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 Internet-based companies have been invading the fortune 500 list of the biggest companies 

in the world. These companies have been able to harness the power of instant global 

communication and collaboration enabled by the web. Even some traditional firms, e.g. Nike, 

Wal-mart, have been able to benefit from the web and create more value for their customers 

by reconfiguring their offering to a combination of a physical product and web functionality. In 

this paper I examine the phenomenon of firms in traditional industries, i.e. brick-and-mortar 

firms, combining their physical product with web functionality. I conclude that combining a 

physical product with web functionality will be a necessity for success in the future. Brick-and-

mortar strategies or purely online strategies will not be competitive against strategies that 

realize the fact that the online world and the real life world are connected and that the two 

worlds will continue to integrate further. Furthermore, these “brick-and-click” strategies need 

to integrate the web as more than just an integration platform or an electronic brochure. 
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INTRODUCTION  

On 31.8.2008, Nike was able to mobilize 779,275 participants from 142 countries for a 

running event, the Nike+ Human Race 10K. Racers could participate in the event wherever 

they were, and see how they did online. All of these participants own a Nike+ pod, a 

completely new product that enhances their running experience. The Nike+ experience 

consists of products bundled with a web community. Runners use the traditional products, 

the running shoes and their iPod, as always, connect their running shoes to the iPod through 

the Nike+ pod, and follow up on their running and compete against their friends on the web. 

Nike has been able to reconfigure its products with the web, and thus created a disruptive 

change in the industry. Today, many other sports brands are flocking the web with their 

services. 

Walmart, one of the world's biggest companies, is also engaging its customers with a new 

way to connect with its products. Walmart has always been on the mission to provide 

cheaper food. Now Walmart is also helping people save money in other ways. On the Wal-

mart site, professionals from different trades and community members are sharing their best 

money-saving habits. People go to Walmart to save money, and now they're able to save 

money by tips from Walmart and its customers and at the same time buy cheap Walmart 

products. The Walmart initiative is still in its early stages and no financial results are available. 

However, it has already been successful in attracting Walmart customers to share their 

expertise relating to the Walmart mission, thus creating more value to other customers. 

These are two examples of brick-and-mortar companies leveraging the web to create 

product-web reconfigurations that create more value for their customers.  

In this paper, I will examine research on the web, value creation and e-business and discuss 

the strategic implications combining web functionality with a physical product. I will study 

prominent literature on value creation and how IT is changing business, most importantly the 

web, and literature that has been written in the cross-section of these fields. 
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BACKGROUND  

The motivation for this research paper is to examine the phenomenon of value creation for 

customers through combining web functionality with the usage of a “traditional” pre-web era 

product. The assumptions that are to be tested through a literature research is if this 

combination can indeed be assumed value creating in itself, if it has been a part of earlier 

research and if not, how it could be incorporated to the models that have been built to 

understand e-business value creation. The goal is to provide a clear description on the 

phenomenon of combining a dimension of the product on the web with a non-web product 

and the most important factors driving the change.  

Some of the important terms relating to this field are “click-and-mortar” or “bricks-and-

clicks”, referring to firms that have either extended their business to e-business or companies 

that have a business model which includes both physical stores or warehouses and an e-

business aspect. “Click-and-mortar” firms are companies that are not only using the web as a 

communications channel, integration platform or electronic brochure, but integrate the web 

with their products and their real-life operations. Click-and-mortar firms and purely online 

firms have been studied separately in e-business related research (Lin;Jang;& Chen, 2007; 

Chul;Chang;& Kicham, 2004; Kim;Nam;& Stimpert, 2004; Porter, Strategy and the Internet, 

2001). I will be referring to the web and internet technologies rather than “internet” in this 

paper. Internet is the infrastructure that enables the web. By the web, I will refer to the 

network of html pages reachable by a browser. The web is an internet technology, and by far 

the most important. Not only does it provide a new channel of communications, but by new 

web technologies, also an open, standardized platform for information exchange between 

companies. By internet technologies, I will refer to the web and all the other technologies 

that make use of the internet infrastructure to make connections. Since this paper is mostly 

concentrated on companies’ interface with the clients, the term “web” will be used more 

often than “internet technologies”. The researcher has made his best effort to use these 

terms for their real meaning, although they are often used interchangeably in everyday life.  
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In this paper, I will refer to value as the total value created by a product in the value chain, 

regardless of who appropriates that value. This is the sum of the value created by the 

participants in the production of a product or service. This definition of value is used because 

the viewpoint for this research paper is to examine the total value that can be created from 

the novel use of the web, combining the front-end web interface with a link to the usage of 

the physical product.  

 RESEARCH PROBLEM  

The scope of the research is to clarify and discuss the phenomenon of added value by 

combining a traditional product with web functionality. The research problem is: “Can the 

combination of a traditional product with web functionality be a new source of value 

creation?” In order to answer the research problem has further been broken down to the 

following sub-questions: 

1. How have value drivers changed through the emergence of internet technologies?  

2. How can value creation in e-business be conceptualized? 

To answer these questions, a literature review is conducted with the most prominent 

research on value creation and e-business value-creation. The research will be performed in 

the following way:  

1. The most important terms relating to e-business and strategy will be analyzed from 

literature.  

