
CHAPTER 2.  BUSINESS MODELS ANALYSIS 

 

 Today, the success of web-based business strategies depends on having the right 

business model. An e-business model is an approach to conducting electronic business 

through which a company can sustain itself and generate profitable revenue growth. 

The business model spells out how a company plans to make money online and how it 

has competitively positioned in an industry (Trombly, 2000). 

 

 Internet business models can be categorized into two big areas, as online-only 

"pure play" business who is free of the baggage of old ways of doing business, and 

businesses that have both an online and an offline presence, so called the 

"click-and-mortar“ business, who can build upon and benefit from an existing 

infrastructure. (Coelho, 1997). On top of that, Hoffman, Novak & Chatterjee (1995) 

has categorized all the commercial websites into 6 kinds; they are Online Storefront, 

Internet Presence (flat ad, image and information), Content, E-Mall, Brokerage and 

Search Engines. A more recent grouping done by Rappa (2000), who has categorized 

the existing internet commerce into 9 groups as Brokerage, Advertising, Infomediary, 

Merchant, Direct Manufacturer, Affiliate, Community, Subscription and Utility.  

 



 Based on their assumptions and other researches, this paper has argued that of all 

the business method in which companies make money from the internet, can be 

categorized into 6 distinctive models according to their underlining properties. These 

properties included the type of product or service that they are selling, the role they 

play in a business transaction, the distribution channels they adopted, and the 

ill-defined method they use to generate revenue. The 6 major internet business models 

this paper proposed are Advertising, Content, Brokerage, e-Merchant, IT Solutions 

and Behind-the-Scenes, we will now discuss each model with real world examples. 

 

Table 1. Business Models by Different Sources 

Author Web Business Models 

Hoffman, Novak & 

Chatterjee (1995) 

(1) Online Storefront  (4) E-Mall 

(2) Internet Presence  (5) Brokerage 

(3) Content          (6) Search Engine 

Rappa (2000) (1) Brokerage        (6) Affiliate 

(2) Advertising       (7) Community 

(3) Infomediary       (8) Subscription 

(4) Merchant         (9) Utility 

(5) Direct Manufacturer 

This Paper (2003) (1) Advertising       (4) e-Merchant 

(2) Content          (5) IT Solutions 

(3) Brokerage        (6) Behind-the-Scenes 



 

2.1 Advertising Model 

 

 The web advertising model is an extension of the traditional media broadcast 

model and the most commonly implemented model. “The broadcaster in this case is 

the website, who provides usually free content (but not necessarily) and handy 

services like e-mail, forums, photo albums and such like, mixed with advertising 

messages in the form of banner ads. The broadcaster may be a content creator or a 

distributor of content created elsewhere” (Rappa 2000). The advertising model only 

works when the volume of viewer traffic is large or highly specialized. In most cases, 

the site does not intend to sell its content or service, but use them as attraction to first 

generate page views, or create user stickiness, once a sufficient traffic number is 

reached, they will go look for or long-term sponsors or event-specific partners for a 

steady income flow. There are 5 sub-types of business in selling advertising on the 

web, we will explain each with examples. 

 

Portal 

 Portal is a general term for a point of entry to the web, usually a search engine 

that includes diversified content or services. The high volume makes advertising 



profitable and permits further diversification of site services, famous portals are 

Yahoo, Lycos, AOL etc. The idea behind portals is the same as that behind television 

advertising; aggregating eyeballs and directing them toward advertisements. However, 

television viewers are passive, and people need to wait through the ads to see the 

shows they want to watch. The web on the other hand doesn't work that way, the 

viewers are active, and they have the power to choose by a mouse click the ads they 

are interested, and if they experience too much hassle or discomfort during visit, there 

are always thousands of places to go (Schwartz, 1999). A survey conducted by Jupiter 

Research on the attractiveness of different types of banner ads often seen on the 

websites. The study found that the most attention-getting ads are those featuring 

discounts or coupons (24%), are particularly informative (22%) and are related to the 

content the user is viewing (19%), as shown in Figure 1. 

