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THE PROBLEM
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Challenge

> The T of IT:

“The Internet, per se, will rarely be a competitive
advantage.” Porter, HBR, 2001
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What is the multi-channel strategy?

Search
Computers Airline tickets
Books . Software
‘ Stocks
CONSUMER 3
PRE-PURCHASE | o
PROCESS Food ‘ Insurance
- Taxadvice

Clothes

Experience

Physical Information

PRODUCT ATTRIBUTES
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| I 'E n I | e - Education, Guidance, Diamonds and Fine Jewelry,
L ® ;

800-242-2728

ENGAGEMENT p

JEWELRY p

PEPPERDINE UNIVERSITY

+ Order Status

+ Diamond Comparison)
+ Wish List
+ Shopping Basket

WATCHES & ACCESSORIES b f‘? GIFT IDEAS b EDUCATION »

LB Education and guidance 1o help you make the right choice. 30-day returns & free shipping

Shop by Product

Shop by Material

Education
+Diamonds
+Pearls

+ Gemstones
+Gold

+ Platinum

+ Silver

+ Pewter

Buying Guides -

+Engagernent Ring
Guide

+Medding Ring Guide
+ Earring Guide
+Mecklace Guide
+Bracelet Guide

+ Miatch Guide

+ Gift Guide

Education

Hore = Education

Diamonds & Engagement

Become a diamaond expert
with our Diamond Education,
or go to a specific subject:

Make the
Right Choice

Jewelry Gift Guides

Learn how to choose a piece of jewelry to fit her
style and taste in our:

» Earring Guide

F Mecklace Guide

» Bracelet Guide
»Watch Guide

Source: www.bluenile com, accessed April 1, 2004

» Cut » Clarit » Cetification
» Color  » Carat Weight » Care

Read our Engagement Ring Guide, or learn what
you can expect After ¥ou Place Your Order.

Wedding Guide

Find the perfect wedding ring to accompany
your setting in our ¥Wedding Ring Guide.

COr browse our:
FWomen's Rings
rhden's Rings
FWedding Gifts
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What is the multi-channel strategy?

CONSUMER
PRE-PURCHASE
PROCESS

Search
Computers Airline tickets
Books . Software
§ Stocks

Food
Jewels . Taxadvice
Clothes :

Experience

Physical Information

PRODUCT ATTRIBUTES
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Progressive

Stability and Size of Company
biack to top)

AM. Best rating
State market share for auto (2004
Mational market share for auto (20043

Ease of Purchase
(hack totop]

Are online guotes available?

Does the VWeb site provide rates for other hig-name
insurance companies?

Can paolicies be purchased online?

Can palicies be purchased through a tall-free
number 24 hours a day, T days a week?

Can payments be made in installments?
Can policies be purchased using a credit card?

Ease of Customer Service
(hack totop]

Is there a custamer senvice tolk-free number
avallable 24 hours a day, T days a week?

Canyou make an instant policy change anling?
Can payments be made online?

Ease of Claims

back totow

| Canclaims be reported 24 hours a day, 7 days a
weekvia a toll-free number?

Comparison Rates (6 month rate )

Alistate Property & Casualty
Best Driver Program

Progressive Direct
(Includes Payin-Full Discount)

Allstate Indemnity
Common Driver Program

American Family Mutual Insurance

Comname

Progressive Direct State Farm
At B+
10.8%* 22 6%
T3%* 18.3%

Progressive Direct State Farm
Wes Yes
Yes M
Yes Yes
Yes o
Yes Yes
Yes Yes
Progressive Direct State Farm
Yes Must call local agent
Yes Mo
Wes Yes
Progressive Direct State Farm
Yes Must call local agent

T

(Pr

N/A

mpa

- . ME I\ a [
pressive Direct Auto Comparnative Rating - Thank Yo Microsoft Internet Exploren
our credit

excellent)

Locui

(Current Insurance Company)

N/A,

(Current Insurance Company)

Allstate

A
58%
A%

Allstate

Mo
Mo

Allstate

Yes

$528
GEIGO
Ats
1.2%
S6%

GEICO

{ Detail:

American Family

2 >

141%

22%
American Family

Yes

o ’

hlor
i3

Yes

Yes
American Family

)

o

Yes

Armetican Family

Yes
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What is the multi-channel strategy?