2. Based on these terms, literature will be searched from the ISI web of science. The 

matching literature will be analyzed and papers matching the subject will be analyzed 

and further papers will be searched by citation analysis. 

3. The most important findings on value creation in e-business will be combined and how 

web-product reconfigurations fit into the picture will be analyzed. 
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OBJECTIVES  

By answering the research question, this paper provides a theoretical background and 

discussion of the phenomenon and influences on combinations of products and web 

functionality.  

The goal of the research is to provoke thinking about the front-end functionality of e-business 

as more than a communications channel, integration platform or electronic brochure. It is the 

researcher’s viewpoint that the web is still often seen as a communications channel and not a 

medium to create value for customers through providing them with new opportunities. The 

assumption behind this paper is that in traditional companies, the web is still viewed as a 

communications channel for advertising and presenting information, whereas innovative 

companies are able to engage their customers and create more value by combining their 

products with web functionality.  

METHODS  

The research will be an iterative process where an emergent model is compared 

systematically with evidence from different strands of research. Data collection in this case is 

difficult to distinguish from the analysis because of the iterative process and emergent model 

(Eisenhardt, 1989). The findings from the research conducted in the beginning of the 

literature research, when the focus was on the different strands of research on the web, 

significantly influenced the literature that was studied in the latter phase of the research.  

In the beginning of the research, articles and books were found by search on the ISI web of 

knowledge (www.isiwebofknowledge.com). To answer to the second research sub-question, 

e-business literature was analyzed, but only few articles that addressed the subject of e-

business value were found.   

The paper that has mostly influenced the literature on e-business that was studied for this 

paper as a theoretical background is “Value Creation in E-Business” by Amit & Zott (2001). In 

their article, Amit & Zott analyze the key value drivers on the web. This paper was found to be 

referenced by all the papers relating to e-business value creation that were found in the 

http://www.isiwebofknowledge.com/
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beginning of the research. There were several reasons for using this article as a basis for the 

literature analysis of e-business value:  

1. The paper by Amit & Zott was published by a prominent journal, the Strategic 

Management Journal, and has therefore been accessible to most scholars. 

2. Because of the recent subject matter, the most important literature is the most 

recent, hence a bibliographic analysis does not give satisfactory results.  

3. The article was published at a time when e-business value literature didn’t exist, or at 

least was very scarce. (observation by the researcher) 

4. The subject of the article by Amit & Zott is a good match with the subject of this paper 

and thus provides an excellent background. 

5. Taking a cited article that was found to be a connecting factor for all the important 

articles found in the initial term search was in the researcher’s opinion the best way to 

find a clear scope for the literature to be researched.   

The papers that have cited Amit & Zott’s paper we’re all considered for further study. Amit & 

Zott’s paper was cited 203 times, of which 144 were accessible to the researcher. From these 

144 papers, 24 were chosen for further study based on the title and abstract. A forward 

citation analysis was performed for these papers as well, which yielded 105 articles. From 

these, a further 14 were chosen to be read and a citation analysis was performed on them as 

well. After this no new research papers were found that hadn’t already been found from the 

citation analyses of the prior papers. In total, 12 articles found from the forward citation 

analyses done starting from the article by Amit & Zott were used as the background for this 

study. In addition, 4 articles that might have been of interest were found that could not be 

accessed. However, since most of the articles are accessible, I believe that the picture given 

by these articles will be sufficient to work as a basis for and understanding of the e-business 

value creation field.  

In addition to the e-business value literature, literature on value creation and the web was 

analyzed, the papers chosen were the most cited papers on the subject. 
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The paper is set up as follows: Firstly, we will examine the drivers of value creation as 

conceptualized in prominent strategy literature. Next, the new opportunities provided by the 

web will be conceptualized. The understanding of value creation and the new opportunities 

of the web will lead us to how value creation is conceptualized in the area of e-business value 

creation. Lastly, we will combine the most important theories on e-business value and analyze 

the phenomenon of combining a traditional product with web functionality.  

DRIVERS OF VALUE CREATION  

Value creation is the basic goal of a firm. By creating value the firm can demand a higher price 

for its products than its costs, and thus create a profit stream for investors. Several varying 

perspectives of how value creation can be analyzed have been set forth and successfully 

implemented. Value creation is the goal of strategy (Fréry, 2006), and in strategy literature 

there are some important literature streams that have laid the base of how value creation is 

understood today. The tools created by Michael Porter, the five forces model, the generic 

strategies and the value chain (Porter, 1980; 1985; 1987) are some of the most prominent. 

Porter postulates that a company can create value through adopting one of three strategies: 

keeping lower costs than competitors (Cost Leadership), providing products that set 

themselves apart from competitors’ products (Differentiation) or focusing on serving a 

defined market niche (Market Focus). The five forces model introduces five forces that 

determine industry attractiveness. Porter has also defended the theory of the three generic 

strategies in the internet age (Porter, 2001). According to Porter, because the internet 

influences the five forces in a way that weakens the general profitability of a company in any 

industry, the role of a great strategy is emphasized. Concentrating on choosing a strategic 

direction will be even more important in the internet age than before. In “Strategy and the 

Internet” (Porter, 2001) Porter examines the fundamental factors of profitability: industry 

architecture and sustainable competitive advantage. Through these variables he 

demonstrates that the fundamentals of business haven’t changed with the internet. Another 

important view of value creation is the resource based view (rbv) (Barney, 1991; 2001; Barney 

& Hesterly, 2007). The resource base view has evolved during the 21st century as an 
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important viewpoint on value creation (Fahy & Smithee, 1999). According to the resource 

based view, the source of value creation and a sustainable competitive advantage is the 

combination of its resources. The resource based view and Porter’s theories are 

complementary, and the theories are the fundamental basis on which to build an 

understanding of how companies create 

value (Bowman & Ambrosini, 2007). 