 



 

Figure 1. Types of Online Ads that Are Likely to Grab the Attention of US Broadband 

Users. (Source: Jupiter Research, December 2002) 

 

 There is also niche portals, cultivates a well-defined user demographic. For 

example, a site that attracts sports fans like ESPN can be highly sought after as a 

venue for certain advertisers who are willing to pay a premium to reach that particular 

audience. (Hoffman, Novak & Chatterjee, 1995) 

 

Search Engine 

 Content-targeted advertising method is usually implemented in search engine site 

such as Google. Content-targeted advertising extends the precision of search 

advertising to the rest of the web; they identify the meaning of a web page and then 



automatically deliver relevant ads when a user visits that page. It provides an 

opportunity for advertisers to reach users based on specific content keywords and 

enables website publishers to generate new revenue from content pages. Another type 

of advertising method is called Query-based Paid Placement, usually seen with the 

resulted search, which search engine site sells favorable link positioning or 

advertising keyed to particular search terms in a user query, those paying a listing fee 

will have their ads showing above all others. Both types of advertising method of the 

search engine site are spotted in Figure 2, along with additional website sponsors. 

 

 

Figure 2. Content-Target and Query-Base Advertising 

 

Contextual Advertising 

 This means freeware developers who bundle ads with their product. For example, 

a browser extension that automates authentication and form fill-ins, also delivers 



advertising links or pop-ups as the user surfs the web. Contextual advertisers can sell 

targeted advertising based on an individual user's surfing behavior. Schwartz (1999) 

believed that popular software will tend to attract big account advertiser due to the 

high usage/exposure to the public users. Figure 3 shows contextual advertising in 

action. 

 

 

Figure 3. Contextual Advertising 

 

Affiliate Program 

 In contrast to the generalized portal, which seeks to drive a high volume of 

traffic to one site, the affiliate model provides purchase opportunities wherever people 



may be surfing. It does this by offering financial incentives in the form of a 

percentage of revenue to affiliated partner sites (Rappa, 2000). An affiliate is a 

sub-type of the web advertising model, because it is a collective way to sell advertise 

online. The affiliates’ jobs are to redirect traffic by banner ad-clicking to the merchant, 

turning first-time cybershoppers into consumers, the merchant in turns shares its 

revenue with the corresponding partner (Schwartz, 1999). It is a pay-for-performance 

model if an affiliate does not generate sales, and it represents no cost to the merchant. 

The affiliate model is inherently well-suited to the web, which explains its popularity. 

The most notable example of an affiliate network is probably the Amazon’s 

Associates Program, the first and largest affiliate network on the web. Each affiliate 

earns commissions of up to 15 percent on sales of books and audio CD's, just for 

enticing online shoppers to click over to Amazon's online superstore and make 

purchase. (Schwartz, 1999) 

 

 Refer-It.com is an online directory of about 400 such affiliate programs, which 

makes its money from the affiliate networks and software providers that sponsor the 

site. As a website owner generating daily traffic, you can sign up as many affiliate 

programs as you wish and make money from it, all at free cost. The method of 

payback varies with different merchant, pay-per-click are often used in the early 



pornography mega site, click-and-register (with the merchant) pays little more, banner 

exchange serve only own site promotion, and revenue sharing programs which is the 

most common and profitable for the small and medium affiliated webmasters. 

