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Great things can be accomplished by companies which create their own markets.

Alan Cane

Old economies look like hi-end dinosaurs that mainly compete for existing, often conservative and mature markets. Vice versa, the new economies are focused on markets not already in existence that could be missed. Increasingly modest gains arise at the horizon of conventional markets. The impending scenario, which appears nowadays focused on the e-commerce, shows pictures of a deep change to the traditional approaches and thinking in the modern interdependent world. It is going to bring fresh competition in the free market economy and to narrow down the international borders. Yet, this does not mean that novel markets lead to economic heaven. Indeed, for today’s dot.commerce ventures the road to the Promised Land of prosperity is a navigation in troubled waters.

At the dawn of the Internet time early birds-dotcom companies have merged from the US to threaten values of the old economy’s conventional wisdom. In the late 1990s, Andy Grove, the Chairman of Intel, stated, "In five years time, all companies will be Internet companies or they won't be companies at all." This assertion has been deciphered as an imperative need and a challenge for all types of companies to use the Net “ to lower costs, enter new markets, create new revenue streams and, importantly, redefine relationships with customers and suppliers”.

Up to now we have been plunging into the explosion phase. Yet, the trend is headed towards a shake-out in the consolidation phase that will see the mastery of titans
, first, and, then, tyrants
 even tough the shape of the successful companies will not be comparable to the industrial giants of the recent past (see chart 1). Just the simple fact that transaction costs are dramatically reduced by the Internet makes uneconomic the size and the vertical integrated organisation of the modern industrial corporation. The rules of what has been dubbed the “law of diminishing firms”
 will be carving the form of the incoming titans and tyrants. Within the Net, leadership pattern not size brings about market dominance

Figure 1- The evolution of dotcoms
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Online markets

Different species of dotcoms populate the cyberspace. The Economist’s e-commerce matrix displays four market segments: business-to-business, business-to-consumer, consumer-to-business, and consumer-to-consumer (see chart 2). There are dotcoms that offer solutions to end-users whereas others provide the foundations (the electronic bricks and clicks of Internet) on which the e-merchants can built their niches in the cyberspace. There are online businesses that rely on advertising (e.g. a portal site). By contrast, others become successful only to the extent that visitors make purchases (e.g. a web retailer, Lastminute.com, “had about 600,000 registered users by the end of 1999 but only 29,000 paying customers” – reports the Financial Times
).

Online markets can be built around buyers or around independent exchanges. The first have been called “pyramid-shaped”, biased markets
, since they are characterised by a fragmented mass of SMEs which form different tiers of suppliers used to work alongside few big buyers. These hold a great market power, reinforced by their recent attitude to enhance virtual markets by consortia that replace stand-alone online efforts. The Economist reports that carmakers such as General Motors, Ford and DaimlerChrysler have created a consortium that is the world’s largest virtual market, which will buy $240 billion-worth of parts from tens of thousands of suppliers. A retail consortium, called GlobalNetXchange, which will bring together $80 billion of annual purchases, has been announced on February 28th by big retaliers America’s Sears, Roebuck and France’s Carrefour
.
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Figure 2- The e-commerce matrix 
Source: Shopping around the web. A survey of e- commerce, The Economist, February 26th 2000,  page 9.

Vice versa, online markets built around independent exchanges show fragmentation on both sides of demand and supply. The have been labelled “butterfly-shaped’, neutral markets in which online intermediaries are conjectured to play a key role.

B2B online trading: will smaller suppliers fall in desperation?

Teaming up, big corporations build their own online marketplaces. As a collective group of large buyers, they exercise a strong, short-term pricing pressure on their suppliers, affecting mostly those that provide commodity items easily framed in an online format. Namely, third-parties smaller suppliers will suffer from dropping prices in terms of lower profit margins. Suppliers could oppose buyer-driven exchanges combining forces they too. Yet “suppliers are often so fragmented that they would have trouble accumulating enough critical mass to lure suppliers to their site”, analysts say
.

