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1. Executive Summary
This report is an evaluation on how Uber incorporated e-commerce into a pure e-business model to achieve superior customer value and change the dynamics of the taxi industry. Uber create software to link drivers to customers via an e-business platform and achieved superior customer value by offering the cashless payment of simply using their app to initiate the experience and to also complete the transaction. Uber app allows a customer to request a taxi, specify a pick up point and payment via the digital app to complete the process when leaving the vehicle. Although Uber achieved superior customer value and disrupted the taxi industry with their innovated software they have had to get through and still are going through some challenging moments with lawsuits and the emergence of competitors such as Lyft. To conclude this report reccommendations have been provided for the sustainability of Ubers superior customer vale and for the growth of the company.   























2. Introduction
This report is a critical evaluation on the benefits and limitations of current e-business and e-commerce being used by Uber with the aim to achieve superior customer value.  
Leyton (2014) described e-business as a business that operates online which communicates and shares information via the internet. Companies can have both a physical store and an online store. A common e-business theme is e-commerce, which is a term Kang (2016) described as the transaction of buying and selling of products or services on an online platform such as eBay. CIM (2017) who are the chartered institute of marketing defined customer value as the benefits minus the cost of the product or service; CIM then suggested that there are two aspects to customer value with the first being desired value which is what a consumer wants from the product and the second aspect being perceived value which is what the customer beleieves the product or service to be worth.
In the modern environment it appears to be vital for companies to operate online or at least have an online presence such as a website in order to compete and gain some form of market share (Shoosmith, 2016). The rise of the internet has changed the way in which companies operate especially global companies who may operate on a multinational scale; the internet has made it incredibly more efficient for companies to target customers all over the world providing they have access to the internet. Since the boom in dotcom companies, many have emerged as market leaders for example, Amazon who were founded in 1994 and has a current market share of $465 billion (Kim, 2017). Companies can utilise e-commerce and e-business themes such as online marketing ads in order to accelerate growth and awareness whilst also supporting an organisations strategies.
Chen (2017) described strategy as how an organisation competes in their respective markets to achieve long-term aims or goals. Organisations can utilise e-business in order to gain competitive advantage in the market. There are different types of strategies that organisations can opt to adopt in order to compete and these will be highlighted within this report.
Uber are a transportation company headquartered in the United States, which utilise their ‘Uber App’ for consumers to request a taxi at their convenience. Uber (2017) describe themselves as a location based app, which allows consumers to hire private drivers at their convenience and without having to physically make a phone call. Uber utilise an e-business model and all transactions take place on their software for a swift e-commerce transaction however, customers can also pay in cash if they wish.     










3. Uber
Travis Kalanick and Garrett Camp were two American tourists who came up with the idea of Uber during a 2008 winters evening in Paris where they were struggling to find a taxi and thought of an idea which would in time revolutionise the transportation industry (Uber, 2017). The ‘Uber app’ idea was a simple idea of just tapping a button to get a ride and their vision was to “Give people what they want, when they want it” (Uber, 2017). Uber started off as an app to request premium private drivers in San Francisco but now operate in over 680 cities worldwide. The Uber app is an innovated piece of software which drivers and consumers use to engage within. Uber has approximately 3 million drivers worldwide utilising its software and representing Uber however the company claim their drivers are self-employed and simply just pay fees to use their software (BBC, 2017). 
Ubers business model is a very cost effective system that relies on their software and to become an Uber driver you need your own car as Uber only provides the software for drivers to find customers in their designated area. Ubers key resources to make its vision possible is simply their innovated technological platform and skilled professional drivers to influence a pleasant experience for its customers. 
Ubers online value proposition is what ultimately transformed their vision in to a success with a major emphasis being on convenience for the customer with minimal waiting time and a cashless paying system. Hudadoff (2012) described online value proposition (OVP) as a way in which a company can communicate what experiences their brand can offer using a digital platform such as an app or website. Ubers pricing structure was to undercut taxi firms within cities and offer a more convenient service where customers could avoid waiting in queues and could simply use an app to order a private car.
Ubers success and customer value creation in the United States has influenced a growth in other app based taxi service companies such as Lyft. Lyft was founded in 2012 just 4 years after Uber and was also founded in San Francisco. Uber appear to have the ‘first mover advantage’ which Goparaju (2015) described as the first entry to the market which has a distinct advantage in gaining market shares and can achieve sustainable profits. Barnett (2013) argued that the ‘first mover advantage’ concept can create value for a company through originality over an idea however over time can become less recognisable and believes that there is evidence that late entrants to the market can achieve greater success and superior value. 