 

Loyalty Program 

 Third-Party advertising provides incentives to customers such as redeemable 

points or coupons for making purchases from associated retailers, in which Rappa 

(2000) called incentive marketing under his Infomediary model. In this model, the 

firm goes out to the physical world collecting willing sponsors to the program, then 

announce to its customer to purchase from these sponsored retailers and earn loyalty 

points, which can be redeemed for prizes. One famous implementer of such model is 

S&H Greenpoints, who tries to shape consumer behavior by rewarding the usual 

spending at different location, on the same time allows grocers to compete on a 

non-price differentiated basis on value and trust. Customers earn 10 Greenpoints for 

every $1 they spend at exclusive shops, either online or offline, and then redeem 

Greenpoints for in-store specials or rewards from the S&H Greenpoints catalog 

available both in print copy and website. Schwartz (1999) compared this kind of 

loyalty marketing to the air mileage program used in airlines, but only that a third 

party affiliate has more flexibility and expandability to advertising, especially with the 



great reach ability of the internet. 

 

2.2 Content Model 

  

 This model is mostly practiced in Internet Content Provider (ICP), who acts as 

the primary content creators or collector of information for the World Wide Web. 

They create written, animated, audio or video files for the purpose of selling (Rappa, 

2000). Users are charged a periodic subscription or pay-per-use fee for acquiring these 

contents. It is not uncommon for sites to combine free content with "premium" 

content, available to only subscriber or paid members. The content models are 

frequently combined with advertising models to maximize firm’s profit (Hoffman, 

1995; Prettejohn, 1995; Schwartz, 1999; Trombly, 2000). This paper now provides 

several sub-types of web firms who sell valuable contents, note it is impossible to 

cover all the type of content since everything can be charged, determined by the 

content owner. 

 

Premium Information 

 New York Times offers visitors free articles from the last 7 days, but anything 

before that requires a purchase. Financial sites provide free daily quote and the 



fundamentals, but in-depth analysis or business advices are only available at cost. 

These content providers tend to first offer free content to elicit users’ willingness to 

pay for more valuable content, in receiving partial free content, visitors would behave 

take-and-go and will not be so suspicious to the provider, in other words free usage to 

some extent will give more comfort and freedom to the new users (Schwartz, 1999). 

However, as the site becomes popular hit and customer’s fear diminishes, the firm can 

then change its payment system to a flat fee for full access to the database. 

 

Pornography 

 Arguably one of the most dominating industries on the internet, rich content can 

be accessed at users’ privacy and convenience. Currently, there are over 300,000 

pornographic web sites on the internet, and this number is growing every day 

according to David Burt of N2H2, a global internet content filtering company. Due to 

the high margin of profit, low entry barrier, ever popular market demand and the 

powerful affiliate programs, Cyber porn is essentially the fastest and largest online 

business in terms of consumer spending. Jupiter Media Metrix estimated that online 

pornography revenues in the US in 2001 totaled $230 million. They predict this will 

grow to $400 million by 2006. 

 



 

Figure 4. Online Pornography Revenues in the US (Source: Jupiter Media Metrix, 

2002) 

 

Gaming 

 Online games and gambling are also very fruitful in the virtual world. The most 

successful models lie in the online role-playing games, in which players pay monthly 

subscription fees to interact with other players in huge virtual worlds (Becker, 2002). 

Popular games such as Sony's EverQuest and Electronic Arts' Ultima have hundreds 

of thousands of paying players, generating steady revenue streams envied by other 

segments of the software business. Revenue from online-gaming subscriptions in year 

2002 was $274 million, up from $196 million last year. Market researcher Internet  

Data Corporation (IDC) predicts that total U.S. revenue from online gaming will 

increase almost 50 percent annually over the next few years, from $210 million last 

year to $1.8 billion in 2005. Jupiter predicts similar growth, with U.S. revenue 

projected to hit $2.55 billion in 2006. Advertising revenue will continue to account 

for about 30 percent of the market, Jupiter forecasts, with the bulk of revenue coming 

from subscriptions. 



 

 An Internet Casino is a form of gambling over the internet, considering as the 

most lucrative and exciting business on the web. A gambler can place wagers from his 

home on various games using a computer and a modem/DSL connected to the internet. 

