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ABSTRACT
In this paper, a survey on existing business models for Web 2.0 websites is presented, followed by observations and discussions on the unique features of Web 2.0 business models.
Keywords: business model, web 2.0, social network, community websites

1. INTRODUCTION 
Earlier, EBay, Amazon, Google have created legend of e-commerce. Recently getting popular concept Web 2.0, refers to a perceived second generation of web-based communities and hosted services — such as social-networking sites, wikis and folksonomies — which aim to facilitate collaboration and sharing between users [1]. Though Web 2.0 does not back up by specific technical innovations, it enables “collaboration” and “sharing” to a new level. It also brings tremendous new business opportunities to the Web companies and entrepreneurs. 
In this paper, these business opportunities are investigated through survey and discussion. Firstly, there is a brief introduction about Web 2.0 and its unique features, comparing with other traditional Web sites. In section 3, several case studies, from the survey will be presented. Section 4 will present observations and discussions. The paper is concluded in section 5.
2. WHAT IS WEB 2.0
The term Web 2.0 became popular following the first O'Reilly Media Web 2.0 conference in 2004. There are different definitions of this still evolving concept. According to some critics, it is a 4-blind-men-and-an-elephant situation, nobody can give a really comprehensive definition [2]. However, in a few of his articles [3, 4, 5], Tim O’Reilly have made good attempts. As defining Web 2.0 is far beyond the scope of this paper, I borrow the two figures in O’Reilly’s articles, with the hope that it is sufficient for setting the foundation for our study. They are: figure 1, core concepts in Web 2.0, and,  figure 2, Web 2.0 vs. Web 1.0. Tim O’Reilly also nicely summarized the core competency of Web 2.0 as: 

· Services, not packaged software, with cost-effective scalability

· Control over unique, hard-to-recreate data sources that get richer as more people use them

· Trusting users as co-developers

· Harnessing collective intelligence

· Leveraging the long tail through customer self-service

· Software above the level of a single device

· Lightweight user interfaces, development models, AND business models

"Web 2.0 is the business revolution in the computer industry caused by the move to the internet as platform, and an attempt to understand the rules for success on that new platform.” [5].
With the understanding to Web 2.0, in next section, a few case studies of business models utilized by Web 2.0 websites will be presented.
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Figure 1: Meme map of  Web 2.0 concepts
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Figure 2: Web 2.0 vs. Web 1.0

3 CASE STUDIES
In this section, Web 2.0 business models are investigated through Web 2.0 webistes and how they conduct businesses.
3.1. Facebook
The site:

Facebook (www.facebook.com) is a social networking platform that connects people (Initially college students and young adults, now open to everyone) with friends and others who work, study and live around them. According to Information Today [6], the site currently has 28 million user profiles, countless groups,  events, photos, and an endless array of information (blog posts, music, polls, and movie reviews).
Business models: 
Personalized online advertisement: By utilizing its vast and meaningful user profiles, Facebook provide a marketing tool to advertisers through which advertisers can send electronic flyers to targeted site users. 

Market Research Tool: similarly, Facebook enables marketers to design polls and send them to targeted users for marketing study purpose. 

More information about Facebook advertising program can be found at [7].

Applications as business tools: Facebook discloses its API and allow 3rd party developers to create applications embedded in Facebook. This allows Facebook to potentially become an invaluable business tool, a large number of applications, including online shopping, localized real-estate search, and travel planning, virtual bookshelf and so on have been built, each of which will potentially bring the application providers and Facebook revenues [8, 11].

3.2. LinkedLn

The site: 
LinkedIn (www.linkedin.com) is a professional networking site, primarily filled with resume-like profiles.
Business models:

Advertising: just like Facebook, LinkedIn utilize its information rich user profiles to help advertisers to reach their targeted market. 

Like traditional website, LinkedIn also sales to advertisers banners which are placing at the top, side or the end of its Webpages. Detailed advertisement program of LinkedIn can be found at [9].
Membership Fees: For its premium and pro accounts, LinkedIn also charges for a membership fee [10].
3.3 Amazon

The site: 
The online shopping pioneer Amazon (www.amazon.com) sales electronics, apparel, computers, books and dvds. Shoppers can not only shop, but also read/write reviews, rate merchandises and their salers. It provides helpful information to users, from mining product data, individual user profile, collective user behaviors and other sources. 

Business models: 

As Amazon.com was being established, the delivery of information, goods, or services to end customers employed one strong business model that Online Retailers of Physical Goods. This business model takes title to the newly manufactured products that they sell and often rely on third party providers  It needed third party providers, such as Borders and Barnes & Noble, to maintain its sufficient supplies [12].
Amazon starts to bring the business model to a new level in the Web 2.0 era.   According to [13], $211 million in so-called on-demand revenue has been created in Q3 2007. It was done by Amazon’s Web services, it has been turning most of its online storefront into a full blown open platform that supports a large and thriving community of companies that re-use Amazon’s best-of-breed On Demand commerce services.  This gives Amazon’s partners ready access to vast IT resources in the form of a product that would otherwise be only getting a single use.  By making this strategic move, Amazon takes advantage of the economies of software and resells its services over and over again, recouping their cost many times over and taking advantage of unintended uses dreamed up by the aftermarket [14].
3.4． Wikinomics and open business models
Wikipedia, as a representative of many Wikis, are not able to make money yet. However, traditional ROI models cannot be used to judge its impact. Though the Nobel winner, economic sciencist  Ronald Coase has proven that “doing business by assembling all the right people and resources inside an establishment is more efficient than trying to find and coordinate those things in the world at large”. In the new Wikinomics, with a combination of the Internet, cheap computing, Web-based software, open-source projects and new ways of thinking about management are mixing together to dramatically drop the transaction costs of doing business outside a company's walls. Mass collaboration could change way companies operate [15].
4. OBSERVATIONS AND DISCUSSIONS
In the survey, other Web 2.0 websites were also investigated, such as IBM Salesforce, CraigsList and Google Base, MySpace, Bebe  and other sites. However, either viable models could not be found, or, their models are quite similar to the ones that have been presented in the previous section. 
Through survey, it is found that: 

