BMIS 2595 Current Topics in MIS:
IT, Markets and Auctions
Summer 1, 2007
Mondays 6:15pm to 9:15pm, Mervis 209

	Instructor:
	Charles Liu 

	E-mail:
	liz21@pitt.edu 

	Office:

	245 Mervis Hall

	Phone:
	412-648-1682

	Office Hours:
	MW 5-6pm or by appointment


Course Description

Over the past decade, information technology has played a significant role in reshaping and enabling a  range of markets. It has enabled the emergence of a wide array of auctions and a market for consumer-to-consumer, business-to-business, and business-to-consumer transactions. In addition, information technologies have created a number of new products and enabled the design and implementation of markets in a variety of non-traditional arenas. In this course, we will examine the role that information systems play in various types of markets, the kinds of impacts (positive and negative) that information technology can have on markets, and how participants in those markets can better use technology to successfully compete in these environments. 

The objectives of this course are to
• Analyze how the presence of information technology will alter markets,

• Explore current examples of excellence in designing electronic marketplace,

• Expose students to relevant marketing and auction theories that will aid them in making strategic and tactical decisions about interactive marketing.
To achieve these objectives we will use a combination of lectures, cases, class discussion, and

market research.

Course Materials

The required text is:
Making Markets: How Firms Can Design and Profit from Online Auctions and Exchanges, by Ajit Kambil, and Eric Van Heck, pubished by Harvard Business School Press. ISBN: 1578516587
This book is available from various online stores (Amazon, Barnes & Noble, etc.).
Online materials, including the course administrative documents, assignment descriptions, and some supplemental reading, will be accessible on CourseWeb (http://courseweb.pitt.edu/).  To login to CourseWeb use your Pitt id and password.

Grades

In this class, an "A" denotes outstanding performance, a "B" denotes good performance, and a "C" denotes acceptable, but unremarkable, performance. Grades for this course will be based on:



Homework Assignments 

 40 points   


Group Project

Write-up

 
 15 points

Presentation

 
 10 points

Participation

Quizzes 

 
 15 points




Discussion Contribution
 20 points 






TOTAL:

100 points

While it is not the policy of this class to force grades to match a particular distribution, the standards described typically result in a grade distribution consistent with the Katz grading policies (approximately 1/3 of the class receiving grades in the A range (A, A-) and 2/3 will earn grades in the B range (B+, B, B-) or below).
Homework Assignments

The readings and discussions in this course will expose you to an overview of electronic markets and online auctions.  However, technologies rarely look the same in use as they do in documentation.  Traditional textbook approaches present a clean picture of an activity that is usually much “messier”.  Firms often find that general issues associated with implementing IT can become much simpler (or more complex) when decisions have to be made.  

The homework assignments are designed to provide you with exposure to what the technologies, market design philosophy, and firms “look like” in real life.   In addition to gaining personal experience (either through experimentation or observation) with a particular aspect of electronic commerce, the assignments give you an opportunity to evaluate the general frameworks presented in the course reading relative to the reality you encounter.  

Each assignment will be graded on a 10 point scale.  A grade of 10 indicates outstanding work (selection of an interesting example with a clear description provided, solid answers to each of the questions, thoughtful consideration of issues and questions raised by juxtaposition of the homework case and the course readings), 6 indicates adequate performance (an appropriate example, adequate answers to the questions, reference to the course readings) and 3 and below  indicates poor work (inappropriate example, little or no description, minimal answers to the given questions, no reference to the course readings or discussion). 

The instructions for each assignment will be distributed through CourseWeb.  Each assignment is to be turned in both electronically (by e-mailing a copy to both the instructor and the course secretary) prior to class and on paper at class time. The electronic copy will be added to the course materials in CourseWeb for reference by your colleagues. 
Group Project 

Group Project: You will form project teams of 1-3 people for the purposes of the group project.

A description of the group project will be posted on the course web site.

The names of your group members are due by class time on May 7th and should be emailed to me (liz21@pitt.edu)
Participation

This class will be conducted as a seminar, which means that everyone is expected to read all material prior to class and to actively participate in the classroom discussions.  

You participation grade will be based on two components: quizzes and contribution to the discussion.  The quizzes will be short (4-5 items) exercises designed to motivate and assess your engagement with the concepts, terms, and methods we will be discussing each week.  In lieu of an exam, a significant portion of your participation grade (150 points) will be based on the quizzes.  The quizzes will be given at the start of each class and there will be no opportunity to make up for missed quizzes.

