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 1 

INTRODUCTION  
 

 

 Since the inception of the concept of Web 2.0 in 2005 by Dale Dougherty of 

O’Reilly Media, we could see how this second generation of the Word Wide Web was 

marking the evolution of the static HTML Web pages to a more dynamic Web, 

improving the ability for people to collaborate and share information online, changing in 

this way the business models of the internet based companies and the way they create 

value. 

 

 One of the objectives of this term paper is to show how this emerging Web 2.0 

phenomenon affects the different Internet business models, how could thus significantly 

disrupt the effectiveness of established ones and how can they adapt to these wave 

changes. 

 

 This document will start with a conceptual background, defining the different 

Internet business models and describing their main characteristics. Business models could 

be classified into four categories, called the “4C” typology based on Wirtz. 

 

 The main objective of this paper is to explain the different key factors and sub 

factors of the Web 2.0 phenomenon, proposed by the authors Wirtz, Schilke and Ullrich, 

influencing the different Internet business models. These factors would help managers to 

identify key trends for their own Internet business models.   

 

 Show the degree of importance of the different factors and sub factors mentioned 

before, according with the results of the empirical study that the authors performed with 

22 managers from Web 2.0 related Internet companies.  

 

 Describe the different activities that a company can implement in order embrace 

the Web 2.0 in its existing Internet business, giving managers a clear guidance on how to 

adapt them in response to changing technology and users behavior.  

 

 Demonstrate the level of relevance of the different Web 2.0 factors for each of the 

business models types, explaining how each of the individual factors may differ in 

importance for different sort of Internet businesses, serving also as a tool for 

benchmarking identifying which factors are missing and which ones could be integrated 

to the business models of the companies.  

 

 Developing and adapting firm’s business model has become a major task for 

many executives in their effort to cope successfully with technological progress, 

competitive changes, or governmental and regulatory alterations that’s why this approach 

presented could be a very useful tool for not only for Internet based companies but for all 

kind of companies in general.  
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1. CONCEPTUAL BACKGROUND 
 

1.1. The 4C Internet business model typology 
 
 Strategy has been the primary building block of competitiveness over the past 

three decades, but in the future, the quest for sustainable advantage may well begin with 

the business model (Harvard Business Review, 2011).  

 

 While the convergence of information and communication technologies in the 

1990s resulted in a short-lived fascination with business models, forces such as 

deregulation, technological change, globalization, and sustainability have rekindled 

interest in the concept today (Harvard Business Review, 2011). 
 
 Since 2006, the IBM Institute for Business Value’s biannual Global CEO Study 

has reported that senior executives across industries regard developing innovative 

business models as a major priority. A 2009 follow-up study reveals that seven out of 10 

companies are engaging in business-model innovation, and an incredible 98% are 

modifying their business models to some extent. Business model innovation is 

undoubtedly here to stay (Harvard Business Review, 2011). 

 

 Management writer Joan Magretta defined a business model as “the story that 

explains how an enterprise works,” harking back to Peter Drucker, who described it as 

the answer to the questions: Who is your customer, what does the customer value, and 

how do you deliver value at an appropriate cost? 

 

 Internet business models could be classified if four basic types of prototypical 

Internet Business models, or “4C” based on Wirtz: Content, Commerce, Context and 

Connection. Covering the vast majority of classical business activities on Internet 

Markets (Wirtz, Schilke, Ullrich, 2010).  

 

 Most of the Internet firms employ hybrid systems of the different business models 

that mean that they use an integrated version of two or more (Wirtz, Schilke, Ullrich, 

2010). 

 The definition, characteristics and examples of each of the business models 

typologies are described in the Figure 1. 
 

 Content-oriented: They are focus on the collection, selection, compliance 

and distribution, and/or presentation of online content.  
 Commerce-oriented: Business focus primarily on the initiation, negotiation, 

payment and delivery aspect of trade transactions using online media.  
 Context-oriented: Structure information already existing in Internet.  
 Connection-oriented: Provide network infrastructure that enable user’s 

participation in online networks, either on a physical interconnection’ level. 
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 Figure 1. The 4C Typology and examples of Internet Business Models 

 
 Source: Wirtz, Schilke, Ullrich, 2010 

 
1.2. What is the Web 2.0? 

 
 The bursting of the dot-com bubble in the fall of 2001 marked a turning point for 

the web. Many people concluded that the web was overhyped, when in fact bubbles and 

consequent shakeouts appear to be a common feature of all technological revolutions 

(Reilly, 2008). 

 

 The concept of "Web 2.0" began with a conference brainstorming session 

between O'Reilly and MediaLive International. Dale Dougherty, web pioneer and 

O'Reilly VP, noted that far from having "crashed", the web was more important than 

ever, with exciting new applications and sites popping up with surprising regularity 

(Reilly, 2008). 
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 What's more, the companies that had survived the collapse seemed to have some 

things in common. Could it be that the dot-com collapse marked some kind of turning 

point for the web (Figure 2). 