However, there are analysts to whom suppliers' pricing fears seem overemphasised. They outline that buyers need suppliers, so suppliers’ margins can’t be squeezed “to the point where suppliers would disappear”. But there is even more than the imperative of necessity. Price is only one variable in the buying decision-process, and industrial businesses in particular buy looking at issues such as quality and delivering time. The battlefield for prices might evoke a model of pure exchanges by online trading. On the other side, quality matters call for a model that links up buyers and sellers. This has the most relevance in the case of strategic components and modules providers. Last but not least, a third argument enlightens on those online trading advantages for suppliers that are lower marketing and sales costs, which counterbalance the negative pricing pressure.

How much perfect will competition be in the www.bazaars?

Digital markets in which dotcoms are embedded are expected to work in a way similar to that of the ideal competitive market, that is “perfect competition”. Chart 3 shows how a perfect market ought to be. Lack and imperfection of information, entry and exit barriers, regulatory restrictions, such as those for the use of time enforced by guilds in the retailing markets, and the like, make the difference between real and ideal markets. Imperfections are paid by consumers in terms of a reduction of the consumer surplus (see chart 4).

In the today’s Arab bazaars as once upon a time in the medieval marketplaces a vast number of potential buyers and sellers use to gather together. One-stop shopping, in which all information is immediately available, transaction costs are almost equal to zero and prices are never fixed once-for-all, makes possible a continuous interaction between a buyer and a seller. Both dealing for price as well as other factors beside it, until they find the best match between demand and supply.
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Figure 3- The world of perfect competition

·  Products are identical.

·  Free entry/exit: no barriers to entering or leaving the market.

·  Large number of buyers and sellers.

·  Full information about supply and demand.

·  Customers are perfect informed: no search costs, no time wasted seeking the right product).

·  Every buyer would be matched with the supplier that could best meet his needs.

·  Prices would be at exactly the level that would keep supply and demand in equilibrium.

·  Sales are priced at the marginal cost of production.

Digital markets are in some way the world-wide web version of Arab bazaars and medieval marketplaces. Vis-à-vis conventional markets, online consumers can be more easily informed about prices and other dimensions of competition, bearing lower search costs on Internet. Thanks to digital technologies -such as request-for-quote, a patented technology developed by Perfect.com, a dot company unveiled on February 17th 2000
- consuming a very short time, just seconds, buyers can describe what they want in many different aspects: for instance, speed of delivery, supplier’s reputation, warrant period, and price. Automatically the technology is capable to get the best deals.

Figure 4- Market imperfections harm consumers
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Of course this does not mean that the Holy Gray of perfect competition is or might be in the consumer’s hands. Digital markets are far from being frictionless. A research by Michael Smith, Erik Brynjolfsson, and Joseph Bailey
 has shown that “prices dispersion online is no smaller than it is in conventional markets” (chart 5). Overall, as The Economist contends, there is a reasonable expectation that the market soup consumers will be testing over the next future should be made by a double flavour of perfect and imperfect dotcoms.
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Figure 5- Price dispersion even in the cybermarkets

Online price dispersion 

At different online retailers price for:

· Identical books and CDS differ by as much as 50%.

· Airline tickets differ by an average of 28%.

Reasons for Online Price Dispersion

· Search engines are not always much use:

· Yahoo’s book retailer section lists 6,219 sites.

· Altavista returns 5,173,884 possibly relevant web pages for online bookstores.

· Consumers go directly to the most known retailers: Amazon.com or CDNOW, even though they charge 7-12% more on average.

· Consumers are reluctant to change site, especially when their usual site is customised to suit them.

· “The more customers know about a product, the bigger evangelist they become” (notHarvard.com’s founder, Mike Rosenfelt).

Source: Frictions in cyberspace, The Economist, November 20th 1999.

Perfect.com type of companies

Perfect.com is a seasoned team of advisors, managers, engineers economists and procurement specialists from Stanford University, McKinsey Consulting, Microsoft, NEC, Oracle, Inktomi, Intuit, Sun Microsystems, Time Warner Interactive, Walt Disney and more. The team collectively holds twenty masters and doctorates in Computer Science and Economics.