Your dicussion participation will be evaluated on quality – not just quantity – of comments.  In addition, participation is evaluated on whether you added to the discussion, whether you maintain the continuity of the discussion (versus going off on tangents), and whether your comments reflect an understanding of the material.  In particular, you should come to class able to describe and discuss the example that you worked with in the homework assignment.  

Please talk to me if you have any concerns or questions about your class participation.

Student Expectations
This course is different than a typical course in the sense that there are no accepted “answers” to

how technology will affect electronic market design and marketing practice. Many of the early predictions about these markets have been wrong, and many of the current predictions are not well grounded in marketing theory.
Because of this, the course will require a commitment on the part of students to complete the

readings and come to class prepared to participate in discussions. I will reinforce this in three

ways:
1. I will “cold call” students regarding class readings. However, note my policy is not to

cold call students who are sitting in the front row. If something prevented you from being

prepared for class on a particular day, you are invited to sit in the front row.
2. Class participation is 20% of your grade. Because of this, attendance at every class is

extremely important. (If something keeps you from coming to class such as an illness or a

family emergency, please contact me by e-mail as soon as possible.)
3. Each student is also expected to be a full participant in their respective project group. If

you are aware of any circumstances that will impact your ability to contribute to the

group (e.g., taking the course pass-fail, unusually heavy course load) you should share

these with the instructor and your group members as soon as the group forms. I plan to

evaluate the relative participation of group members using “group self-evaluation”

questions and revise individual student’s grades accordingly. Thus, failing to participate

in group work can result in a failing grade.
Computer Use

During this course you will be asked to complete assignments that involve exploring a variety of web sites and, occasionally, downloading data from the Internet. Neither the University of Pittsburgh, the Katz Graduate School of Business, nor the instructor of this course is responsible for the reliability of your computer.  It remains your responsibility to choose whether it is possible to complete the assignments on a particular computer or whether it is necessary to make other arrangements.  As always, it is recommended that you take appropriate precautions to ensure the reliability of your computer.  This includes, but is not limited to, (a) ensuring that you virus protection software is installed and up-to-date, (b) creating a recent backup, and (c) keeping a change log that records what software packages you have installed and how they can be removed.

Classroom Computer Use

Laptops should be turned off during class (lectures, discussions, and student presentations).
Recording of Classroom Activities:

My policy on recording classroom activities is that no student may record or tape any classroom

activity without my express written consent. If a student believes that he/she is disabled and

needs to record or tape classroom activities, he/she should contact the Office of Disability

Resources to request an appropriate accommodation.
Support for Students with Disabilities
If you have a disability that can or may affect your performance in this class please contact the professor.  You should also contact the Office of Disability Resources and Services (DRS), 216 William Pitt Union, (412) 648-7890/(412) 383-7355 (TTY) as early as possible in the term.  DRS will verify your disability and work with the instructor to determine reasonable accommodations for this course.
Course Schedule 
This schedule is subject to change during the semester. All changes will be announced in class or

posted to Blackboard. Readings marked with (BB) are available on Blackboard. Hyperlinks are provided for readings available on the web.
Week 1 (April 30) — Introduction: We begin with an overview of the course: grading, student

expectations, and topics. Then we will review the current development of electronic markets and discuss how these capabilities affect marketing practice. Time permitting, we will have a couple in-class activities to illustrate some key characteristics of the electronic markets.
Required Readings

• Making Markets, Chapter 1: Seizing the Value of Markets
Week 2 —May 7 (Assignment 1 and names of group memebers due)
Topic 1: Pricing and Competition in Electronic Markets: 
Required Readings
• Smith, Michael D., Joseph Bailey, Erik Brynjolfsson. 2000. Understanding Digital Markets:

Review and Assessment, Brynjolfsson and Kahin, eds. Understanding the Digital Economy,

MIT Press, Cambridge, MA, 99-136. (http://ssrn.com/abstract_id=290326) 
• “Cost Transparency: The Net’s Real Threat to Prices and Brands,” Indrajit Sinha, Harvard

Business Review, March-April 2000. 
Supporting resources

• “Reading Between the Lines of Used Book Sales,” Hal Varian, New York Times, July 28, 2005.