4. Ubers E-business Strategy to Develop Customer Value
Combe (2006) stated that strategy management is about understanding a company’s purpose and their aims to implement the most appropriate plan of action going forward in order to achieve those aims within a period of time. 
Ubers mission statement stated that they wanted to “make transportation as reliable as running water” (Uber, 2017). For Uber to achieve their vision they will need to have a strategy in place that involves their long term goals and targets to measure against what their perception of ‘reliable transportation’ is. As Uber were new to the market it can difficult to measure themselves against other companies or to use competitors as a benchmark however they could look at the current transportation modes within cities to help understand how consumers define ‘reliable transportation’. 
Ubers strategy appears to target the convenience of the Uber experience as their USP (unique selling point) as well as the car tracker app and online payment system that can all influence a convenient transaction and a higher customer value proposition. 
When formulating a strategy the company must conduct an internal and external analysis to identify their key strategic issues and from there identify an appropriate cause of action to ensure they give themselves the best possible opportunity to achieve their goals (Combe, 2006). After conducting an analysis and identifying a strategy (Combe) 2006 strategy model (see appendix figure 1) states that following identification comes the implementation stage.
Combes (2006) model on strategy identifies the implementation stage as a combination of other internal environmental factors such as change management and organisational learning, culture and structure which can all be impacted due to the implementation of a new strategy. 
When Uber selected a strategy they adopted a simple concept which completely disrupted the taxi industry; (Koch, 2017) described Ubers strategy as a plan which targeted three core areas where they can increase customer value and compete/disrupt the taxi industry and they were as follows:
· Ease Of Use
· Usefulness
· Art
These core competencies allowed Uber to offer a unique selling point and build their CVP (Customer Value Proposition). Another key concept that Uber appear to be targeting is the concept of a cashless society and how they influence the customer relations.  
   







5. Cashless society 
Sgro (2017) defined the cashless socity concept as consumers around the world reducing the amount of cash they are carrying and some simply opting to not carry cash at all. There has been a substantial shift from consumers using cash to execute transactions to using card payments with Consumer Credit (2017) who are a US credit consultancy firm stating that over 80% of transactions across the US are completed via debit card payments ass opposed to cash. Jones (2017) states that in the UK card payments are at an all time high of 60% and continuing to rise and also stated that this may be behind the psychology of paying with cash as opposed to card by labelling cash payments as “psychologically painfull”. 
Ubers payment transaction process is a key stretegy in building not only their value but also relationships with customers as they offer an app payment scheme which doesn’t rely on either cash or card. The strongest part of the Uber experience appears to be the cashless transaction which strongly developed Ubers Customer Value proposition (CVP) which came from the idea of a ‘cashless society’ and the transaction can conveniently take place on the app downloaded on to a smart or android phone. Tech start up companies across North America have been focusing on digital payment for some time as a method to disrupt cash and offer a more convenient soltion to carrying money, with other companies such as Pay-Pal setting up a mobile app which they hope can be used at every point of sale however this hasn’t become mainstream as of yet but current trends can predict the future of the market (Sloan, 2014). 
There are a range of companies currently competing to introduce a payment app similar to Ubers but on a broader scale as oppose to just for a certain product or service with Vodafone leading the way after introducing the M-Pesa app back in 2007. Vodafone successfully implemented M-Pesa into the Kenyan society as a safer way of carrying money whilst also offering free money transactions which is used not in just major stores but by everyone from supermarkets and market stalls to friends simply sending each other money (Vodafone, 2017). Uber have adopted the digital payment concept as a key drver to create value when formulating a strategy  by taking into consideration the cashless society as a tool to disrupt the taxi industry. Ubers innovated app is likely to be mirrorred throughout most industries within the near future as the surge towards a cashless society continues.  











