


• How do we evaluate our current digital capabilities?




Links to other chapters





The main related chapters are:


• Chapter 2 examines the principal e-commerce business and marketplace models in more detail


• Chapter 3 introduces the technical infrastructure of software and hardware that companies must incorporate to achieve e-commerce


• Chapter 5 describes approaches to digital business strategy introduced in Chapter 1





Introduction






Organisations have now been adapting to technology opportunities based on the Internet, World Wide Web and mobile communications innovations to transform their businesses for more than 25 years, since the creation of the first website (http://info.cern.ch) by Sir Tim Berners-Lee in 1991. Deploying these disruptive digital technologies has offered many opportunities for innovative businesses to transform their services and organisations. Table 1.1 highlights some of the best-known examples, and in Activity 1.1 you can explore some of the reasons for the success of these companies.


In Digital Business we will explore approaches managers can use to assess the relevance of different digital technologies and then devise and implement strategies to exploit these opportunities. We will also study how to manage more practical risks such as delivering a satisfactory customer service experience, maintaining customer privacy and managing security. In this chapter we start by introducing the scope of digital business. Then we review the main opportunities and risks of digital business, together with the drivers and barriers to adoption.


For the author, digital business is an exciting area to be involved with, since many new opportunities and challenges arise yearly, monthly and even daily. Innovation is a given, with the continuous introduction of new technologies, new business models and new communications approaches. For example, Google innovates relentlessly. Its service has developed a long way since 1998 (Figure 1.1), with billions of pages now indexed and other services such as web mail, pay-per-click adverts, analytics, shopping services, social networks and artificial intelligence all part of its offering. Complete Activity 1.1 or view Table 1.1 to see other examples of the rate at which new innovations occur.




The Internet


The ‘Internet’ refers to the physical network that links computers across the globe. It consists of the infrastructure of network servers and wired and wireless communication links between them that are used to hold and transport data between the client devices and web servers.







World Wide Web (WWW)


The most common technique for publishing information on the Internet. It is accessed through desktop or mobile web browsers that display interactive web pages of embedded graphics and HTML/XML-encoded text.







Mobile communications


Digital business processes and communications conducted using mobile devices such as laptops, tablets, mobile phones (including fixed access platforms) and ubiquitous devices with different forms of wireless connection, including services on wifi, 3G, 4G, 5G and satellite.
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