Perfect.com type of companies build networks of alliances or coalitions for the creation of new businesses, rather than a series of one-by-one relationships for the survival of existing market position. Within coalitions they share the same view of the future and compete for market learning. 

The novel company’s intellectual leadership, supported by a range of competencies, is the magnet of renowned corporations that are attracted into her universe (see chart 6).

The cradle of Perfect.com type of companies is a cosmetic rather than a taxonomic community in which orders, rules, procedures and collusion are replaced by chaos, serendipity, knovation (knowledge & innovation) and co-opetition (co-operation & competition). These are the best social endowments a cosmetic community provides to outsiders such as fresh start-ups to gain a foothold on the economic-growth ladder.
New business ideas generation is the outcome of a greater social interaction. Which means that a cosmetic community reduces mental and

Figure 6- Perfect.com network
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not only geographical distances, as well as distances between basic and applied research, between researcher and entrepreneur.

Frictionless commerce?

There are dotcoms that support consumers in the search for best prices. Thanks to price-comparison engines, which allow ranking the e-stores by price, consumers can have enough information to buy at a price lower than the monopolist or oligopolist level. Since the cost of price comparison is meagre, a consumer has a real chance of negotiating prices, playing vendors off against one another. On the other side of the coin, producers are better informed too. They can see the prices charged by their competitors and consequently they can react to price cuts by their rivals adjusting their own prices. Full and reciprocal information keeps one competitor from cheating the others. This means that competitors can rely on a ‘spontaneous’ cartel to keep the price at the oligopolist level, instead of being aggressively involved in a price war.

Thus, in the cyberspace where consumers and producers have access to the same, full and perfect, information, the market price for a product or service should fluctuate between two ideal levels. For the buyer, the ideal price is that at the lowest level consistent with the perfect competition market. For the seller, that conforming to a cartel mode, which allows setting price at the highest level. Timing and intensity of price cycles will depend on frictions arising from many factors. From the supply side maybe the perfect information-induced effectiveness of the new cartels. From the demand side, maybe the consumers’ propensity to pay a price higher than that of perfect competition: the extra being justified, for instance, by the loyalty to a particular vendor or the value they assign to a specific brand, and so on (see chart 7).
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Figure 7- Perfect information and price cycles

What we have called “ideal price” reflects changes on costs caused by the move towards (quasi) perfect information. Dotcoms contribute to cut inventory and fixed assets costs, procurement and marketing expenses, and more. Lower costs compensate for lower margins companies have to accept as a result of a fierce competition by the Internet. Winners would be those businesses gifted to exploit the advantages the new economy offers in terms of additional growth and creation of new businesses. Which means playing competition for bigger markets instead of for a larger share of existing ones in the meanwhile that new markets are entirely missing.

On the whole, looking at the macro scenario, Jeffrey Sachs from Harvard University has argued that higher productivity driven by digital technologies will change into gains both for consumers, in terms of lower prices, and workers, in terms of higher wages. By contrast, on the business side, incumbents should not benefit heavily from higher profits because of free entry for new companies and, hence, the great openness of the digital markets.

Buyers and sellers: who is who?

In the industrial economy there is a clear divide between buyers and sellers. A swarm of unorganised individuals buy products manufactured by companies that hold a market power. Buyers tolerate inconveniences such as those caused by lack of information, uncostomised information, place of purchase, shipping delays, and, on top, prices fixed by sellers and cartels companies concoct to freeze price competition.

The landscape of digital economy shows a view on an alternative scenario. Boundaries between buyers and sellers are blurred. Acting as pro-active, organised communities of like-minded people, buyers are no more restricted to the passive role of product and price takers. Thus, a web community of world travellers can determine the kind of flight and accommodation they are looking for, and offer a price. Sellers will bid to win that offer. A pool of customers can first collect information about themselves and then sell it for a given price to companies. A cluster of customers focused on a particular product or service can deliver personalised messages to a specific company as for the quality and the price of its offer, pushing the company to upgrade the current product/service
.