 

 In the year and a half since, the term "Web 2.0" has clearly taken hold, with more 

than 9.5 million citations in Google. But there's still a huge amount of disagreement 

about just what Web 2.0 means, with some people decrying it as a meaningless marketing 

buzzword, and others accepting it as the new conventional wisdom (Reilly, 2008). 

 

 

 

Figure 2. Internet based company’s transition from Web 1.0 to web 2.0. 
 

 

 

 
 
 
 
 
   

 

 

 
 

 

  

Source: Reilly, 2008 
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2. Which are the key factors and sub factors of the Web 2.0 
phenomenon? 

 
 The authors proposed four broad key factor fundamental to the Web 2.0 

phenomenon: social networking, interaction orientation, personalization/customization 

and user-added-value; influencing the different Internet business models. These factors 

would help managers to identify key trends for their own Internet business models 

(Wirtz, Schilke, Ullrich, 2010). 

 

 Inside the four broad factor actors, they also identify some key sub-factors, which 

are mentioned in the figure 3.  

 

Figure 3. Key factors and sub-factors to the Web 2.0 phenomenon. 

 

 
Source: Wirtz, Schilke, Ullrich, 2010 
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An explanation of the different key factors and sub-factors is given in the figure 4.  

 
Figure 4. Key factors and sub-factors definitions and characteristics. 

 

 
Source: Wirtz, Schilke, Ullrich, 2010 

 
 The authors make an analysis of two business cases of two important Internet 

based companies, the case of Myspace and Wikipedia, to show how the key factors are 

reflected in those companies.  

 

 We can see in the Table 1, a summary of the results of this analysis of both 

companies and the key factors that make these tow companies strong Web 2.0 players.  

 
 
 
 
 
 

1.	Social	Networking:		
• Structures	of	human	on-line	interac ons	
• Built	in	a	certain	topic	aiming	to	connect	friends,	or		

assessments	of	products	and	services				

1.1	Social	Iden ty	
Users	seeking	for	a	sense	of	

belonging	
	
	

1.2	Social	Trust	
Product	reviews	and	
customer	opinion	

pla orms	
	

1.3	Virtual	word	of	
mouth	

Informal	informa on	
transfer	between	different	

par es	

1.4	Increasing	
Consumer	Power	
Increase	of	Firms’	

awareness	of	user	opinions	
		

3.	Customiza on	and	Personaliza on		
• Firm’s	ability	to	gives	customers	what	they	want,	

iden fy	users	implicit	interest	and	learn	what	they	like	

2.1	Customer	Centricity	
Puts	customers	central	
stage	and	views	them	as	
focal	point	of	the	business	

					

2.	Interac on	Orienta on:		
• Firm’s	ability	to	manage	effec vely	the	rising	customer	

demand	for	a	more	intense	and	authen c	dialogue	
between	firm	and	customer	

3.1	Personal	
Customiza on	

Reconfiguring	websites	
according	to	their	needs	

	

3.	User-Added	Value:	
Firms'	ability	to	recognize	that	there	is	not	only	costumers	
value	added,	the	value	comes	also		from	the	internet	users		

3.3	Group	
Customiza on	

Whole	groups	to	build	and	
enforce	new	configura ons	

	

2.3	Interac on	
Config

u
ra on	

	Informa on	is	exchange,	
and	with	whom	and	for	

what	reason	

3.2	Social	Customiza on	
Internet	business	offering	
specifically	customized	

products	to	dis nct	social	
layers	

2.2	Customer	Response	
Firms’	ability	to	manage	the	
dialog	with	 s	customers	
and	develop	capabili es	to	

react		

2.3	Coopera ve	value	
genera on	

	Company	integrates	
customers	into	business	
transac ons	as	equals	

3.2	User-generated	
crea vity	

	let	customers	bring	
crea ve	ideas	in	the	

development	of	products	

3.3	User-generated	
Innova on	

	Huge	amount	of	innova on	
generated	in	the	“open	

so ware	space"	

3.4	Sources	of	revenue	
	Enable	companies	to	

op mize	and	broaden	their	
products	range	and	a ract	

new	users.	

Web	
2.0	

3.4	User-generated	
content	

	Crea on	of	profiles,	whole	
websites	and	media	such	as	

video	and	audio	files	
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Table 1. Business cases analysis  

 

Business Case  The Case of My Space The Case of Wikipedia 
Company Description  It is one the most frequently 

visited online communities 

online. 
 First business mode intended 

to offer free Internet data 

storage.  
 Then it was modified to meet 

users need of personal web 

sites and social networking. 

 It is the largest and most 

popular general reference 

work on the Internet.  

Factors Involved in the 
Success of Web 2.0 

  

Interaction 
Orientation 

 It is focused on user-to-user 

interaction  
 Voluntary, cooperative 

value generation.  

 Users edit and generate 

content. 

 Specific core of long-

standing members control 

and reedit crated content 

if it is necessary. 

Customization/ 
Personalization 

 Members can design their web 

presence according to their 

personal preferences. 

 Register members can 

modify and change their 

account settings. 

Social 
Networking 

 Users are invited to connect 

with friends, relatives, etc. 
Huge amount of social trust 

given to the information by 

the web users. 

