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Chapter VIII

Conceptualizing Failed
B2C Dotcoms as
Innovation Failures

Anil M. Pandya, Northeastern lllinois University, USA

Nikhilesh Dholakia, University of Rhode Island, USA

Abstract

During the 1998-2003 dot-com bust, many Internet-based business-to-consumer
(B2C) companies failed to fulfill their initial and alluring promises. Concepts de-
rived from the investigation of product and services innovation failures can provide
a valuable strategic market framework to understand why so many dot-com B2C
ventures crashed so fast. Early B2C ventures represented an entirely new class of
technology-driven services. These B2C dot-coms sought to inform, promote, sell,
and deliver consumer items in radically unfamiliar ways. In doing so, many B2C
firms did not follow time-tested business precepts. In particular, the failed B2C firms
did not realize they were marketing innovative services. Our framework uses the
continuum of need-solution context in conjunction with the notion that seller/buyer
perceptions about the scope of innovations are not necessarily concordant. Matched
or ‘“‘concordant” perceptions lead to success, and mismatched or “discordant”
perceptions often breed failures. Using short cases and historical data, this chapter
illustrates the explanatory power of the framework.
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Introduction

In the advanced economies, B2C e-commerce has become entrenched in many
ways and yet consumer skepticism and distrust are expected to persist in some
aspects of B2C transactions (Numberger & Rennhak, 2005; Robertson, Murphy,
& Purchase 2005). Of course, as is well known, this contemporary state of wary-
but-nonetheless-thriving B2C e-commerce was born via a traumatic labor process
of the dot-com crash.

This chapter proposes an innovation theory-based conceptual framework to help
explain why so many Internet-based B2C companies failed to fulfill their initial
promise. B2C dot-com crashes represent special types of innovation failures. Our
analysis shows that the product innovation called B2C e-commerce, in its initial
incarnation, was flawed.

In innovative B2C settings, consumers balance the cost of time and efforts against
services received and make judgments about service quality (Berry, Seiders, &
Grewal, 2002). In the B2C environment, service quality depends on:

1. The process by which perceptions about the quality are formed, and

2. The gap between the perception of the service and the experience of the de-
livered service (Brady & Cronin, 2001; Zeithaml, Bitner, & Gremler, 2006).

Furthermore, in high-tech marketing contexts, two factors shape perceived vs. ex-
pected performance. These are the need-solution context (Leonard-Barton, Wilson,
& Doyle, 1995), and the congruence of perceptions between technology innovators
and technology consumers (Rangan & Bartus, 1995). In this paper it is proposed that
in the initial wave of B2C service innovations, buyers and sellers marched down
very divergent paths. Technology innovators and sellers saw B2C technologies as
being capable of radically exceeding buyers’ expectations, while buyers saw B2C
innovations as relatively inconvenient ways of performing familiar shopping tasks.
Many B2C firms in the first wave focused more attention on marketing and front-end
technology and less on timely delivery and customer satisfaction. The results were
persistently high customer acquisition costs without sufficient revenues (Agarwal,
Arjona, & Lemmens, 2001). Research shows that most B2C firms failed to adhere
to conventional management principles (Varianini & Vaturi, 2000). It also suggests
that many dot-coms failed because of lack of basic customer knowledge and failure
of implementation, logistics, and service follow-up (Howell, 2000). The question
is: why so many firms with resources and talents failed to use time-honored princi-
ples? What was it about this new technology and service delivery method that these
managers misread? We argue that the firms failed to realize they were dealing with
a new innovative situation, which needed a new managerial orientation (Achrol

Copyright © 2007, Idea Group Inc. Copying or distributing in print or electronic forms without written permission
of Idea Group Inc. is prohibited.



17 more pages are available in the full version of this document,
which may be purchased using the "Add to Cart" button on the
publisher's webpage: www.igi-
global.com/chapter/conceptualizing-failed-b2c-dotcoms-
innovation/30695

Related Content

Availability Analysis of laaS Cloud Using Analytic Models

Francesco Longo, Rahul Ghosh, Vijay K. Naikand Kishor S. Trivedi (2012). Achieving
Federated and Self-Manageable Cloud Infrastructures: Theory and Practice (pp. 134-
157).

www.irma-international.org/chapter/availability-analysis-iaas-cloud-using/66231

Innovation in Business Intelligence Systems: The Relationship Between
Innovation Crowdsourcing Mechanisms and Innovation Performance

Mohammad Daradkeh (2022). International Journal of Information Systems in the Service
Sector (pp. 1-25).
www.irma-international.org/article/innovation-in-business-intelligence-systems/302885

Cloud Computing for Education and Research in Developing Countries
Hong-Linh Truong, Tran-Vu Pham, Nam Thoaiand Schahram Dustdar (2012). Cloud
Computing for Teaching and Learning: Strategies for Design and Implementation (pp.
64-80).
www.irma-international.org/chapter/cloud-computing-education-research-developing/65286

Identifying the Direct Effect of Experience and the Moderating Effect of
Satisfaction in the Greek Online Market

Michail N. Giannakos, Adamantia G. Pateliand llias O. Pappas (2013). Mobile
Opportunities and Applications for E-Service Innovations (pp. 77-97).
www.irma-international.org/chapter/identifying-direct-effect-experience-moderating/73087

A Look on Engineering Non-Functional Properties in Service Oriented
Architectures

Nicolo Perino, Marco Massarelli, Daniele Cammareri, Claudia Raibuletand Francesca
Arcelli (2011). Non-Functional Properties in Service Oriented Architecture: Requirements,
Models and Methods (pp. 94-119).
www.irma-international.org/chapter/look-engineering-non-functional-properties/52231



http://www.igi-global.com/chapter/conceptualizing-failed-b2c-dotcoms-innovation/30695
http://www.igi-global.com/chapter/conceptualizing-failed-b2c-dotcoms-innovation/30695
http://www.igi-global.com/chapter/conceptualizing-failed-b2c-dotcoms-innovation/30695
http://www.irma-international.org/chapter/availability-analysis-iaas-cloud-using/66231
http://www.irma-international.org/article/innovation-in-business-intelligence-systems/302885
http://www.irma-international.org/chapter/cloud-computing-education-research-developing/65286
http://www.irma-international.org/chapter/identifying-direct-effect-experience-moderating/73087
http://www.irma-international.org/chapter/look-engineering-non-functional-properties/52231