These theories have however also been 

under scrutiny (Bowman & Ambrosini, 

2007; Fahy & Smithee, 1999). In 

contemporary strategy research the 

concept of the three generic strategies 

has been expanded. In addition to 

differentiation, cost leadership and 

market focus, reconfiguration of a market 

has been added as a “generic” strategy. 

According to the reconfiguration theory, a company can identify and capture uncontested 

market space by understanding the drivers in the market and how the traditional players in a 

market are positioned (Chan & Mauborgne, 2005). Reconfiguration is not the same as 

differentiation, and a company can strive for differentiation and cost leadership at the same 

time.  

In his 2006 research, Fréry has analyzed what actually constitutes a strategic decision 

compared to just operations. According to Fréry, the fundamental dimensions that act as a 

basis of strategy are value, imitation and perimeter. (Fréry, 2006). A strategic initiative can 

start from any of the three dimensions, and the three dimensions are connected by feedback 

loops. Strategic choices will often impact all of the dimensions, and will often be trade-offs 

between the dimensions. Fréry states that true corporate strategy resides only in the 

crossroads of these dimensions. 

 

FIGURE 1  THE FUNDAMENTAL DIMENSIONS OF STRATEGY , FRÉRY 2006 
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THE NEW OPPORTUNITIES PROVIDED BY THE WEB  

In the end of the 90's and the beginning of the new millennium, the web was much hyped as 

something that was going to change business forever. Very quickly however, after the 

internet bubble burst, the new opportunities were played down. The opportunities remain 

uncontested, which can be proved by the success that web companies have experienced. 

There are some dimensions of the web that fundamentally influence the strategy of most 

companies, as documented by Amit and Zott in their article “Value creation in e-business” 

(Amit & Zott, 2001). We will discuss these dimensions later in the section “The value of e-

business”. 

After the internet boom the focus of using the web was on cost-cutting. Later, focus has been 

shifting more towards fostering innovation and creativity. (Brynjolfsson;McAfee;& 

Mangelsdorf, 2007) This development has been aided by the fast decrease in costs to 

participate on the web, enabled by faster connection speeds and consumer-oriented 

technologies. Brynjolfsson and McAfee use Zara as an example that has been able to use the 

web for internal efficiency, affecting both cost and customer intimacy. Zara uses the web to 

enable the communication of customers' tastes quickly back to decision makers. Focusing on 

reconfiguring traditional operations with the web, Zara has been able to add value in at least 

two ways; by allowing a new kind of faster production system close to the customers, and by 

enabling the match of the product to their tastes. The phenomenon is similar to what Nike 

has been able to do with Nike+. The tight integration with the value chain has been done at 

the customer end with Nike+ and in the production end with Zara.  

From the literature of how the web is changing business, there are two main dimensions that 

are at the root of the changes (Brynjolfsson & McAfee, 2007; Cai, 2005; Prandelli et al. 2006; 

Lai & Turban, 2008; Verona et al. 2006): 

1. The web as a zero-incremental cost network  

2. The web enabling connecting customers to each other 

The main new opportunity the web creates is by its function as a "zero-incremental cost 

network" (Brynjolfsson;McAfee;& Mangelsdorf, 2007). By enabling companies to reach their 
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customers immediately and without incremental cost, the web opens up new opportunities 

to provide customers with services. Zero-incremental cost allows the company to deliver a 

complimentary service to the customer for free. In addition, a zero-incremental cost network 

allows new entrants to penetrate the market with unprecedented speed, reducing the 

barriers to entry.  

Instant collaboration allows the company to link its customers together which creates new 

dimensions of value from using the product. The difficulty for companies will be the actual 

realization of this "hidden" value that a web-product reconfiguration can bring. How should a 

company analyze how to create more value by combining their traditional product and web-

based services? Connecting customers to each-other also enables co-creation, which can lead 

to higher degrees of satisfaction through service innovations. (Michel;Brown;& Gallan, 2008) 

According to the research of Amit and Zott, new e-business opportunities have the power to 

influence the business models of industries (Amit & Zott, 2001). The web can provide 

significant opportunities for competitive advantage and threats to incumbents through 

allowing small players to influence the business models of an industry. This question will be 

analyzed next through an industry architecture viewpoint.  

In order for a company to capture a disproportionate amount of the revenues and profits in 

an industry it must occupy a valuable position in the industry architecture. Therefore, to 

create a valuable position, a company must try and influence the architecture of the industry 

in a way that would give it this valuable position (Jacobides;Krudsen;& Augier, 2006). Even 

small companies can create a sizeable shift in revenues by influencing the architecture of an 

industry in its favor (Jacobides;Krudsen;& Augier, 2006).  These shifts in industry 

architectures change the balance of how value is created.  The key success factor is to make 

complementary assets mobile or own them (Jacobides;Krudsen;& Augier, 2006). Using the 

web, a company can gain a strong position to create value in new ways, disrupting the way 

profits have traditionally been distributed in the industry. The web creates opportunities for 

companies to radically change the architecture of and industry, mainly through zero-

incremental cost communications, thus allowing it to capture a larger share of the profits. In 
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addition, the web provides even small companies the opportunity to influence the 

architecture and thus capture market share.  