Confronted to the challenge of customers who are no more passive recipients of what vendors decide to supply, companies are compelled to gain fresh insights to make better business decisions.

Search for experience

A collection of digital technologies that shape the cyberspace might create an illusion of space. However, to the consumer’s habit to search for experience, e-companies cannot reply sending over the Net a mirage. Digital not less than physical companies need to look the customer in the eye, even though a digital one, and say: ”I really want you to tell me what you think”
. Market creation in the cyberspace stems from dot companies that provide would-be customers with new experiences. The basic idea is that of building a website through which consumers of apparently similar goods can get an entire experience and learn their different features. Take the example of packaged goods such as tea, coffee, pasta and lookalike. Their producers face two opposite pressures. 

On one view, the big consumer goods companies make it very hard for a small company or a new one to beat their top-selling brands. Shoppers are used to buy the familiar brand, and so a large part of the price they pay is for the branding. The cost of advertising and promotion required to come up with a competing brand would be much too high for a small company to cope with.

On another view, as a consequence of imitation and commoditisation of those products at an accelerating pace, a growing number of individuals seem to be affected by the syndrome of “I-think-I’ll-buy-that-instead”, which means replacing the brand name with a product “just like it, but a bit cheaper”. Those two conflicting strands could be managed, thanks to software tools, by dotcoms capable of transferring an entire experience like that Starbucks successfully provides for drinking coffee
. Those are “personal shopping agents” who open up new markets by teaching consumers how to select, appreciate and find a specific product or service. Personalisation agents don’t sell or ship any product or service. They are the consumers’ trustworthy interfaces that organise a dialogue with them based on an interactive e-mail technology through which contents could be added or modified, and new product ideas developed. Summing up, changing the appeal of a product or service is what a personal shopping agent does really aim to succeed.

Information and communication are the bread and butter of webentrepreneurs. Their e-programmes are a sort of Michelin Guide for the surfers in the Net who, beyond their intentional actions, can detect by chance things and features they didn’t know existed or get in touch with people and organisations they weren’t looking for (see chart 8).

A natural corollary of a process that helps people express their individuality by moving away from the mass market seems to be the fragmentation of the audience and, hence, of brands. It has been argued that global branding should loose its appeal in favour of local labels. There might be an even more shocking implication, which is that entry to a market would be facilitated because the user doesn't have to buy the brand at all. 

With the needs of the individual dominating online markets, the recipe for success of dotcom ventures is based on mass customisation that implies “thinking about what makes people different, not what they have in common”. But the search for experience by customised shoppers can’t
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Figure 8- Serendipity in the Net - Searching for experience through programmes that guide surfing in the www.bazaars

www.alexa.com – A browser plug-in that provides on-the-spot information about sites and products as you browse.

www.flyswat.com – Loading a Web page with any text in it, chances are to see some of the words underlined in yellow. Click once on this text and a small window will appear with a range of links to pertinent information.

www.neobutler.com – Sends you e-mails suggesting similar Web sites, and stores pages you visit for quick recall.

www.thirdvoice.com – Allows users to post invisible notes to any Web site their visit. Anyone else with the same software can read those notes.

Source: Jeremy Wagstaff, Programs guide surfers down Internet’s Byways, The Wall Street Journal Europe, Thursday, March 16, 2000.

be merely converted in a magic formula of adding a website to an existing business. A quantum leap is compulsory. The whole business has to be reshaped around the Internet’s hi-charged features:

· Communication-easing.

· Transaction costs approaching zero.

· Each customer as a market segment of one.
· One-to-one networking.
· Price comparison-easing.

· Cost-saving.

· Greater choice.

Compared with the incumbent bricks and mortar companies, early stage dotcoms are more suitable to the new form of market creation caused by today’s digital revolution. They hold the right properties of being lean and swift enough to bring producers and customers closer together, and build individual relationships between them.