Search

CONSUMER
PRE-PURCHASE
PROCESS

Experience

Computers |
Books :
§ Stocks
Food Insurance
Jewels . Tax advice
Clothes :
Physical Information

PRODUCT ATTRIBUTES
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The Internet Enables Competition
in the Transparency Dimension

Transparent
High
Orbitz &
Offline :
[ ) ]
1 Expedia
Travelocit
Product | ... T E
Transparency :
Opaque :
Hotwire
?Priceline.com
Low Price Transparency  High

Source: Granados, N.F., Gupta, A., and Kauffman, R.F. “Designing Internet-Based Selling Mechanisms:
Multi-Channel Transparency Strategy,” WITS, Las Vegas, NV, 2005.
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Leisure vs. Business

Relative Price Elasticities — Leisure vs. Business
M Offline

O Transparent OTA
O Opaque OTA

Leisure

222

i ’ 0.89

Business

0‘.0 0‘.5 1‘.0 1‘.5 2‘.0
Source: Granados, N.F., Gupta, A., and Kauffman, R.F. “Offline and Online Price Elasticities:
Evidence from the Air Travel Industry,” working paper, 2009.
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The Challenges

> The T of IT:

“The Internet, per se, will rarely be a competitive
advantage.” Porter, HBR, 2001

> The l of IT:

“The great paradox of the Internet is that its very
benefits—making information widely available;
reducing the difficulty of purchasing, marketing,
and distribution..— also makes it more difficult for
companies to capture those benefits as profits.”
Porter, HBR, 2001

= The positive effect of product information
= Price information can lead to price erosion

University of Minnesota, MISRC Seminar, November 2009 Copyright © Nelson Granados 11

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

THE LESSONS
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M i
IT Strategy: Information and
Technology Strategy

The |1 of IT: INFORMATION STRATEGY

» Transparency: Differentiate from competitors

by strategically disclosing or concealing
information.

< Blue Nile, Hotwire, Orbitz

The T of IT: TECHNOLOGY STRATEGY

» Develop, use (smartly), or patent digital and
search technologies, in line with the i-strategy.
e Orbitz developed, Blue Nile and Hotwire used

University of Minnesota, MISRC Seminar, November 2009
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Link between Strategy and IT

—

Business Strategy

Channel Strategy

Information Strategy [—{Transparency Strategy

| Technology Strategy
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Transparency as a strategic choice

» Transparency strategy: What
information do | disclose and to whom?

Case #1: Case #2: Case #3: Case #4:

Transparent Distorted Biased Opaque

Sy S, Sy S, Sy S, Sy S;
NN

Product
N \k X
Price \\\\
MANN

Source: Granados, N.F, Ph.D. Dissertation, University of Minnesota, 2006.
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Orbitz Strategy: Industry Impacts
Airlines, Hotels, Rental Cars
ﬂOFFLINE «{>ONLINE @
Global Distribution Prici qs h
Systems (GDSs): I 1 ricing an .earc
Amadeus, Sabre, Galileo, Engines:
Worldspan ITA Software
Supplier Offline Online Travel Supplier
Reservation Travel Agencies Portals
Offices Agencies (orbitz.com) (delta.com)
Meta-Search Agents
(kayak.com)
Consumer \
16
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Air Travel:
Transparency Design Game

High Orbitz
//"
“7® Expedia
Airline g¢ ey
= riceline.com
Portals @@ = i

.-~ ¥® Hotwire

Product = :

Transparency B S Travelocity
Low

Low Price Transparency High

Source: Granados, N.F., Gupta, A., and Kauffman, R.F. “The Impact of IT on Market Information and
Transparency: A Unified Theoretical Framework,” Journal of the Association for IS, March 2006.