In the past it has not been possible to instantly collaborate and share with customers or for 

customers to share with each other. This new opportunity also provides businesses with new 

ways to compete and can make even small players have a big impact because of zero-

incremental cost communications.  

In conclusion, there are several issues that can be complementary and possibly overlapping 

that will affect the traditional strategies. These factors are issue is synthesized in Figure 2. We 

will now move on to analyzing the impact of these factors, explore other factors and analyze 

them as drivers of value creation in e-business. The analysis of literature on value creation in 

e-business will lead us to an understanding of how value drivers have changed through the 

emergence of internet technologies.  

 

FIGURE 2  POSSIBLE FACTORS INFLUENCING THE TRADITIONAL THEORIES OF STRATEGY  
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DRIVERS OF VALUE CREATION IN E-BUSINESS  

IMP ACT  OF IT  O N V ALUE CR EATION  

Three important strands of research that relate to the subject of e-business value creation 

have been identified during this literature analysis:  

1. How investments in IT impact the profitability and competitive advantage of a 

company. 

2. Using web technologies to drive co-creation with customers, leading to heightened 

levels of innovation. 

3. E-business value, analyzing how the TOE framework influences value, by e-business 

intensity and usage. 

IT  INV EST MENT S  AND COMP ETI TIV E ADV ANT AGE  

There is abundant research on the impact of IT on value creation that has been conducted 

with regard to how IT investments can influence the profitability of the company 

(Mata;Fuerst;& Barney, 1995; Carr, 2004; Devraj & Kohli, 2003). Radhakrishnan, Zu and 

Grover provide a broad discussion of the research on IT investments’ impact on value. 

(Radhakrishnan;Zu;& Grover, 2008). The articles on IT investments use empirical data and 

analyze the links between IT investments and company performance, and connect the 

findings with prominent theories on strategy. Radakrishnan et al. based their research on a 

literature study and empirical evidence of companies in the Information Week 500 (IW 500) 

list, between the years 1990-1999. By operationalizing the most important indicators of IT 

investment and usage, they were able to measure the differential effect of efficient IT usage. 

They gathered strong evidence in favor of the hypothesis that companies that effectively 

focus on IT and concentrate on the diffusing, absorbing, managing and using IT on the process 

level will be able to reach differential business advantage. The study focuses on the back-end 

integration part of IT, namely making operations more efficient in a company.  

CUSTO MER  CO -CR EATIO N  

Another important modern stream of literature regarding IT and more closely related to the 

web is customer co-creation (Cai, 2005; Prandelli;Verona;& Raccagni, 2006; Zhang & Chen, 
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2008). Customer co-creation is a new way for service companies to deliver their product, and 

a step away from how value creation has been analyzed in research on goods-intensive 

companies. Prandelli et al. state that customer collaboration on all stages of product 

development is one of the most important new opportunities provided by new web 

technologies. They also demonstrate that in 2006, none of the 209 companies studied had 

successful strategies to engage customers in value creation. The emphasis was still on 

engagement on the web for activities that were more economical to do online. The key 

finding is that there is still a lot of opportunity to reap the biggest benefits from the web. 

These findings reinforce the researcher’s opinion that companies often still view the web as 

an integration platform or electronic brochure.  

This field is also closely related, with open innovation, also often linked to opportunities 

provided by the web (Chambers, 2008; Chesbrough & Appleyard, 2007). The literature on 

open innovation focuses on the theory that by opening up their innovation processes, 

companies are able to create better products cheaper. This literature is thus about value 

creation on the web, but doesn’t take into consideration how the product and the web can be 

combined to create a better experience for the customers. There is not much research on 

open innovation, and the longer-term profitability of open models is still under scrutiny 

(Chambers, 2008). However, in the end, the incorporation of the new opportunities for 

openness provided by the web to traditional strategic frameworks will be the value driver for 

companies in the future (Chesbrough & Appleyard, 2007), and some companies are already 

successfully reaping the benefits of open innovation (Chambers, 2008). 

Literature about the impacts of how the web can be used to create good customer 

experiences is scarce. However, the literature based on network analysis of how networks 

grow is abundant, as well as how people behave in the networks (Cai, 2005; Lai & Turban, 

2008). The findings of the articles by Cai and Lai & Turban are that the social networks 

created on the web and supported by web 2.0 technologies support the needs of humans and 

will continue to be important because they support the underlying needs of humans for social 

interaction and culture. Companies will have to understand the opportunities that the web 
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brings also to fulfill the needs of their customers, instead of only communicating their 

traditional products through a web-channel.  