User-added 
Value 

 Every additional individual 

profile contribute through 

indirect revenue  

 User-generated creativity, new 

music, video and content. 

 User –generated content is 

the starting point for the 

activities of Wikipedia. 

Conclusion   It utilizes all aspects of the 

Web 2.0. 

 It is very successful Web 2.0 

player. 

 It is developing constantly its 

business model with respect 

customers needs.  

 It utilizes all aspects of 

the Web 2.0. 

 Place users at their heart 

of their activities.  

 User-generated content is 

the most critical resource. 

Source: Wirtz, Schilke, Ullrich, 2010 
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3. Which are the most important factors and sub-factors? 
 
 The authors performed an interview with 22 mangers form Web 2.0 related 

Internet companies, to verify the relevance of the four factors and to find out the degree 

of importance.  They asked the managers to evaluate the factors with a scale from 1 (very 

unimportant) to 7 (very important) (Wirtz, Schilke, Ullrich, 2010). 

 

  According with the results of the empirical study (Figure 5), the most important 

value was social networking (5.7), then interaction orientation (5.6), user-added value 

(5.08) and customization/personalization (5.02). The scores were very similar between 

each other not finding substantial differences. 
 
Figure 5. Ranks of Web 2.0 factors and sub-factors  

 

 
 Source: Wirtz, Schilke, Ullrich, 2010 

 
 
 
 
 

4	Customiza on/	
Personaliza on					

1	Social	Networking					

2	Interac on	Orienta on					

3	User-added	value	

1st	Virtual	word	of	
mouth	
	
2nd	Social	iden ty		
	
3rd	Social	trust					
	
4th	Customer	
Power		

1st	Customer	
centricity		
	
2nd	Customer	
response		

	
3rd	Interac on	
config

u

ra on					
	
4th	Coopera ve	
value	genera on	

1st	User-generated	
crea vity		
	
2nd	User-
generated	

revenue/contact	
	
3rd	User-
generated	content	
	
4th	User-

generated	
innova on	

1st	Personal	
customiza on	
	
2nd	Group	
customiza on		

	
3rd	Social	
customiza on	

1st	

2nd	

3rd	

4th	
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4. Which activities can the existing Internet businesses implement to 
embrace the Web 2.0? 

 
 There are certain recommended activities and tools from the authors that a 

company can implement in order to adapt existing business models to the different Web 

2.0 factors and changes that this new phenomena is bringing (Wirtz, Schilke, Ullrich, 

2010). 

 

 We can see in the table 1 the different activities that a company can incorporate in 

order to implement the different factor to their business models.  They can use this tool to 

analyze which activities are already performing and which are missing (Wirtz, Schilke, 

Ullrich, 2010). 

 
Table 2. Activities for embracing the web 2.0 in existing Internet businesses 

 
 Source: Wirtz, Schilke, Ullrich, 2010 
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5. Which is the degree of importance of the different factor for each of 

the different business models “4C”? 
 
 The four Web 2.0 factors have different levels of relevance according to the sorts 

of Internet business models (Table 2). The authors made a link between the empiric study 

they made and further differentiate based on conceptual considerations and real-life cases 

(Wirtz, Schilke, Ullrich, 2010). 

 

 For the content business model type, all the four Web 2.0 play an important role 

either with high or very high relevance. Content platforms should consider implementing 

social networking tools (such as blogs and chats) that enable users to discuss site content 

online, which can serve as value complements to the core offering.  

 

 In the commerce business model, the ability of a firm to orient its value generation 

and distribution process to interact successfully with its customers will be of very high 

importance, so as to differentiate the firm from tis competitors.  

 

 Context oriented business primarily stand to benefit from embracing the Web 2.0 

social networking and customization/personalization factors. Seems like the following 

steps will be to implement social networking activities to combine them with a strong 

personalization.  

 

 For the connection business model, the relevance of social networking is a key 

aspect for delivering value. Connections firms have to migrate from primarily one-to-one 

Internet communication services to a ‘many-to-many’ communications tools such as 

chats and forums.  

 

Table 3. Relevance of the Web 2.0 factors for individual business model types  

 
Source: Wirtz, Schilke, Ullrich, 2010 

 
 
 
6. CONCLUSION  
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 There is too much ambiguity around the Web 2.0 phenomena; this study that these 

authors made was the first study with the purpose of identifying the key figures that are 

behind this new movement, that is changing the business models of the internet based 

business and also show us how can business in general can integrate these characteristics 

of the Web 2.0 to their business models.  

 

 We could also see the impact of the different Web 2.0 trends and characteristics 

on different types of Internet business models. Which could help Internet firm manager 

assess the relevance of each factor for their owns firms and ensure they can initiate the 

actions required for making their business model Web 2.0 capable.  

 

 The identification of these key figures helps to illustrate the Web 2.0 

characteristics and also highlight some of the factors behind the success of these 

prosperous players, enabling other firms to adopt some of their features.  

 

 We can confirm with the business case analysis of Wikipedia and MySpace the 

relevance of the four key factors and some of the sub factors, supporting the theory of the 

authors regarding the relevance and presence of these factors in the Web 2.0 phenomena.  
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