• Brynjolfsson, Erik, Michael Smith. 2000. Frictionless Commerce? A Comparison of Internet

and Conventional Retailers. Management Science 46(4) 563-585.

(http://www.heinz.cmu.edu/~mds/papers/fc) 
• “Pricing and Branding on the Internet,” Stanford Case Number EC-8.

(https://gsbapps.stanford.edu/cases/documents/EC8.pdf) 
• “Online Prices Not Created Equal,” Wired News, September 7, 2000.

(http://wired.com/news/business/0,1367,38622,00.html) 
Topic 2: Pricing and Marketing Information Goods: 
Required Readings
• “Versioning: The Smart Way to Sell Information,” Carl Shapiro and Hal Varian, Harvard

Business Review, November-December 1998. 

• “The Economics of Digital Bundling: The Impact of Digitization and Bundling on the Music

Industry,” Kevin Zhu and Bryan MacQuarrie, Communications of the ACM, September

2003, pp. 264-270. (http://www.heinz.cmu.edu/~mds/courses/cacm_bundling.pdf)
Supporting resources

• Shapiro and Varian, Chapters 2, 3, and 4.

• “Bundling Information Goods: Pricing, Profits and Efficiency, Yannis Bakos and Erik

Brynjolfsson. (http://www.stern.nyu.edu/~bakos/big.pdf)
• “Aggregation and Disaggregation of Information Goods: Implications for Bundling, Site

Licensing, and Micropayment Systems,” Yannis Bakos and Erik Brynjolfsson, in Internet

Publishing and Beyond: The Economics of Digital Information and Intellectual Property, D.

Hurley, B. Kahin, and H. Varian eds. MIT Press. (http://www.stern.nyu.edu/~bakos/aig.pdf)  
(This is a fairly technical article. I only want you to get the main idea of their pricing

mechanism.)
• “Bundling and Competition on the Internet: Aggregation Strategies for Information Goods,”

Yannis Bakos and Erik Brynjolfsson. (http://tinyurl.com/4664t)

Week 3 —May 14 (Assignment 2 due)

Topic: Electronic Market Design and Implementation 
Required Readings
• Making Markets, Chapter 2: From Place to Space

• Making Markets, Chapter 3: Making Markets Work
• Amazon.com: Marching Toward Profitability, Stanford Case Number EC-25.

(http://www.gsb.stanford.edu/cebc/pdfs/EC25.pdf)
Supporting resources

• “Can Amazon Make It?” Business Week, July 10, 2000.

(http://www.businessweek.com/2000/00_28/b3689001.htm)

• An interesting presentation by Jeff Bezos during a visit to MIT is available here

http://mitworld.mit.edu/video/1/. Not necessarily relevant for this case, but interesting nonetheless.
Week 4  — May 21 (Group project proposal due)
Topic 1: Knowing your customers: Personalization and Profiling with Clickstream Data: 
If we want to understand the advantage of IT in Internet Markets we need to consider one of its most valuable assets, the clickstream. First we define the clickstream, show how it is collected, and is analyzed. Clickstream data is bound to become the most important building block upon which Internet Marketing is based. This will lead us into an examination of the current behavior of web consumers. 
Required Readings

• Montgomery, Alan. 2001. “Applying Quantitative Marketing Techniques to the Internet.”

http://www.andrew.cmu.edu/user/alm3/papers/internet%20marketing.pdf.

Supporting resources

• Alan Montgomery and Kannan Srinivasan (2002), "Learning about Customers without

Asking", GSIA Working Paper.

(http://www.andrew.cmu.edu/user/alm3/papers/online%20learning.pdf)

• Shibo Li, Alan Montgomery, Kannan Srinivasan, and John Liechty (2002), "Modeling

Online Browsing and Path Analysis Using Clickstream Data", GSIA Working Paper.

(http://www.andrew.cmu.edu/user/alm3/papers/purchase%20conversion.pdf)

• "How Many Online", NUA Surveys. (http://www.nua.ie/surveys/how_many_online/)

• GVU's WWW Survey (http://www.gvu.gatech.edu/user_surveys/)

• Comscore Media Metrix (http://www.comscore.com/)

Topic 2: Introduction to Auction Theory: 
Required Articles

• Making Markets, Chapter 4: Auctions: The Devil Is in the Details 

• Online Auctions, Stanford Case EC-7.