A new phase of the power play between manufacturers and retailers
Who knows more about what consumers want and are ready to buy? Manufacturers that make packaged products or retailers that deliver them to the public? Once the producers controlled the relationship between the two, being the custodians of the very relevant information about the consumers’ behaviour. The creation of superstores owned by even larger retailing groups with an increasing buying power has shifted the balance of power in favour of the latter. Nowadays manufacturers can attempt to strike back launching their own internet sales channels through which they can reach out directly their customers.

In principle e-commerce enables them to bypass distribution partners, but in the real world a direct distribution strategy gives rise to a severe reaction by retailers. Experts deem punishment strategies enforced by store operators quite probable. Warton School’s Eric Clemons has identified the risk factors for manufacturers eager to readdress the balance of power
. Namely, manufacturers cannot disregard physical stores run by their old distribution partners, since the internet retail market is not yet sufficiently developed. Slower the shoppers adopt the alternative online market, faster the punishment by traditional channel intermediaries. Moreover, supermarket chains that go online can get a precise picture of consumers with and without brand loyalty. A dynamic reconfiguration of the stores according to that picture permits the retailers to respond just in time to the offending manufacturers. Cutting their shelf space, asking them for special discounts, pushing the preferences of consumers towards goods most profitable to the store are actions through which retailers could sanction the bypass strategies pursued by manufacturers. Last but no least, the fragmentation of audience we have been talking about in the previous chapter adds concerns to the negotiations manufacturers need to open with their distribution partners.
Online retailers, whether existing traditional stores or internet start-ups, force manufacturers to enter a new phase of confrontation with distributors. It has been argued that producers “must build brands so strong retailers can’t afford to ignore them”. Groups of them could also create global, online business-to-business marketplaces, which, in turn, could become business-to-consumer exchanges. All in all, as “retailers are acting like manufacturers, putting their own names in the products they sell in their stores, so manufacturers need to act more like retailers, as well”
.

Customer expectations and rewards

Web markets raise expectations. In the e-marketplaces customers count on having a good buying experience, getting goods at a timely fashion, being satisfied with results, and paying competitive prices compared with physical markets.

Search for experiences leads dot vendors offering to each dot buyer something of unique at every time. In the uniqueness of what has been bought there are incorporated two different dimensions of customer satisfaction. On the one hand, value for money. On the other hand, time well spent. From the webentrepreneurs’ pledge that they make faster and cheaper the use of time for individuals who are cash-rich and time-poor, one could easily infer that digital shoppers ought to be keen to reckon return on time in addition to that on money. Nevertheless, if the customer satisfaction rating in the digital economy will be commanded by as usual-financial considerations or by temporal ones engendered by the upsurge of web markets is still an open and controversial question.

The time dimension sheds light on the weakest spot of dotcoms: the distribution system. As one survey at the end of 1999 claimed, 10 per cent of cyberspace orders fail to arrive at all. Delivering goods over the web itself is feasible for computer software, music, films, and maybe newspapers and books. For the rest, which is the bulk of goods and services, distribution is physical and not digital. There is no value in a dotcom that cannot deliver products or services it is going to sell. So, winners will be those dot companies capable of physically handling goods ordered online. They have to make a choice between building their own logistics and distribution system (the pioneering online bookseller, Amazon.com, has been an early bird on this route) and outsourcing delivering. The second choice should be dictated by the degree of creativeness of the distribution partners to add digital operations to the physical ones in order to raise the level of fulfilment of both parties
. 

The divergent quality of logistics and delivery, in addition to that of the infostructure, has already produced a performance gulf between e-markets from different countries (see the comparison between UK and Italy in chart 9). 


Figure 9- Indicators of web markets performance in UK and Italy

	
	Italy
	UK

	Place an order on Internet (in minutes)
	13.2
	8.4

	Days for goods to be delivered 
	15.7
	4.1

	Average cost of delivering (in Euro)
	6.87
	4.36


“Click-and-mortar” companies

Buyers and sellers are used to leave in a climate of social interaction. So far, brick-and-mortar retailers (or “real” retailers) have been the providers of this opportunity, selling human relationships. They offer conventional options, including human touch and feel, that is face-to-face communication accompanied by gestures, body movements and facial expressions that enrich the speech. In sectors such as food and clothing consumers assign a high rank to these types of emotional experiences. 