THE V ALUE O F E-BUSIN ES S   

The impact of e-business on value, of both the front-end functionalities and the back-end 

integration has not been studied widely in academia. However, there are good examples of 

research that have started to conceptualize how internet technologies can be harnessed for 

value creation. One thorough examination of how e-businesses are creating value is done by 

Amit and Zott in the article “Value Creation in E-Business” (Amit & Zott, 2001). They base 

their research on data from 

59 e-businesses and the 

following prominent literature 

on strategy: The value chain 

framework (Porter, 1985), 

Schumpeter's theory of 

creative destruction 

(Schumpeter, 1942), the 

resource-based view (e.g., 

(Barney, 1991)), strategic 

network theory (Dyer & Singh, 1998), and transaction costs economics (Williamson, 1975). By 

combining the teachings of these traditional views of strategy, Amit and Zott are able to 

create a widely cited framework for e-business value creation. According to the findings of 

Amit and Zott, none of the traditional theories can fully explain the value creation 

opportunities of e-commerce, and invite further research into how profiting from business 

opportunities on the web is different from traditional goods-based opportunities. The four 

value drivers in E-business proposed by Amit and Zott are Efficiency, Novelty, Lock-in and 

Complementarities as depicted in figure 3. Efficiency arises from the opportunity of 

decreasing transaction costs. Buyers and sellers informational asymmetries are reduced, thus 

costs related to unpredictability will decrease. In addition, because the information flow to 

FIGURE 3  SOURCES OF VALUE CREATION IN E-BUSINESS (AMIT &  ZOTT, 2001) 
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customers can be reduced, the search and bargaining costs of customers can be reduced. 

Furthermore, quick and accessible information sharing can lead to more efficient decision 

making.  

Complementarities can be expected to increase value by increased revenues. Complementary 

products can be offered through partners directly on the web. This increases the value of the 

products for the customers.  

Lock-in increases the value of customer relationships for the company by increasing the 

switching cost for customers and thus driving repeat transactions.  

Novelty relates to what was earlier discussed on open innovation models and innovation in 

general, thus, novelty cannot be pinpointed since by definition it cannot be predicted. At the 

moment, the web provides companies with new methods of delivering products, sharing 

information, completing transactions and engaging customers. Novel features will enhance 

lock-in, and will lead to first-mover advantages. Businesses engaged in e-business are 

innovating new ways of conducting business, hence creating value by lower costs and higher 

revenues.  

In the framework created by Amit and Zott the four sources of value are strongly mutually 

reinforcing. From this framework Amit and Zott continue to proposing the unit of analysis in 

e-business to be the business model which they define in the following way:  

Definition: A business model depicts the content, structure, and governance of transactions designed so as to 

create value through the exploitation of business opportunities. 

Amit and Zott’s research underlines the opportunities that are available for companies that 

can understand how to leverage the web for value creation.  

Based on the research presented above, there are clearly strategic issues that need to be 

taken into account when using internet technologies. An important issue that has been raised 

is whether strategy will be completely transformed because of the internet (Porter, 2001). Lin 

et al. (Lin;Jang;& Chen, 2007) have studied the market valuation of e-service initiatives. 

Through researching the valuation of e-service initiatives, they were also able to conclude 
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that click-and-mortar companies have more to gain from e-services than purely online 

companies. They report that by combining the knowledge and capabilities of their traditional 

activities with e-services, companies are able to reap higher profits than from purely e-

business initiatives. In an empirical investigation of Korean online and click-and-mortar firms, 

investigating click-and-mortar firms compared to purely online firms regarding the adoption 

of a strategy and the influence of the strategy on performance, Chul et al. also conclude that 

click-and-mortar firms have better opportunities for value creation by combining their 

traditional and online approaches. The study examined whether the framework of Porter’s 

generic strategies still holds true in the web-enabled market. The finding was that Porter’s 

framework is still valid. However, the most interesting finding of the study was the 

discrepancy between efficient strategies and the strategies adopted by firms in the online 

markets. The study suggested that companies are still unable formulate efficient online 

strategies. 

Porter’s strategies have also been extended by the work of Kim et al. (Kim;Nam;& Stimpert, 

2004). By assessing e-business companies through Porter’s five forces model, the study 

analyzes how click-and-brick and purely online companies can create value. Their conclusion 

is that a differentiation strategy will be a more viable option than cost leadership in the web 

era.  

The web is an open platform and enables zero-incremental cost connections 

(Brynjolfsson;McAfee;& Mangelsdorf, 2007). This creates and environment with low variable 

costs and low barriers to entry. The tendency of the cost structure to be based on fixed costs 

and the low barriers to entry push high competitive rivalry. The tendency of accentuated 

competitive rivalry undermines the viability of a cost leadership strategy (Kim;Nam;& 

Stimpert, 2004).  

The zero incremental cost also allows companies to target both niche and broad markets at 

the same time, which makes a market focus strategy less viable than a cost leadership or 

differentiation strategy (Kim;Nam;& Stimpert, 2004). 
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Kim et al. conclude that in e-business, the generic strategy of differentiation will be associated 

with higher profitability than the generic strategy of cost leadership. However, the cost 

reducing effect of internet technologies cannot be discounted, and a combined strategy of 

cost leadership and differentiation will bring higher levels of profitability than either pure 

market focus, differentiation or cost leadership strategies. The extension of Porter’s 

framework to the internet era is presented in figure 4. 