(http://www.gsb.stanford.edu/cebc/pdfs/C_EC_007_case.pdf)
Supporting resources

Auctions and Bidding, R. Preston McAfee, John McMillan, Journal of Economic Literature,

June 1987, 699-738. (This is a fairly technical article. This class is concerned with sections IVIII.) (http://www.heinz.cmu.edu/~mds/courses/auction-theory.pdf)
Week 5 — May 28 (Assignment 3 due) 
Topic 1: Internet Auctions
Required Articles

• Making Markets, Chapter 7: Market Tactics

Topic 2: Internet Exchanges: Internet auction markets are able

to easily bring together buyers and sellers to exchange a variety of different types of goods

including rare goods, perishable goods, and goods whose value is difficult to predict. In this

lecture we discuss the strategic issues associated with these exchanges.

Required Articles

• http://gsbwww.uchicago.edu/fac/steven.kaplan/research/taxonomy.pdf. Business models for

B2B.
• Ghose, Anindya, Michael D. Smith, Rahul Telang. 2003. Internet Exchanges for Used

Books: An Empirical Analysis of Product Cannibalization and Welfare Impact. Information

Systems Research, 17(1) 3-19. (http://ssrn.com/abstract=584401, Just read abstract,

introduction, and conclusion.)
Supporting resources
• “Beyond the Exchange: The Future of B2B,” Wise and Morrison, Harvard Business Review,

November 1, 2000 (Reprint R00614). 

• E-Markets 2000, Stanford Case EC-23. (Recommended)

(http://www.gsb.stanford.edu/cebc/pdfs/EC-023_E-Markets_2000rev.pdf)
Week 6 — June 4 (Assignment 4 due) 
Topic 1: Branding, Advertising, and Promotion in Internet Markets: One of the most difficult tasks facing new online businesses is finding and retaining customers. In this session we explore the use of brand in electronic markets and various advertising and promotion strategies.
Required Articles
• Making Markets, Chapter 8: Dynamic Market Strategies

• Smith, Michael, Erik Brynjolfsson. 2001. Customer Decision-Making at an Internet Shopbot:

Brand Matters. Journal of Industrial Economics 49(4) 541-558.

(http://ssrn.com/abstract=290334)

Supporting resources

• “The 100 Top Brands,” Business Week, August 5 2002, pp. 95-99. (Interbrand study of the

most valuable brands in the world). 
(http://www.heinz.cmu.edu/~mds/courses/BWInterbrand-2002.pdf)
• Discussion of buzz marketing from Business Week

(http://www.heinz.cmu.edu/~mds/courses/bw_buzz_marketing.pdf)

• “Clicking to Steal: When Advertisers Pay by the Look, Fraud Artists See Their Chance,”

Washington Post, April 17, 2005, Page F01.

(http://www.heinz.cmu.edu/~mds/courses/click2steal.pdf)

• Godes, David, Dina Mayzlin. 2002. “Using Online Conversations to Study Word of Mouth

Communication.” (http://ssrn.com/abstract=327841)
Topic 2: Channels: Channels, Intermediation, and Disintermediation: The Internet has

changed the value proposition of many members of traditional distribution channels. This has led

some to argue for both the rise and fall of market intermediaries. In this section we discuss the

conditions that may lead to increasing or decreasing intermediation in Internet markets. We will

illustrate the rise of intermediaries in the context of Internet shopbots.
Required Articles

• Smith, Michael. 2002. The Impact of Shopbots on Electronic Markets. Journal of the

Academy of Marketing Science 30(4) 442-450.

• “The Dawn of the e-Lance Economy,” Thomas P. Malone and Robert J. Laubacher, Harvard

Business Review, September 1, 1998. 

• “The Future of Commerce,” Harvard Business Review, January 1, 2000. (Nicholas Carr

argues against widespread disintermediation.) 

Supporting resources

Brynjolfsson, Erik, Astrid A. Dick, Michael D. Smith. 2003. Search and Product Differentiation

at an Internet Shopbot.

• Smith, Michael, Erik Brynjolfsson. 2001. Customer Decision Making at an Internet Shopbot:

Brand Still Matters. The Journal of Industrial Economics 49(4) 541-558.

Week 7 (Jun 11) — Student Presentations and Course Wrap-up
1