1. Web 2.0 business models are not totally different from traditional e-commerce models. For example, Amazon still uses its traditional shopping cart to facilitating online shopping; LinkedIn still sale banners and the placement for getting revenue from advertising. 
2. The concepts of social networking, collaboration and sharing enable Web 2.0 to extend traditional business models to a new high level. For example, the successful enabling social networking of Facebook, LinkedIn and other services results in bringing rich profiles of millions of users. Such abundant and accurate data about individuals allows marketers to reach their targeted market effectively and efficiently.
3. For most Websites, online advertisement is still the main approach to get revenue. 
4. The “making internet a platform” brings tremendous business potentials and accelerates the change. It allows traditional models can be integrated in the Web 2.0 sites, it also prepares new models to be quickly implemented.  It allows existing resources being shared and utilized with high efficiency. The Facebook’s disclosing API and Amazon’s Web Service are good examples. 
5. The practices of Web 2.0, through using Wikipedia, Facebook, Amazon Web services, and many others, have allowed people to experience communication, collaboration and sharing to a level never reached before. People are starting to applying Web 2.0 concepts and methodology in doing business in the real world. In a sense, Web 2.0 promotes these good values and makes the society better.

6. Finally, the traditional B2B, B2C and other models are not very effective way to classify Web 2.0 models. In [16], Ken Yarmosh  uses the following figure to describe the business models of Web 2.0 Websites.
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Figure 3. Web 2.0 Businss models.
5. CONCLUSION
In this paper, the author surveyed and analyzed a few representative Web 2.0 websites and presented our observations to Web 2.0 business models. 

It is found that Web 2.0 has started making success and is creating new legend of E Commerce. However, it is far from reaching a mature status, most sites are not be able to making profit directly and many development are still undergoing. 

Due to limitation on time and resource, in this paper, the author is only able to do a relatively small scale survey. Also, there are few academic researches can be found which systematically addresses the topic. Further study is needed to validate and expand this work.
WORKS CITED

1. The Web definition of Web 2.0 from http://en.wikipedia.org/wiki/Web_2, retrieved on 10/01/2007.
2.  A comment by the name Eric at Tim O’Reilly’s blog article, retrieved on 10/01/2007. 
3. Tim O'Reilly,  What Is Web 2.0, Design Patterns and Business Models for the Next Generation of Software, http://www.oreilly.com/pub/a/oreilly/tim/news/2005/09/30/what-is-web-20.html, retrieved on 10/01/2007.
4. Tim O'Reilly,  Not 2.0? http://radar.oreilly.com/archives/2005/08/not_20.html, retrieved on 10/01/2007.
5. Tim O'Reilly,Web 2.0 Compact Definition: Trying Again,  http://radar.oreilly.com/archives/2006/12/web_20_compact.html, retrieved on 10/01/2007.
6. Vanessa Fox. Information Today. Medford: Sep 2007. Vol. 24, Iss. 8; pg. 25.
7.http://www.facebook.com/advertise.php, , retrieved on 10/01/2007.
8. Enterprise: Why So Many Want to Create Facebook Applications; Site's Growing Ranks Seen as Potential Source Of Revenue, Customers

Riva Richmond. Wall Street Journal. (Eastern edition). New York, N.Y.: Sep 4, 2007. pg. B.4
9.http://www.linkedin.com/static?key=advertising_info&trk=gfoot_ads, retrieved on 10/02/2007.
10.http://www.linkedin.com/static?key=customer_service_premium, retrieved on 10/02/2007.
11. Lev Grossman, Why Facebook Is the Future. Time. New York: Sep 3, 2007. Vol. 170, Iss. 10; pg. 54
12. http://wiki.media-culture.org.au/index.php/Amazon_-_Business_Model, retrieved on 10/02/2007.
13. Phil Wainewright, Watch out for Amazon
http://blogs.zdnet.com/SAAS/?p=59, retrieved on 10/02/2007.
14. Dion Hinchcliffe, Creating real business value with Web 2.0, http://blogs.zdnet.com/Hinchcliffe/index.php?p=14, retrieved on 10/02/2007. 
15. Kevin Maney, Mass collaboration could change way companies operate (12/27/2006), http://www.usatoday.com/tech/columnist/kevinmaney/2006-12-26-wikinomics_x.htm, retrieved on 10/02/2007.
[16] Ken Yarmosh, Web 2.0 Business Models (12/01/2005), http://www.webpronews.com/topnews/2005/12/01/web-business-models, retrieved on 10/02/2007
Biography
[image: image1.png]Strateicostoning:
e Wob a5 Piator
Usarpostioning:
Sovcontotyour wngsa

Goro Gompotances
+ Servcssnot ackaged softuaro
 echwacturs ofPariipaion

 Convatocto scaaniny -

o s ma s st

o o Romix
some ians resones

Banarnon
prdsmineg

S pacee
Loosolydoned




Zonghuan Wu is a research scientist at University of Louisiana at Lafayette (UL Lafayette). He received his B.S. and M.S. Degrees in Computer Science at Sichuan Univerisity, in 1993 and 1998 respectively. He earned his Doctoral degree in Computer Science at State University of New York at Binghamton in 2003. His areas of expertise include Internet-based information retrieval, metasearch engines, multi-database systems, and Web development. His research interests focus on large-scale and customizable metasearch engines.

� EMBED PBrush  ���








PAGE  

[image: image4.png]@



_1252677298