 

FIGURE 4  CREATING COMPETITIVE ADVANTAGE IN THE ONL INE MARKET (KIM ET AL.  2004) 

In addition, the research by Kim et al. concludes that click-and-mortar firms will outperform 

purely online firms by tightly integrating their online and offline activities. The offline 

activities will support the online activities in brand building, economies of scale and offer 

more opportunities for their customers. (Kim;Nam;& Stimpert, 2004) 

A deeper understanding of how e-business can influence the value creation of a company is 

presented by Boateng et al. (Boateng;Heeks;Molla;& Hinson, 2008). Boateng et al. 

conceptualize the influences e-commerce has for the companies’ organization. Their findings 

are presented in figure 5. 
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FIGURE 5  BENEFITS OF E-COMMERCE (BOATENG ET AL , 2008) 

 

The improvements to companies’ activities that e-business will have on a strategic, 

operational and information level will, if used correctly, lead to higher levels of profitability 

and turnover for a company. On a strategic level, enabling closer and more efficient contacts 

with customers through the use of IT will lead to competitive advantage. 

(Boateng;Heeks;Molla;& Hinson, 2008).  

From this review of e-business value literature, we can conclude that e-business is a complex 

issue that will influence the fundamental strategies of companies, since 1. The reach of the 

effects spans to how the source of value creations is perceived (Amit & Zott, 2001), 2. 

Companies have not been able to formulate efficient e-business strategies in e-business 

(Chul;Chang;& Kicham, 2004) 3. The generic strategic choices of companies are influenced by 

e-business (Kim;Nam;& Stimpert, 2004) and 4. The impact of e-business on the organization 

spans the strategic, informational as well as operational dimensions.  

E-CUSTO MER  S ERVI CE CAP ABI LIT Y  

There are several empirical studies that have been made to quantify and examine the 

influence theses activities will have on a firm’s value. Through research on different stages of 

customer commitment and combining the different levels of customer commitment to 

companies to the maturity of the web functionalities the companies have, Eng (Eng, 2008) has 
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concluded that value can be created through e-customer service capability. The strongest 

drivers for value through e-customer service capability are technological capabilities and 

customer orientation. However, according to the findings, the functionalities that companies 

are providing on their web pages still focus on the most basic levels, functionality and 

intimacy, of customer commitment. Eng concludes that the evidence indicates that 

companies have not yet reached higher levels of e-customer service capability: internalization 

to maintain a loyal customer relationship and evangelism to promote positive word-of-

mouth. However, the evidence also indicates that companies can achieve high levels of 

customer commitment through e-customer service capability and that it can be a powerful 

force in e-marketing. The results of Eng’s research are presented in Figure 6.  

 

When designing how to 

create their online 

presence, companies will 

have to take into account 

the new capabilities that 

internet technologies 

provide (Porter, 2001; 

Varadarajan;Yadav;& 

Shankar, 2007). In their 2007 article, Varadarajan et al. conclude that companies need to get 

close to customers fast, retain customers through innovation and leverage sticky features to 

sustain an advantage on the web.  

F IRST-MOV ER  ADVANT AGE ON  T HE W EB  

Companies can obtain valuable information on usage patterns and needs through being a 

first-mover on the web. Network externalities also play a key role in obtaining an advantage. 

In addition, companies can leverage indirect network effects by opening up APIs to outside 

developers (Varadarajan;Yadav;& Shankar, 2007). Through gathering information on 

customers’ usage patterns, providers can offer services that would be difficult for other 

FIGURE 6  E-CUSTOMER  SERVICE  CAPABILITIES  INFLUENCE  VALUE  CREATION  

(ENG,  2008) 
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providers to offer, hence increasing the non-contractual switching costs for users. On the 

web, the barriers to entry are small and the pace of change fast, which means that the 

providers must innovate fast in order to retain a competitive advantage. The competitive 

advantage that is attained in the beginning, will also lead to slack resources and hence better 

opportunities for further innovations (Varadarajan;Yadav;& Shankar, 2007). These findings 

lead to the following conclusions regarding first-mover advantages: (Varadarajan;Yadav;& 

Shankar, 2007)  

1. The effect of network externalities on first-mover will be greater in the internet-

enabled market than in the physical market. 

2. The effects of consumers non-contractual switching costs will be greater in the 

internet-enabled market than in the physical markets  

3. The effects of technological leadership and innovation will be greater in the internet-

enabled market than in the physical market. 

The research of Varadarajan et al. is presented in figure 7. It illustrates the differences of 

sources of first-mover advantages in internet-enabled and physical markets. These first-

mover advantages also give insight to the issue of click-and-mortar strategies. Namely, 

companies that want to successfully implement click-and-mortar strategies will have to take 

into account the following variables as key success factors:  

1. Network externalities 

2. Switching costs 

3. Continuous innovation 
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FIGURE 7  FIRST-MOVER ADVANTEG IN E-MARKETS (VARADARAJAN ET AL.  2008) 

 

DRIV ERS  O F E-BUSIN ES S V ALUE AN D T HE I MP ACT  ON  P RO FIT A BI LIT Y  

The TOE (technology, organization, environment) framework is a popular framework for 

analyzing the value of e-business and has been confirmed as a good predictor of value 

creation from IT. (Zhu & Kraemer, 2005; Zhu;Kraemer;Xu;& Dedrick, 2004).  

