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ABSTRACT

Thischapter focusesonthe power and challengesof e-businessin enhancing the competitive
advantageindevel oping countries’ industriesand reportsof somesurveyresultsintheAsian
auto-industry. The study confirms that as many web-based businesses are learning that the
real value of e-business comes not in the form of sales, but in removing inefficiencies in
traditional businessmodel s. Thestudy showsthat currently, most auto manufacturersin Asia
use e-business only for internal administration; despite all the talk of e-business, the
development in Asiaisslow. The current infrastructure in the industry islargely internally
focused, incongruent with the customer-orientation of e-business. Furthermore, the author
concluded that due to the uncertain nature of e-business, few companies understand how
to integrate e-business into their corporate strategy in Asian developing countries.
Companies need a clearly planned vision, starting with basic solutions. From there, the
strategy will evolve to solutions in wider marketplaces.
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INTRODUCTION

E-businessisdefined asavariety of market transactionsthat areenabled by information
technology and representstheentire coll ection of actionsthat support commercial activities
onanetwork (Zwass, 1999; Applegateetal., 1996). E-businessistakingrootinthecompetitive
landscape. It is changing the shape of competition, the speed of action and the nature of
leadership. It hasalready revol utionized thetraditional way of doing businessand hasimplied
the redesign of core processes, e.g., in purchasing and marketing. It also introduced the
important transf ormati on and reacti on of external rel ationshi pswith partnersand customers.
Based onthenew informati on and communi cation technol ogi es, e-businesscan successfully
be used to redefine a company’s competitive position and to take advantages of new
opportunities. Thus, the issue of whether and how to participate is high on the corporate
agenda.

E-businesses are already allowing companies to dramatically cut their procurement
costs. E-busi nessenabl es seaml esscommuni cation and col | aborati on between constitutions
across vast distances. Along with horizontal integration, e-business facilitates vertical
integration along the supply chain. Costsarelowered and market responsetimeisreduced.
Companiesareabletofind customersoutside of acompany’ sregular footprint. Forecasting
the demand specifications are enhanced and industry standards are lifted and disparate
channels and markets are integrated. Despite the plunge in business-to-business I nternet
stocks, many corporate |eaders cling to the hopethat their stakesin big e-marketplaceswill
giveaboost totheir companies’ market capitalization. E-marketplaceswill createval ue, but
participants- not the e-marketplacesthemsel ves- will capturethelion’ sshareof that value.
Thiseconomicreality will affect how e-marketplacesevolveandwhichoneswill survive. The
surviving e-marketplaceswill beeither mgjor, broad-based playersor nichecompetitorsthat
providespecificproductsor functions(Lowy, Ticoll & Tapscott, 1998). Themost cited reason
why one might expect el ectronic marketsto be more efficient than conventional marketsis
areductionininformationasymmetricsthat arisefromlower search costs. Economictheory
predictsthat high consumer search costswill lead to pricesabovemarginal costinequilibrium
(Hotelling, 1929; Salop, 1979for exampl ). If el ectronicmarketsallow consumerstomoreeasily
determineretailers’ pricesand product offerings, theselower search costswill lead to lower
pricesfor bothhomogeneousand differentiated goods (Bakos, 1997; Bakos& Brynjolfsson,
1999).

L ow procurement costs and potential windfallsare not the reason why the emergence
of business-to-business e-marketplaces matters. Procurement savings are important, but a
largeproportion of themwill ultimately be passed ontotheend customer. What doesmatter,
is competitive advantages. E-business will have atremendous impact on the competitive
landscape. Onlinebusiness-to-businessmarketplacesaregrowingvery quickly, butrealizing
benefits will take more work and time than what many companies may recognize. Online
collaboration services, themost promising areafor e-businesses, areonly beginningtocome
tothesurfaceandjust themost basic servicesarebeing offered today. Reali zing the promised
benefits of more sophisticated collaboration serviceswill require companies to implement
changesin systems, processes, culture, and behavior - aformidable task.

Naturally, the automotive industry has eyed these developments with great interest.
The automotive industry today ranks among the most established and mature industries of
theworld. Recent consolidationswill only further thewell-established dominanceof thebig
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