6. Customer Value Proposition
Hudadoff (2012) defined customer value proposition (CVP) as realistically undertsanding how the product/service will be valued by the target market taking in to considertaion four key drivers of value which are timeframe, intended customers, alternatives and then experiences. 
[bookmark: _GoBack]Chaffeys 6 C’s model (see figure below) suggested how a customers motivation can increase/decrease the value proposition of a product or service (Hanlon, 2016). Companies such as Uber can utilise the model below to increase their value proposition by targeting 6 core competencies. From the image below its clear how Uber can target several areas to incraese their CVP with the ‘convenience’ factor being perceived as a major benefit through utilisng their app to find a driver without needing to make a call. Another important area where Uber have added value is the ‘cost reduction’, ubers service has been perceived to be far more inexpensive as opposed to local taxi firms. Other factors below which Uber have appeared to target is the ‘content’ with their user friendly app displaying useful information such as car tracker and driver information.
 [image: ]
Uber can be defined as market leaders with their innovated e-commerce software that has completely revolutionised the taxi industry and the customer value proposition of Uber appears to be high. Even though CVP at Uber may be high due to its wide range of benefits from service timeframe to a cashless service they have adopted a cost leadership style of pricing which was the initial attraction for consumers living in busy cities and paying expensive taxi fares.
Porter (1980) categorised three different strategies which are very relevant to Uber which were cost leadership, differentiation strategy and finally a focus strategy. Porter (1980) argued that companies such as Uber with lower overheads can utilise the cost leadership strategy more effectively if their competitors such as local taxi firms have higher costs to cover which will influence the price of the product or service. Ubers unique software makes it convenient for consumers to engage with; leading to a differentiated service being provided as opposed to the traditional taxi service. 
Because of Ubers low overheads this can significantly develop their cutomer value proposition by simply undercutting the Taxi services and providing a cheaper but also more convenient service; Hudadoff (2012) highlighted alternatives as driver to a cost leadership strategy with taxi services not being able to compete with the low costs of Uber they will consequently lose market share.
Grunda (2012) decsribed the cost leadership strategy as simply achieving lower cost than that of your competitors to influence the price of the service and also the value to the consumers; Grunda (2012) then argued that a lower price should not jepordise the value of the service. Ubers cashless system can develop their CVP as customers will not need to withdraw cash or search for their wallet or purse during the journey as they can complete the experience using their phone after leaving the vehicle which proveds a far more convenient service for the consumer. 
Kim & Mauborgne (1999) released the value curve model (see figure 2 in appendix) which uses the book stores and Amazon as an example to identify insights into innovated markets. Amazon revolutinised the book industry just like Uber has revolutionised the taxi industry. Uber have provided a far more affordable and convenient service through adopting a cost leadership strategy that provided a completely different value curve as opposed to the tarditional taxi industry which had little competition to force change. 

 




















7. Sustaining Competitive Advantage to Achieve Superior customer Value
Rose (2010) argued that competitive advanatge is the basis of a superior performance as it can be an event or condition which leads to a more favourible business position. Robinson (2012) stated that competitve advanatge leads to strategic success and lack of competitve advantage can lead to a lack of success or even failure and decrease in market share.
E-Business Companies such as Uber have effectively mainatined their competitve advanatge over competitors such as the Taxi industries by effectively utilising the cost leadership and differentiation strategy which were previously mentioned. Uber are able to continue to provide a low cost service by keeping overheads to a minimum which allows them to constantly under-cut competitors. A company can lose their competitve advanatge by a number of internal and external factors such as a change in CEO to a new competitor in the market imitating the same successful business model.
Dixon (2014) stated that competitive advanatge can be lost if there is a strain on the customer relationship and targeted lack of trust as an important factor. Uber has been in the media recently due to customer safety issues both cyber and physical which will be identified further into this report. Lack of trust can lead to customers opting for alternative options resulting in loss in market share for the company.
A major barrier to sustaining superior customer value and competitve advanatage for a company is imitation which is where a new market entrant or existing company can utilise and adopt an already formed business model and use it to their advantage which can be negatively associated with ‘copycat’ tactics (Rose, 2012).
Hungenberg (2006) released a barriers to imitation model which highlighted what is needed for successful imitation but also identified barriers against successful imitation (incumbents), (see figure 3 in appendix). Barriers against successful imitation included withholding information, signaling a promise of retaliation (scare tactic) and also tactical knowledge. The model highlights what is needed for successful imitation such as the ability to resource the information/materials needed. 
A recent market disruptor which sucessfully inmitated Uber is the comapany who also originated from San Francisco which is ‘Lyft’. Lyft have signigicantly increasesd their market share and has been reported that Lyft who only operate in the US have seen a 25% increase in their market share and this year has also been the first year where Uber has saw a decline in market share from 90% down to 75% (Bosa, 2017). Lyft adopted the same business model that Uber utilises which operates within a cost leadership principal and offer app payments with a tracking software just like Ubers for customer convenience. Lyft successfully imiatted by also undercutting Uber by quoting cheaper prices for fairs which has provided expedential growth for the conpany in volume of customers which has lead to an increase in market share. Uber have reacted by offering to buy out the company ‘Lyft’ in 2014 for a reported fee of 2 billion (Leswing, 2016) however Lyft CEO and co-founders Logan Green and John Zimmerman rejected the offer and have since seen growth which will value their company at a much higher price than the bid from Uber. Buy outs can be a powerful method to sustain competitive advanatege however from looking at the Uber and Lyft case study it may not always be possible. 