University of Minnesota, MISRC Seminar, November 2009 Copyright © Nelson Granados 17

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

Air Travel:
Transparency Design Game

Kayak.com
High o Orhitz
v
::"‘// .
“¥® Expedia
Airline @@ _-~" _,@ Priceline.com
Portals @@ -* .- v@ Hotwire
Product = :
Transparency A Travelocity
Low
Low Price Transparency High

Source: Granados, N.F., Kauffman, R.F, and King. B. “How has Electronic Travel Distribution been
Transformed? A Test of the Theory of Newly-Vulnerable Markets,” Journal of MIS, 2008, 25(2), 73-95
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SUMMARY

» Develop a transparency strategy and
an IT strategy that supports the
business strategy.

» Understand the long-term trends in
the industry to strategize accordingly
= Transparency developments
= Technological developments
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APPENDIX
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priceline.com’

DEPARTURE :» Thursday, March 23, 2008 RETURH : Thursday, March 30, 2008 _
Chicago, IL (ORD) — Meswy York City, MY Mewy ork City, MY — Chicaga, IL (ORD) MODIESEARCH
) BEST s A = ADelt
= DEAL i w ) *
Hame Your All American United Continental us Delta
Own Price® Airlines Airlines Airlines Airlines Airways Airlines
Lowest Price Flights | from $179 from 179 from $179 from $181 from §181 from §186
Hon-Stop Flights | from $179 from $179 from $179 from 151 from $181 A
Flight + Hotel Packages | from $&11 from 11 from 11 from 513 from §i513 from $ig24
DEEP DISCOUNTS
Hame Your Own Price® b Save up to 40% when you Hame Your Own Price® for your trip. (LN (S
i Choose Your Departing Flight (voull choose a return flight on nest page) My iewing:

Results = 1-20| 21-44 Outhound Flights w

Son By » | Price | Trip Duration Departure Time | Arrival Time

Moy zorting by lowest price. Refing results further with TripFitter™

MORE WAYS TO

Chicaga, IL (ORD) — Meweark, MJ (EVaR) ")
o M ke SAVE
$179

AMeErican  Departing - Thursday, Mar 23 at 64 7am

Round-Trip J.\irlines Arriving - Thursday, Mar 23 at 9:12am

Per Person Flight 1183 Trin Durstion -~ 1k 55m 7
Full Flight Details '@'
LT3 This Flight + 7 Hights Hotel from $811 Name Your Own Price

Eﬂﬂ,’z Welcome to Orbitz. Sign in | Re:

AND GO!™
MATEI 5 Below-published fares, even last _
m Deeper Discounts [Recmig-veset g g earch Friceline

Find flights by: =
T w M A wma
Airline United | American us Deita Air | Horthwest | Continental | Multiple
Stops Price Airlines Airlines Airways Lines Airlines Airlines Carriers
s
JsuPER $156 $156 $158 $343 $108
A ] -
'3“'“ st o0z total $182 | total $152 | total F184 | total F369 total 224
Flight + Hotel deals et $196 $258 $153 $156 $198 §486
for Hew York 1=lop total §i232 total 294 | total $1589 | total $155 total §254 total §529
2+ stops

Lowest price Departure time Shortest flight - Airport codes
Change Search Shawing lowest priced flights (45 flights out of 160 total)

See all 160 flights

From City name or giport (= B $196 + 526 taxes & fees = $182 per perzon

Part of OrbitzrTLC
ﬁRD WEE FARE )TLC |
Leave  Thu, Mar 23 United Airlines 668
[ incl. nearby airparts ’ ) Choose
Depart  G:00am Chicago, IL (ORD) departure
To City name or aiport ' Arrive:  9:0dam Mew York, MY (LG
RYC Hon-stop Economy | Zhrdmin | Aibus 320 | View sests
Return  Thu, Mar 30 United Airlines 667
[ incl. nearby airparts ' (Qﬂﬂ
Depart:  6:00am Meww Yark, MY (LGL) return
L
cate ' Arrive:  T:30am Chicago, IL (ORD)

0323106

Hon-stop Economy | 2hr 30min | Airbugs 2320 | View sests
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° Customer Care

& COM

Hotwire

Fly. Sleep. Drive. Cheap. a Welcome to Hotwire!