Most games are those in the real world, Vegas-style Blackjack, Poker, Slots, Roulette 

and such like, as well as sports bets, lotteries and other forms of gambling. A gambler 

uses his credit card for a cash advance, giving him virtual chips or "V-Chips.", and 

use those chips as he would in any ordinary casino. On the screen is what you would 

see in almost any virtual casino gaming software that is sold in computer software 

stores, or downloadable from the website. All this takes place using software and a 

main server that monitors all the gambling activity, thousands of people from all over 

the world can gamble at the same time at one online betting location. Online casinos 

are showing a consistent positive growth over the past 5 years as shown in Figure 5, 

and revenue grew at even steeper rate in the 5 years as shown in Figure 6, reached 

over 3,000 millions in total revenue. 

 



 

Figure 5. Worldwide Gambling Population Growth 1998 – 2002 (Source: Nua Internet 

Surveys) 

 

 

Figure 6. Online Gambling Revenue 1998 – 2002 (Source: Nua Internet Surveys) 

 

Entertainment 

 Beyond newspapers and magazines, the web has encouraged the use of the 



content model for music and video as well. With its great portability and sound quality, 

MP3 has been a killer invention in the digital media evolution, gradually replacing the 

compact disc known as wav files. The famous case of Napster has somewhat boosted 

the popularity of MP3 music, people are willing to actually pay to have it downloaded. 

With this over-taking process inevitably taking place fast enough to wipe out the 

physical music mediums, music companies are changing their strategies and attitudes 

to deal with the reality; they are providing MP3 music from within. Listen.com1 is a 

leading online music company that develops and distributes platform software called 

“RHAPSODY”, a digital music subscription service. Launched in 2001, RHAPSODY 

gives consumers unlimited access to a vast library of music right on their computers 

in MP3 format. It combines one of the world's largest collections of on-demand music, 

professionally programmed Internet radio, and engaging music information and 

editorial recommendations all in one compelling application. Monthly subscription 

plan to Listen.com included listening to music on-demand, listening to Internet radio, 

or even CD burnings. According to Jupiter Media Metrix (2002), online music sales 

will reach a total of US$5.5 billion by 2006, up from $900 million in 2001. 

 

2.2 Brokerage Model 

                                                 
1 http://www.listen.com/about.jsp?sect=main accessed on March 18, 2003 



 

 According to Rappa (2000), internet brokers are market-makers, the middleman 

of the two sides, bringing buyers and sellers together and facilitate transactions. 

Brokers play a frequent role in business-to-business (B2B), business-to-consumer 

(B2C) and consumer-to-consumer (C2C) markets. Usually a broker charges a fee or 

commission for each transaction it enables. The formula for fees can vary, as well as 

the subject of exchange. This paper has categorized 4 types of internet brokerage 

service based on the properties of the things and ways being exchanged. 

 

Marketplace Exchange 

 As it’s mainly for B to B area, this model provides a full range of services 

covering the transaction process, from market assessment to negotiation and 

fulfillment, for a particular industry. The exchange can operate independently of the 

industry, or it can be backed by an industry consortium (Afuah, Allan & Tucci, 2001). 

The broker typically charges suppliers a periodic membership fees in order for them 

to exhibit product or service on their website. A good example is Global Sources, One 

of Asia’s leading virtual marketplace. 

 

 Global Sources creates and facilitates global trade between buyers and suppliers, 



by providing the right information at the right time in the right format. Its integrated 

sourcing and marketing solutions enable importers to buy, and exporters to sell, more 

effectively and profitably than the traditional trade media like magazine or other 

channels. They charge annual membership fee to the vendors to be listed on their 

website, vendors varies from high-tech goods to fashion wear, the website aggregates 

and formats industry-specific supplier and product information for the potential 

buyers, who can search and browse through a online catalogue in which content were 

provided by the registered (paid) suppliers, their main source of income is the 

membership fee from the listed vendors, along with advertising revenue from its 

related magazine publishing. By fiscal year ended in 2002, Global Sources Ltd. has 

reported financial results an increased profitability of 456%, from $0.8 million to $4.3 

million. And it is showing a steady growth potential in the Greater China region.2 

