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& What is E-Agribusiness, and What Changes Online?
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Asagribusi nesses cons der online strategiesthey must be guided by ssmple business planning; asound business
model, theintegration of on and offline management and marketing strategies, and an understanding of why they
need to develop into an E-Agribusiness. Thisreport provides new definitionsfor E-Agribusinessand discussesthe
implicationsof thetechnology and practicesinvolved.

The desire for “first-mover advantage’ drove much of the early dot.com craze. Business models were centered on using unique
technical ideasto capture large amounts of venture capital availablein arobust economy, regardless of the model’sviahility. Busi-
nesses are now beginning to understand that being first should not be the priority. There may indeed befirst mover disadvantages.
Firms may be better served by following the success of others online and thereby not making the same mistakes.

Definitions

E-Business: businessthat usescomputer mediaand involvesaminimum of two players.

E-Marketing: marketing strategiesand activitieswithin acomputerized, networked environment such asthenternet.

E-Commerce: businessconducted over thelnternet inwhich afinancid transaction or binding commitment to exchangegoodsor
servicesoccurs

Agribusiness: theagriculturd input, production, the process ng-manufacturing and retall sectors; providersof farminputs,
farmers, processorsof farm outputs, manufacturersof food products, and thosewho transport, sell, and preparefood prod-
ucts.

E-Agribusiness. isan E-Businessthat focuseson agricultural and food productsor related services.

“New” OnlineMar ketingand Management “ Rules’
Businesses operating in the online marketspace need to recogni ze some changes up front — easier said than done for existing
firms. Mogt critical among these, wefind, are:

Speed and time compression. Perhaps, the most dramatic changes when moving online. The increasing velocity of business and
transparency of thelnternet allow competitorsto know instantly what their industry isdoing, permitting rapid imitation. Timezones
disappear and there is pressure on the firm to deliver faster.

Consumers have increasing power. Buyer attention is a scarce commodity so competition for their attention is fierce. This makes
customer relationshi p management even moreimportant online.

Geographic location may no longer be critical. Some online markets are larger than the local or regional market that may have
preceded them. But barriersto trade gtill exist. Different local sales laws, tariffs and taxes can cause confusion; costs of interna-
tiona marketing strategies areincreased by cultural requirementsfor differentiated products or presentation online; and transporta-
tion costsremain high for many agricultural products.

Managing information iskey. Customer information isinexpensive to gather, store, mine - if the firm has a plan. However,
businesses areincreasingly swimming in data. Converting that datato knowledgeiscritical for future successin adigital economy.
Data management — and, more importantly, knowledge management — brings new costsin equipment, personnel, and management
structure. At the sametime, security concernsinvolving information technology (IT) increase both direct costsin infrastructure, and
indirect costsin customer rel ationship management.
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Intellectual capital and entrepreneurship are often more valuable than physical assets for an E-Business. However, recent
evidencein the “ dot-com shakeout” has demonstrated that the stock market does not understand how to value these assets.

What Strategiescan an E-AgribusinessFollow?

The Internet’ s ability to offer pricing information to buyersat any time requiresadynamic pricing strategy. Many pricing strategies
are centered on cost savings from lower fixed or variable costs. While long-run costs for an E-Agribusiness may prove to be lower
than traditional businesses, short-run costs may not be. Many firms haveincorrectly made online prices aslow as possible, attempting
to profit on scale. It iscritical they understand the motivation of their online customers. Market segmentationiscritical inany pricing
strategy. Some are after price advantages, but others focus on services. Some are driven by the enhanced ability to manage time.
Some aresimply following thelead of colleaguesor competitors.

Service Strategy. Firms adopting a service strategy for their Internet ventures focus one of two directions to reduce costs; improve
quality, and increase speed of services. Thefirstis not particularly unique to E-Agribusiness. In the second areal T can be used to
manage and conduct customer service aimsto gain a competitive advantage and improve internal business processes.

Business Process Strategy. This strategy works to automate business transactions and workflows. I'T can link afirm with its supply
chain. Supply-chain management isa (B2B) strategic tool for afirm’s competitiveness. It alowsthe firm to lower costs, serve
customers better, and speed up cycle times. However, as the number of variablesinfluencing managerial decisionsincreases, so the
process becomes moreimportant. Moreinformation should lead to better decision-making, but can be overwhelming. Firms can
spend too much time looking at the data rather than the trends. Therefore, E-Agribusinesses need to have a strategy for evaluating
information anditsimplications.

Information Technology Strategy. I T isan enhancing or enabling tool; it provides new opportunities, but it does not eliminate normal
strategic process. I T can enhance customer satisfaction, help customize a product for customers, and generdly be avaue-adding
proposition for businesses. Yet to be efficient, I T investments must be strategic, frequently evaluated for their performance, and not
simply be unplanned or “cash” expenses.

E-Agribusiness Management. To capture advantages from business models firms must adopt management systems flexible enough
for therapidly changing online environment. Pursuing new business model srequiresan innovative orientation and comfort with
frequent revisions and updates. The key isintegrating Strategies between the various business units within the firm. How doesthe E-
Agribusi ness venture influence other products? How do I T and marketing activities blend? These are the practical questionsfor E-
Agribus nessmanagement.

UniqueCongraintswhen Adopting E-AgribusnessStrategies.
We basically argue that there islittle difference between E-Businesses, regardless of sector. However, agribusinesses do have some
uniguenesses that must be recognized.

I nternet connectivity is still agreater problem in rura areas and small towns where agribusinessislocated. The cost of interacting
with therest of one’'s supply chainvial T connection, for example, will typicaly be higher the further thefirmisaway from abig city.

Inconsistency of I T deployment across regions and through supply chains also creates constraints
within anincreasingly integrated global industry. Asresponsiveness and speed of businessare critical First Reports are issued

to the success of E-Agribusiness, any technica congtraints areimpediments to the growth of the by Ohio State’s Dept. of
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At the same time, farmers have been somewhat dower to adopt computer and Internet technology Economics. They release

than the average American. Some of thisisrelated to place. Someisrelated to age (older individuals specific findings of a

adopt computing more dowly) and personality traitsthat resist spending additional timeinsidedoing research project prior to
record keeping. And some of the Slowness to adopt comes from an inability to see returns to the cost publication of the overall
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The conceptual work behind this report comes from an independent project involving
the authors. Ongoing research within OSU’s E-Agribusiness Working Group
(http://aede.osu.edu/programs/e-agbiz/) is testing these concepts. This group is made
up of researchers from The Ohio Sate University with interests in economics, market-
ing, management, consumer sciences, and communication of E-Business and Informa-
tion Technology issues in agricultural and food industries.
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