(To create a Hotwire Account, click here.)

Hotels \J\ Car Rentals \ Packages \J\ Weekender\ Cruises \J\ Deals & Destinations

e My Account

w Search Results for Minneapolis, MN to Miami, FL

[select airport (]

Add an Armival:

fOL an fueal Depart Tue, Apr 20, 2004 T

I Selact Airpart b MZP Minneapolis fSaint Paul Intl. B $248
Departure: Airport Booking fas per ticket: +45
iﬂ)r_i‘ |20 v Return  Tue, Apr 27, 2004 y

Retun: MIA Miami Intl. Total cost per ticket: $253
Retur uH - ; ;

Apr W 27 ™| Flight Monstop or 1 Connection Flight R A
l__—‘ |:_ Cetailz Mot a red-eve Flight ONTINL ’
Tickats 1 &) Jet Aircraft L 5 ”

Please Note: Flight times and airline name will be
Red-eye: shown after you buy vour ticket,

Search Expires at 1:44AM PDT on 04/06/04
www hotwire.com, Apnl 3, 2004

Source: Granados, N.F., Gupta, A., and Kauffman, R.F. “Transparency Strategy in Internet-Based
Selling,” in Advances in the Economics of Information Systems (Ed. K. Tomak, UT Texas, Austin), Idea
Group, Publishing, PA, 2005.
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e
DVD Rentals Delivered
% Only $999 a month
/' %k No late fees

/% Over 55,000 titles

® COIM

Hotwire

Welcome - Have an account? Sign in

Try Netflix for FREE

Home Hotels Car Rentals Packages Cruises Deals & Destinations
Chicago, IL {ORD) to New York City, NY (LGA)
Prices below include all taxes and fees. and are quoted in US dollars. Prices not auara
u Heed exact flight times or a specific airline? Find Regular Fares from $184
Departing:

Clearance Fare

Chicago (ORD) to
Mew Yark City (LGA)
0-1Stops

Mew York City (LGA) to
Chicago (ORD)

0-1 Stops

| FlexSaver Fare I

Chicago {ORD) to

ORD- O'Hare  »

03723106

Returning

LGA - La Guardia | w
033006

Tickets

FOLINCTER
$1 29 per person
Any time of day outbound departure

Thu, Mar 23
not a red-eye

Any time of day return departure
Thu, Mar 30
not a red-eye

$169 it

Morning outhound departure

Hotwire Atline Supplier

Hotwire Airline Suppliero

Continue >

Hotwire Aitline Supplier

Thu, Mar 23 Mew York City (LGA)
L Klat not a red-eye 0-1 Stops
* mﬁ) Afternoon return departure Mew Yark City (LGA) to otwire Altline Suppliero
Thu, Mar 30 Chicago (ORD)
» Leave 3 week earlier not a red-eye 0-1Stops

(03 BI06 - 0323/06)

Want to save on this trip?

$184 oo

Regular Fare

12:55PM outhound departure Chicago (ORD) to United
e SeeDiscounted Fares Thu, Mar 23 Mew Yark City (LGA) flight 682
fram §129 arrives 4:03PM Monstop
duration: 2hr Smin
6:00AM return departure Mew York City (LGA) to United
Thu, Mar 30 Chicagn (ORD) flight 667
arrives 7:30AM Monstop

duration: Zhr S0min

Continue >
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