 

Demand Collection System 

 Besides the membership fee, some companies provide the same brokerage 

service on pay-per-use transaction fee basis; users can explore what’s offered and pay 

only when they found the desired product. This model is best illustrated by the 

patented "name-your-price" system pioneered by Priceline (Rappa, 2000). Prospective 

                                                 
2 http://corporate.globalsources.com/IRS/IROVW.HTM accessed on March 18, 2003 



buyer makes a final bid for a specified good or service, and the broker arranges 

fulfillment. The buyers indicate the product at the price they can afford, the firm then 

searches for suppliers who are willing to sell at that price. Unlike marketplace model, 

the buyers have the power to affect price, based on economic theory, the more 

demand the bigger bidding power, and easier for Priceline to bargain and negotiate 

with the vendors. Priceline made the surfers believe they have control over the price 

and at any level of service, there will always be someone willing to take the offer, 

Priceline is a perfect example in the form of broker, taking advantage of the great 

pervasiveness of the internet in connecting demanded buyers and willing suppliers. 

Priceline.com reported a net loss of $7.4 million in the end of 2002, despite the 

increased growth in its customer base.3 

 

People Matching 

 The purpose of the internet is to connect people, with this idea in mind, firms 

created a commonplace known as website for the right people to meet. No matter its 

online job search or dating, the objective of the firm is to provide platforms and 

information for users to find the person they were looking for. The bigger the database 

the more options for users, so the higher probability of finding the right one. When 

                                                 
3 http://www.corporate-ir.net/ireye/ir_site.zhtml?ticker=pcln&script=2100   accessed on Mar. 9, 2003 



the firm reached to a healthy cycle, traffic, member, interested advertiser, company 

reputation and finally profit would all grow at positive rate. (Haylock & Muscarella, 

1999) 

 

 The first example is Monster, the world’s leading career network. The business 

has become the number 1 job search and hiring resource site in the industry, across 22 

countries and over 800,000 jobs available to generate heavy load of traffic. As a job 

searcher fills an online resume and store in Monster resume database, a recruiter has 

to pay in order to access the resume database. This model has replicated and 

implemented in many countries, like 104.com in Taiwan. Success is easily duplicated 

because it is far better and effective than the traditional job matches, newspaper and 

headhunters, job seekers online access more and faster information, exposed to more 

options, or can simply be passive waiting for opportunities to knock on the door. In 

the midst of internet bubble, online job search is one of the profitable web business to 

stand out, in a sense that it’s a killer service of the early internet era (Haylock & 

Muscarella, 1999; Treese & Stewart, 2002). 

  

 Another famous web business to bring people together is the online 

match-making. An example can be draw from The FriendFinder Network, one of the 



leading global online relationship networks, allowing over 18 million registered 

members to confidentially and anonymously meet people with similar interests and 

mindsets in a safe, fun environment. The website offers daily horoscopes, photo 

ratings, free e-greeting cards, and the interactive FriendFinder Magazine written by its 

members. The Magazine includes member-submitted articles and poetry, as well as a 

question and answer advice forum. Free members only have access to a limited 

number of other member’s profile, Paid members have more or unlimited access to 

the database, send direct email or given other VIP services. 

 

 In the wake of the dot-com bust, online dating has proven one of the most 

popular paid internet services. People are increasingly comfortable with the internet, 

and any stigma attached to looking for a partner on the web is diminishing. According 

to Emode, a similar but scientific approach matchmaking site, reports that revenue for 

the top 17 online dating sites climbed to $386 million in 2002, from $100 million in 

2001. They expect the industry will maintain its triple-digit growth rate for the 

foreseeable future. In other words, the online dating service and profits will scorch 

more with the increasing internet penetration.4 

 

                                                 
4 http://uk.news.yahoo.com/030310/244/dv33.html      accessed on March 24, 2003 



Auction Broker 

 This model is best explained by the famous web brand of eBay, which conducts 

auctions for sellers, either individuals or merchants. Main source of income comes 

from seller’s listing fee and commission scaled with the value of the transaction. 

