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Bargaining power of suppliers

(=) Procurement using the Internet
tends to raise bargaining power
over suppliers, thouah it can also
give suppliers access to more
customers

(=) The Internet provides a channel
for suppliers to reach end users,
reducing the leverage of
intervening companies

(=) Internet procurement and digital
markets tend to give all companies
equal access to suppliers, and
gravitate procurements to
standardized products that
reduce differentiation

(=) Reduced barriers to entry and
the: proliferation of competitors
downstream shifts power to
supplisrs

1%

Threat of substitute
products or services

.y o
. g
h
Rivalry among
existing competitors
L,r

(=) Reduces differences among
competitors as offerings are
difficult to keep proprictary

(—) Migrates competition to price

(—) Widens the geographic market,
increasing the number of
competitors

(—) Lowers variable cost relative to
fixed cost, increasing pressures
for price discounting

Barriers to entry

{+) By making the overall industry

more efficient, the Internet can
expand the size of the market

(=) The proliferation of Internet

approaches creates new

substitution threats
Buyers
Bargaining Bargaining
power of power of
channels end users

(+) Eliminates

(=) Shifts
powerful bargaining
channels or power to end
improves consumers
bargaining
power over  (-) Reduces
traditional switching
channels costs

(—) Reduces barriers to entry such as the

need for a sales force, access to channels,

and physical assets, anything that
Internet technology eliminates or makes
easier to do reduces barriers to entry

(=) Internet applications are difficult to keep
proprietary from new entrants

(-} A flood of new entrants has come into
many industries
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<+— Primary Activities ———=<+—— Support Activities——

Administrative,

Legal, accounting, financial management

finance infrastructure

\

Human resources

Personnel, lay recruitment, training, staff planning, etc.

management

Product and Product and process design, production

technology engineering, market testing, R & D

development

Procurement Supplier management, funding, subcontracting, specification \

Value added
INBOUND OPERATION OQUTBOUND SALES & SERVICING
LOGISTICS LOGISTICS MARKETING
Examples: Examples: Examples: Examples: Examples:
Quality control;  Manufacturing; Finishing goods; Customer Warranty;
receiving; packaging; order handling;  management; maintenance;
raw materials production dispatch; order taking; education
control; control; quality delivery; promotion; and training;
supply schedules control; invoicing sales analysis; upgrades
maintenance market
research
—_— —_— — B P

less Cost =
Profit margin
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Primary Activities =

Margin
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Firm Infrastructure

People Development

Technology

Procurement

Supporting Activities
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Decision Matrix

Bua

Key Criteria Weighting Option 1  Option 2 Option 3 Option 4
Upfront cost of Implementation 25 12.5 11 10 8
Growth in Sales 20 10 9 15 18
Reduction in costs 20 10 15 15 18
Ease of doing 20 10 15 15 18
Increase in productivity 15 7.5 7.5 11 14
Totals 100 50 57.5 66 76




Executing

Processes
Level .
of Planning i
Activity Processes PClosmg
Initiating rocesses
Processes
Controlling
Processes
Phase Start Time ——

Phase Finish
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