Through empirical evidence, the factors that most strongly influence e-business value have 

been researched using the TOE framework. The TOE framework has been proven to be a 

valuable framework for conceptualizing the influences on e-business value. The factors of the 

web that have been identified to influence business strongly are openness, being public and 

the global connectivity (Zhu & Kraemer, 2005). The study of Zhu & Kraemer also finds that 

back-end integration is a much more significant factor for e-business value than front-end 

functionality according to traditional strategy. However, front-end functionality is also an 

important lever for competitive advantage.  

Zhu & Kraemer state the following phenomenon which will create value from e-business: 

1. Changes to industry structures: through disintermediation and reintermediation 

(Bakos, 1998) 

2. New means of competing and altered rules of competition through lock-in (Shapiro & 

Varian, 1999) 
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3. Electronic integration (Venkatraman & Zaheer, 1990)  

4. Brick-and-click synergy (Steinfeld;Adelaar;& Lai, 2002) 

 

According to Zhu et al. 2004, the strongest influence on e-business value is in technology 

readiness (see Error! Reference source not found.).  

 

 

FIGURE 8  EMPIRICAL RESULTS FOR IMPACT OF TOE FRAMEWORK ON E-BUSINESS VALUE (ZHU ET AL.  2004) 

The second empirical research by Zhu & Kraemer of the TOE framework also incorporates e-

business usage into the research framework on the impact on e-business value (See figure 9). 

The findings of the two analyses of the TOE framework are similar. Most interestingly, the 

impact of e-business value is found to have a strong impact on commerce, internal efficiency 

and coordination. In line with the earlier research discussed in this paper, the probable 

impact of e-business on profitability and competitive advantage is expected to be high. 
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FIGURE 9  EMPIRICAL RESULTS FOR IMPACT OF TOE  FRAMEWORK AND USAGE OF E-BUSINESS ON E-BUSINESS VALUE (ZHU &  KRAEMER 

2005) 

THE I MP ACT  O F THE W EB  O N VALUE CR EATI ON  

The aggregate results of the study of “new” factors that impact value creation are presented 

in Error! Reference source not found.. The most important recurring factors from the 

literature has been grouped into these four categories. 1. More for More: Through the web, 

more competitors will be able to provide more services than before. Competitive rivalry 

increases and differentiation becomes increasingly difficult. 2. Transparency: Customers will 

know and demand more and at the same time it will be easier for competitors to monitor 

each other. 3. New opportunities: Consumers are provided with completely new 

unimaginable opportunities constantly. Buyer power increases and companies will lose fast if 

they are not innovative. 4. Locking-in: As a balancing power, new and stronger ways of 
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attaining lock-in are emerging. In addition to economies of scale, new and powerful ways of 

creating a sustaining advantage are emerging. These factors are the combined factors of what 

has been studied in this paper. The four categories and the factors that they consist form a 

base of how a company can analyze the impact of the web on its strategic choices. According 

to my analysis, the result is that traditional drivers of strategy will have to be combined with 

new ones because of the influences of the four categories. The combination will have to be 

made in a reinforcing fashion, in a way that the web dimension will support the brick-and-

mortar dimension. Except for locking-in, which is the same, these four categories complement 

the categories of the framework created by Amit & Zott.  

 

FIGURE 10  INTERNET ENABLED FACTORS INFLUENCING STRATEGY 

To conclude the examination of the impact of internet technologies on value creation, I will 

point out the reasoning of Porter on the impacts of the internet on strategy.  

In the paper “Strategy and the internet” (Porter, 2001), Porter concludes that the companies 

that will be able to extract the highest profits and create a sustainable advantage in the 

internet-era will be firms that are able to reconfigure their traditional activities and combine 

their brick-and-mortar and internet approaches. Porter also states that the firms that are able 
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to combine the web and traditional business to completely new approaches that were not 

previously possible will be most successful in the future.  

In conclusion of this discussion of e-business value creation, I have concluded that there are 

several approaches to use internet technologies, first and foremost the web, to create value 

(Eng, 2008; Zhu & Kraemer, 2005; Zhu;Kraemer;Xu;& Dedrick, 2004). We should distinguish 

back-end integration from front-end functionalities since they serve different needs. Back-end 

integration will have a stronger impact on profitability according to the resource based view 

of strategy (Carr, 2004; Zhu;Kraemer;Xu;& Dedrick, 2004). However, because cost-leadership 

strategies will not be viable in the future because of competitive rivalry, on the long-run, 

front-end functionalities will be the key driver of competitive advantage through innovation 

(Kim;Nam;& Stimpert, 2004). Through front-end innovation and differentiation, network 

externalities and high switching costs can create competitive advantage. (Eng, 2008) These 

competitive advantages can be realized by adopting a “click-and-mortar” strategy, 

recognizing that online should be combined with offline to reach higher performance 

(Lin;Jang;& Chen, 2007; Porter, 2001). This is the phenomenon that can be identified in the 

market place today, with the traditional offerings of companies merging with web-based 

functionalities into one product, delivering higher value than either the traditional offering or 

the web-based functionality by themselves.   