Auctions vary in terms of the offering and bidding rules. Since its beginning in 1994, 

eBay has been one of the few shining stars in the internet and has become a part of 

many members' lifestyles. Many members have created second businesses by selling 

items on eBay and some even moved their brick and mortar business to eBay. eBay's 

revenue is comprised of commissions paid on transactions, but strength in the 

business can also be seen in the total value of items sold, which is called gross 

merchandise sales, or GMS. In the fourth quarter of year 2002, users transacted a 

record $4.60 billion in GMS, up 68% over the year-ago quarter (Richey, 2003). On an 

annualized basis, eBay now has five categories that generate more than $1 billion in 

worldwide GMS: eBay motors at $4.3 billion, computers at $1.9 billion, consumer 

electronics at $1.8 billion, books/movies/music at $1.4 billion, and sports at $1.2 

billion. Revenues for the quarter came in at $413.9 million, up an amazing 88.7% 

from the year-ago quarter. Profits were equally strong at $87.6 million, representing 

an impressive 22.4% pro forma net margin. EPS of $0.28 was four cents better than 



analysts' expectations.5 eBay will remain as one of the most profitable internet firm 

and pioneer the industries as a major player of the internet. 

 

2.4 E-Merchant Model 

 

 “Every company is an internet company”, once said about the importance of 

internet utilization and selling products online. The revolution of technology has 

enabled the traditional firms to exploit a new sales channel, doing business and facing 

customers besides the conventional ways (Afuah & Tucci, 2001; Schwartz, 1999). 

The E-Merchant model explains how consumers can purchase real physical goods 

without walking out the door. For the sellers, the internet has been rewarding to those 

smart and innovative pioneers like Dell and Apples, capitalizing the opportunities of 

increasing number of internet shoppers. It is the combination of Rappa’s (2000) 

merchant and manufacturer models. There are only two distinctive areas in this model, 

like previously mentioned; those who has a physical presence or not, both types are 

analyzed below. 

 

Click and Mortar 

                                                 
5 http://www.auctionbytes.com/pages/abn/y02/m10/i18/s01     accessed on March 24, 2003 



 Traditional brick-and-mortar retail establishment with web storefront, this is 

what “e-commerce” was referred to by most people. They are physical firms with real 

world presence in the business economy, and the internet only serves as another 

channel to reach its customers (Coelho, 1997). There are many ways to use the web 

platform in distributing and marketing the products or services. Manufacturers like 

Dell implemented the famous Build-to-Order (BTO) model and fully utilized the 

power of internet. Dell has chosen to reach its customers directly by eliminating the 

middle distributors with the BTO model, thus increase its profit margin, upgraded 

efficiency, improved customer service, and acquired a better understanding of 

customer preferences (Dell, 2000). E-banking is also one area of web-interfaced 

service with the real world back-bone operation. With the efficiency and convenience 

over the web, people are becoming more accepted in dealing with financial matters in 

a user-friendly, perfectly executed, and sometimes rewarding system like in the case 

of E*trade, which encouraged people to do online trading with better discount rate. 

 

Direct e-Merchant 

 A merchant that operates purely over the web, as Hoffman (1995) called it 

“E-Mall” and Rappa (2000) called it virtual merchant or “e-tailer”, can be both 

wholesalers and retailers of goods and services. Usually an online catalog is available 



for shopper to browse through; purchase can be made via website, telephone or mail 

orders. Land’s End is an online direct merchant, working directly with mills and 

manufacturers, eliminating the markups of middlemen and passing the savings on to 

customers, who shop directly with a computer and buying with a click of mouse in the 

comfort of home. Land’s End’s leading technology called “My Virtual Model”, a 

virtual 3D fitting web-based program (see Figure 7), shoppers can try clothing on a 

model that resembles the self image, and decide the look or purchase. In addition to 

lower prices, direct merchant method of doing business also makes shopping simpler, 

faster and more convenient, no more shopping bags to carry, they can ship directly to 

customers to anywhere in the world. 