Pure e-tailers (or “virtual” retailers) draw attention to functional and price performance, unlocking value for buyers in terms of price reduction and greater accessibility to a broader spectrum of products and services available together with reliable delivery, even tough at the expense of the emotional appeal of the offering. A third specie of retailers brings the merging of conventional and electronic options, still remaining attached to offline geographical clusters. Click-and-mortar retailers, as they are labelled, blur the boundaries between the ‘functional’ and the ‘emotional’ trading models.

According to Extraprise, an e-services firm that helps companies create customer-driven business by integrating online and offline channels, in order to manage customer relationships click-and-mortar companies deal with multiple touch points of which e-commerce is one of many channels to the buyer. Their major challenge is how to integrate and synchronise “retail, catalog, e-commerce, direct and indirect channels, and still create a consistent experience to customer”
. Which means that the latter can purchase the same product from online or offline channels, and, regardless of the specific channel, he receives a “common message, clearly stated and sustained by consistent service and support”.

Customer-driven click-and mortar businesses focus on enterprise relationship management (ERM) software to which they add e-commerce capabilities. The successful integration of both applications enables a company to provide complete synchronisation of a variety of channels. 

Web-based kiosks

Pure dotocoms migrate to a click-and-mortar business model building customer contact centres that “combines online support, inbound call center, email and facsimile facilities”. On the opposite side, brick-and-mortar stores set up web-based kiosks whose attraction could turn out more tempting in those countries where people leave within easy reach of shops. Indeed, this form of buying and selling nuclei is deemed to do better than the pure model of online commerce in terms of conversions of visitors into buyers (chart 10).

Web-based kiosks entice a far-reaching audience of consumers into playing the “bid-and-ask” exercise usually restricted to knowledgeable collectors and specialised dealers embedded in the traditional auction markets: namely, commodities, one-of-a-kind items, and rare or precious items such as art or jewellery
. Once caught in a social interaction with vendors, visitors seem more keen to make purchases, accruing from their own transactions a greater value than would have been otherwise got by shopping at the brick-and-mortar stores (see chart 11).

Technologies are already available that can enhance the effectiveness of web-based kiosks where would-be customers are allowed to create their own products within an innovative environment for emotional engagement. They can interact directly throughout the design, configuration and manufacturing processes. For clothing, this is the case of a technology called “Digital Fashion”, which has been developed by a company with the same name
. Digital Fashion works with a contour system that measures the human body size within just a few seconds. The customer stands in front of a camera in three different positions. There

Figure 10- The hybridisation of pure offline and online business models


Source: Adapted from Beyond E-Business, Extraprise Report, extraprise.com, Vol.3 No.1, January 2000.


Figure 11- Value-creating transactions for shoppers in web-based kiosks

Shoppers can:

· Source information.

· Decide on the items to buy.

· Create personalised items (mass customisation). 

· Negotiate changes in product design or other product features.

· Negotiate price deals – consumers can really change prices.

· Check prices: from basic price comparison to value-based pricing where price is a component of the buying decision together with the retail-brand awareness, the service content ad the reliability of physical delivery of the product.

· Order items (alternative to ordering at home).

are taken two shots from the front and one from the side. The system places these three shots together and a precise model is formed. With this model different kind of sizes are determined within a very short period of time. These data are placed in a computer. Also special wishes from the customer (for example, about the quality and the style of treasure pocket) are put in the computer. Then, data are sent to a central sewing workplace where professional staff makes sure that the suit is prepared exactly as the customer wishes. Few weeks later the custom-tailored suit is delivered at the purchaser’s site.