8. The Impact of Security/Legal Issues on Ubers Customer Value
A company’s value can be jeopardised when undergoing security or legal issues due to the company’s image being tarnished. As previously stated ‘trust’ is a very important aspect of a company-consumer relationship and if a customer value proposition of a service/product is inferior to the level of trust within the company then the customer may opt to use alternative services where they may feel safer leading to a decrease in market share for that particular company in question.
This ideology appears to suggest how Lyft have recently competed with Uber for market share across North America and have seen significant growth over the past five years. Uber have recently been affected by a number of security issues from data breaches to physical security measures of Uber drivers (BBC, 2017). Uber have also been affected by data breaches with the first reported case being in 2015 where 50,000 customers were reportedly affected across North America (Gutjahr, 2015). Other breaches more recently have affected as many as 57 million customers with their personal details including email addresses and postal addresses being stolen; Uber paid a ransom to retrieve the data and the consequences are yet to be seen (Lee, 2017). Uber decided to withhold information regarding the data breach which may have been an attempt to prevent the breach from affecting the company’s value and reputation.  
              8.1 Lyft v Uber 
The past two years has seen Lyft grow at an expediential rate and its fast growth initiated around the time of Ubers first data breach back in 2015. Whilst the reputation and image of Uber was being heavily affected by negative media attention, Lyft were able to capitalise on this and provide superior value to a customer through providing a safe and convenient service by building trust with customers by priding themselves on having no data breaching or legal affairs associated with their company. It appears Lyft used Ubers challenging period as a time where they can gain market share and provide superior value to a customer.
The following chart below (figure 1) highlights the growth of Lyft during Ubers difficult period of 2015-2016 where the first major data breaching case at Uber was released to the public. Figure 2 displays the growth comparison of both companies over a 12 month cycle from beginning of 2015 to the beginning of 2016 where Uber were heavily affected which resulted in a loss in market share. 
[image: ][image: ]
Figure 1 (Forbes, 2016)                                                    Figure 2 (likefolio, 2016)
   

9. Conclusion
In conclusion, this report has highlighted the importance of ‘customer value’ and how it can affect an organisation. Customer value can be achieved through a variety of marketing strategies and can significantly influence consumer’s behaviours. Chaffey (2004) argued that consumer motivation could be increased depending on the value proposition that considers key areas such as costs and convenience. Customer value can also be affected by the internal and external environment and it is imperative that companies continue to adapt and develop in order to gain competitive advantage for market share and to achieve superior customer value for future growth and brand development. Uber were affected by the external environment where competitors such as Lyft broke into the market, achieved successful growth, and increased market share around the time that Uber were affected by internal challenges such as data breaches and legal proceedings, which influenced the behaviours of the external environment. 
The impact of security and legal issues highlighted within the report appears to be a key issue when building trust with consumers and can result in a company losing market share. Trust between a company and consumers is a vital relationship that has been highlighted within this report and it appears that if a company is going through a period of hardship then consumer trust will prevail if the customers value proposition remains high and brand image remains strong. If there is weak trust in the company-consumer relationship such as in Ubers case due to data breaches and lawsuits then customers and potential customers may find higher value in using alternatives such as Lyft when looking at the Uber case study. Internal and external challenges of a company can provide a gap in the market for competitors and an opportunity to gain competitive advantage and a higher value proposition.

                  9.1 Recommendations
Below are three reccommendations for the future growth and development of Uber taking into consideration the research provided within this report.
1) Open Communication   
The lack of communication between Uber and its customers may have influenced lack of trust in the company-consumer relationship; Uber CEO admitted that he was aware of data breaches almost 12 months before it was brought to the attention of the public and affected customers. This lack of communication can be improved in the future by releasing press statements immediately to inform customers who may be affected by potential data breaches. This may have negative consequences in the short term but is likely to build trust and increase value in the long term.
2) Stricter recruitment procedures and background checks on drivers
The safety of customers should be of paramount importance to Uber and it appears that there are a number of drivers representing Uber who have not been required to provide criminal record background checks and recent media attention surrounding sexual harassment cases within Uber may be a cause for concern for customers. Uber drivers have a duty of care towards vulnerable customers so employing professional trustworthy employees should be imperative to build trust and increase customer value proposition.

3) Recruiting more women drivers
Uber were previously this year (2017) accused of sexual discrimination by a female driver due to the number of Uber drivers that were female; the accuser in question claims women were also at a dis-advantage when working for the company and claimed that their safety is at risk (Cox, 2017). By recruiting more women drivers they can ensure that they recruit fairly regardless of gender, they could also potentially adapt their app so women can specifically ask for women drivers. 
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12. Appendix
Figure 1 – Combes 
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Figure 2 - Kim & Mauborgne
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Figure 3 – Hungenberg (2006)
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Figure 4 – Uber business model
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