 



 

Figure 7. Land’s End’s 3D Virtual Model Technology (Source: Land’s End Website) 

 

2.5 IT Solutions Model 

 

 All firms attempting to make money in facilitating the internet business 

operation can be included as IT solution model, from simple internet connectivity 

service to online payment method. From hardware, infrastructure to software, 

business-enhancing services, they exist to solve problem, providing solutions to the 



internet sellers and buyers, in which it covered Rappa’s (2000) Utility Model, 

Audience Measurement Services and Trust Services. This paper now gives two 

example of an IT solution model. 

 

Transaction Enhancer 

 E-business is so novel to our understanding in the information era, there are still 

many loopholes, or business opportunities for firms to fill. Lack of standard or 

benchmarks in this uprising business, web-based companies have seized the chance to 

offer solutions. TRUSTe is an independent third party that engenders trust between 

unfamiliar parties entering into a transaction. The TRUSTe program was designed to 

ensure that online privacy is protected through open disclosure and to empower 

internet users making safe choices. TRUSTe’s privacy seal or "Trustmark," is an 

online branded seal displayed on members’ websites (see Figure 8). The Trustmark is 

awarded only to sites that adhere to established privacy principles and agree to 

comply with ongoing TRUSTe oversight and consumer resolution procedures. In 

order to acquire a Trustmank on their sites, members must go through legal procedure 

and of course pays a licensee application and annual maintaining fee. TRUSTe is 

trying to make the internet a safe, comfortable forum for consumers to exchange 

accurate information and conduct transactions, and become one of the internet proven 



standard for online authorities, like Verisign, the most famous internet trust program 

so far. 

 

 

Figure 8. TRUSTe’s Privacy Seal on Member Website 

 

Performance Measurement 

 For any business to survive, numbers play a big part of the game. No exception 

for online ventures, as the internet continues its explosive growth, online advertisers 

and e-commerce owners demand a reliable source of internet statistics, for them to 

have the capability to target discrete audience segments and develop sophisticated 



business strategies (Hagel & Armstrong, 1997). Audience market research agencies 

like Nielsen/NetRatings is a perfect example who sees the need and implemented this 

model. They use a unique technology capable of measuring both internet use and 

advertising to provide the most timely, accurate and comprehensive internet usage 

data and advertising information in the global marketplace. The main source of 

income comes from selling service plans, included research result of internet 

measurement and analysis, and technology-driven information solutions for media, 

advertising, e-commerce and financial companies. 

 

 Another example of performance measurement is Double-Click, who provides 

complete suites of tools that simplify and synchronize the planning, execution and 

analysis of online advertising and email and database marketing. As one of the many 

Application Software Providers (ASP), Double-Click’s software can be implemented 

to accurately tracking customer behavior across channels, and interaction between site 

traffic and transactions, in other word, they offer a total solution for web ad 

measurement and internet marketing. 

 

2.6 Behind the Scenes Model 

 



 As the name refers, this web business model may not seem to be obvious on how 

they generate revenue, nor the business method suits in any models mentioned above. 

This ill-defined model means that websites provide valuable services, contents or 

products to web surfers at free of charge, but sell the collected user information to a 

third-party for a price. This model can be disguised in any the above mentioned 

models, it can even offer equivalent goods and services, but besides selling 

advertising or products, they sell more than they should. 