Chasm, tornado, dead zone: how dangerous are the waters of digital markets

Highfliers must annihilate the expectations. Webentrepreneurs, too. So, how many dotcoms will be surviving once the ascending wave of the e-economy will have reached its peak? To get a clue of companies working well in the new economy, there are some potential indicators for measuring their performance (see chart 12). Those indicators need to be complemented with forward signals that help sailing round the dangerous waters of digital markets
.

Geoffrey Moore, chairman of the Chasm Group and a venture partner at Mohr, Davidow Ventures, has drawn up a model that has much to say about those signals (chart 13). What Moore calls “visionary customers” and “pragmatists” are comparable to lighthouse keepers who, by means of gain (green light) and discomfort (red light) e-business processes cause them, transmit signals to dot companies that are navigating in the cyberspace.


Figure 12- Potential indicators of dotcoms’ performance

· Inputs

· Number of sources used. 

· Time and resources to generate new material.

· Outputs

· Number of pages.

· Quality of information.

· Results of user searches.

· Number of queries answered.

· Speed of response.

· Outcomes

· Customer satisfaction.

· Impact on their business.

Source: David Skyrne, www.entovation.com

A dotcom start-up needs early buyers making experience from the solution to their problem the new vendor provides. Since most novel technologies- Moore argues- can offer only a partial solution, a new market can be disclosed only by enthusiasts ready to accept a very high pain in exchange for a very high gain provoked by an innovative but imperfect response to their requirements. 

By contrast, pragmatic buyers look for a complete solution through which they can get a very high gain while suffering only from a modest distress. The vendor, who fails to get the remaining x per cent in order to deliver a whole product or service, will be falling into an abyss. The dot start-up, therefore, has to be very attentive in decoding the signals transmitted by the pragmatic buyers “who look to each other for guidance during the chasm phase”: if “no one like them is adopting, so they too hold back” –Moore holds. Correctly deciphering those signals means that the dot start-up has been focusing on a niche of pragmatists as a chasm-crossing mechanism.

Once in the mainstream market, the dot company committed to make available a painless adoption with a high gain, can capture the benefits of the market take-off: what Moore calls the “tornado of an hypergrowth phase at triple-digit rates for several years”. Finally, the new product or service being utterly successful (a “must-have” item), the tornado’s vortex will change into the calm of a mass-adoption market: a mature phase that rewards customers with a pair of very modest gains and no discomfort.
Many vessels are expected to be in trouble during the navigation in waters so dangerous. Not only the bulk of new ventures fall into a chasm trap. Even those crossing the chasm can get into sandbanks. What they offer might appear nice to would-be customers but not still a must. Overall, a small gain will accrue to buyers in exchange for a modest pain. In a “dead zone” you can’t survive. Either you try to restart the navigation changing your current course or you die persisting in your flawed moods.

Figure 13- Dot companies navigation in the cyberspace - The Moore’s business model


Source: Geoffrey Moore, Why Companies Fail, letters@redherring.com.
Today’s webentrepreneurs resemble a modern day Candide in search of the best-of-all possible worlds. They place emphasis on the upsurge of online markets that compensate buyers with very high gain and no distress. How many dotcoms will be keeping or missing their promises it depends on the mode of navigation in the dangerous waters the Moore’s model vividly traces.

The dances of capitalism

The dances of capitalism mark 500 and plus years of market creation, from the weekly village markets to the 24 hours/7 days-global village e-markets (chart 14).

Figure 14- The dances of capitalism 

Source: Chip Bayers, Capitalist Econstruction, Wired, March 2000
What we are seeing nowadays is a radical change both in consumer and producer behaviour. New electronic markets are reshaping the capitalist structure. A (quasi) perfect market seems a feasible goal. The business practice of a fixed list price settled by the vendor might be replaced by interactive pricing through negotiation between seller and buyer. That is, the customer too will determine price.

Webentrepreneurs acting as personal shopping agents for the consumers will profoundly affect the concept of brand. Not less dramatic will be the effect on the concept and use of time and space. Individuals and organisations keen to share the experience of the new dance will be able to multiply.
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