 

When creating a web-product reconfiguration, the target is to create more value for the 

customer when using a traditional product. The value is created when the customer uses the 

product. The company is thus rendering a service in collaboration with the customer at the 

time the customer uses the product. (Michel;Brown;& Gallan, 2008) The web offers 

companies the ability to expand their service to customers, protect from imitation and 

expand the perimeter of the company. Therefore, the impact the web has on a company’s 

strategy can be significant. For now, the web has mostly been seen as a marketing tool - 

either through engaging with customers in conversation, engaging customers in innovation or 

communicating the offering through advertisement. However, the web offers companies with 
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opportunities to create more value to their customers (Amit & Zott, 2001), and can therefore 

impact the strategy of a firm.  

 

According to service-logic innovation, value creation is done when a product is used, not 

when it is transferred from the seller to the customer (Michel;Brown;& Gallan, 2008). As the 

web enables companies to engage with their customers at the time of use, it opens up new 

opportunities for creating value. These opportunities didn't exist before the web and will be 

extended further by the web going mobile. The framework of four categories that has been 

created in this paper can be used to analyze the most important factors that should be taken 

into account when creating a “click-and-mortar” strategy. 

CONCLUSION  

It has been noted that the web hasn’t lived up to the high expectations that were set in the 

end of the 90’s. It has also been proven by research, that although the web benefits on the 

operational, informational and strategic planes, e-business value has not been able to be 

extracted.  

This paper set out to examine whether the web-product reconfigurations that can be 

observed in the market today, are indeed a new way of creating value on the web. Through 

empirical research it has been proved and predicted that companies that combine brick-and-

mortar and online strategies, will experience superior performance compared to companies 

only focused on either strategy. The logic behind this is that the physical presence will further 

strengthen the contacts to customers, bring more opportunities for customers and also 

provide synergies with the online presence. In addition, because back-end integration 

provides an inimitable capability, it will be the strongest value driver for internet 

technologies. In the front-end interface, differentiation is the generic strategy that will bring 

the highest returns because cost leadership will be undermined by information: buyer power 

and supplier power will increase. In addition, because of an open communications channel 

increasing competitive rivalry and the opportunity to serve market niches and the larger 

market at the same time, a market focus strategy will not be viable. However, the web might 
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provide opportunities to combine a cost leadership and differentiation strategy. Finally, the 

companies that will experience the most value from using the web will be the ones that are 

able to reconfigure traditional activities by using the web and create novel combinations of 

the web and traditional activities. The forces driving the changes towards a more integrated 

strategy can be divided to the four categories introduced earlier:  

1. More for More 

2. Transparency 

3. New opportunities 

4. Lock-in 

The forces of these four categories will drive interdependencies that will make an either brick-

and-mortar strategy (only using the web as an electronic brochure) or a pure-online strategy 

uncompetitive. More and more, companies will have to start combining web-based and 

physical activities in both products and operations, taking the edge out of terms such as “web 

strategy” and inexorably combining IRL (in real life) and the web.   

 

FIGURE 11  FOUR CATEGORIES DRIVING THE COMBINATION T OWARDS A BRICK-AND-CLICK STRATEGY  

In conclusion, the combination of a traditional product with a web dimension is the result of 

companies’ successful starting to be able to benefit from the web with strategies that 

combine internet technologies and a traditional approach, thus creating more value from the 

web than using the web as a standalone approach. The answer to the research problem that 

was formulated as: “Can the combination of a traditional product with web functionality be a 

new source of value creation?”, we can clearly see that it is a movement towards a strategy 

Brick-and-mortar web

More for more Transparency

Lock-inNew opportunities
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combination that will become the norm in the future. As Porter concluded already in 2001: “It 

is not enough, however, just to graft the Internet onto historical ways of competing in 

simplistic "clicks-and-mortar" configurations. Established companies will be most successful 

when they deploy Internet technology to reconfigure traditional activities or when they find 

new combinations of Internet and traditional approaches.”  

LIMITATIONS AND FURTHER RESEARCH  

The findings of this paper regarding the role of combining a product with web functionality 

was based on a literature analysis on the foundations of value creation and the links to e-

business. A natural follow-up of this paper would be to examine how successful combinations 

of the web and brick-and-mortar have influenced the profitability and growth of companies 

compared to companies that have kept their brick-and-mortar and web operations 

completely separate.  

This paper might suffer from myopia in terms of sources of value creation in e-business. The 

focus of the literature research was to find the most important research regarding value 

creation and e-business, therefore the sample was limited and further studies with a wider 

material would be beneficial. Further research should be done with regards to the different 

methods of combining the internet dimension and a brick-and-mortar product. In addition, 

the value that can be extracted from the combination of the web and physical product should 

be studied further. In addition, the different aspects of value that the combination can 

influence should also be studied further. The different approaches to strategy of different 

authors also make the work of analyzing new opportunities and their influence on strategy 

difficult. Further similar studies should also be conducted with a more focused approach of 

the important strategic issues. I hope this paper will serve as a good basis for these studies.   

I believe that this paper can contribute to the e-business value literature. It provides a 

discussion of value creation and the relation to e-business, and I have been able to provide an 

explanation for the phenomenon we are witnessing in the market today, with companies 

starting to integrate the web and physical products. I have set out four categories that will 
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drive the change towards integrated web- and brick-and-click strategies. These categories are 

the construction of the researcher on the basis of the literature study that was conducted for 

this research and should be studied further. The categories aggregate the most important 

factors for companies to take into account when developing click-and-mortar strategies.   
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