 

Community Model 

 Online community is the model that has the most possibilities to derive out 

different other business models, because the tremendous diversified constitution of 

people and places in a virtual community (Hagel & Armstrong, 1997). The internet 

brings people together who share the common interest, experience or identity, and the 

beauty of the community model is members’ high loyalty to the site, due to high 

investment in both time and emotion, input or output wise. Revenue can come from 

the sale of promoting products or voluntary contributions. Best known in the example 

of Red Hat Linux, where software is developed voluntarily by a global community of 

interested programmers. The businesses that emerge around open source products rely 

on revenue generated from related services like systems integration, product support, 



tutorials and user documentation. 

 

 Websites also have a more malicious, under-the-counter way to make money. By 

giving away free and quality contents or services to web surfers, daily traffic and 

member database will expand quickly, when it reaches to a sufficient level, sell the 

database to buyers of other intention. All websites that required member registration 

for “member-only” content are the potential implementer of such business model, or 

better described as a method of “expanded” sell. Data about consumers and their 

consumption habits are valuable, especially when that information is carefully 

analyzed and used to target marketing campaigns (Rappa 2000). However, these data 

collected about users is sold for the purpose of targeted advertising, without the 

consent of the user at the time of registration (Sandoval, 2000). These information 

were input in a carefully designed, well-manipulated questionnaire forms to minimize 

user’s suspicion, although the site may state a strict privacy-protection and anti-spam 

policies such as “XXX.com will not sell, rent or disclose your e-mail address to third 

parties”.6 

 

                                                 
6 According to Sandoval (2000) of CNet, at least three companies, “Boo.com”, “Toysmart” and 
“CraftShop.com”, have either sold or are trying to sell highly sought-after customer data that could 
include information such as phone and credit card numbers, home addresses, and even statistics on 
shopping habits, to those appeasing creditors. (http://news.com.com/2100-1017-242649.html?tag=rn) 



Born-To-Be-Bought Model 

 The last model a web-based business can make money from the internet is to be 

purchased by individual or corporate buyers. PayPal is a third-party payment 

mechanism for buyers and sellers to settle a transaction over the internet; it was 

recently purchased by eBay – the largest online auction site. With the acquisition, 

eBay gains control of the popular electronic payment service favored by many of its 

customers, and the combination of the two networks should expand both platforms 

while minimizing shared operational costs. For eBay, it was easier to buy its rival than 

to beat it, for PayPal, they have grown to a point to impact the e-world and the hard 

work is finally paid off. Another example is Kimo.com, the leading web portal in 

Taiwan, was sold to Yahoo in 2000, and the deal highlights the web industry’s trend 

toward consolidation and globalization. Web ventures do not intend sell its entity 

initially, but it can bring fast and enormous wealth if the price is right, because the 

ultimate goal of managing a website (or any business) is to maximize its terminal 

wealth, making it valuable and marketable. 

 

2.7 Chapter Summary 

 

 In this chapter, we have seen there are 6 major business models on the web with 



its respective sub-types. Selling mass or targeted advertising online accounts for more 

or less a good source of income for those “pure-play” web firms. Selling content is 

feasible if it is valuable or has no close substitutes. Brokerage works well only if you 

are number 1 or 2 in the market. E-Merchant model provides another channel for the 

meat-space “click-and-mortar” business to sell. IT solution model has good potential 

since there are many problems to be solved in doing businesses online. Finally, behind 

the scene model explained yet another way to make money although it may not 

appeared to be legal. 

 

 Most web business however is combining the models, for instances, portal sites 

may sell advertising as well as their content; online communities may act like a broker, 

provide solutions and sell the database when the price is right. For new web ventures, 

it is important to explore multiple source of income in order to maximize its profit and 

stay alive, for those well-established companies, online or off-line, customer loyalty 

and brand awareness are far more important. 

 

 In the next 2 chapters, we will look on the other side of internet, the buyers of the 

web business. Chapter 3 will first reviews the current internet usage and the internet 

consumption up to the year 2002. Based on that, Chapter 4 will forecast the future 



trends of the internet, in respect of the industries and consumer habits. 



 


