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Abstract - Competitive Advantage is an area that has been researched over many years and with evolving times, 
firms have adopted new strategies to survive and sustain their positions in the market.The internet revolution in 
the late 90s changed the dynamics of the game between competitions across industries. Internet enabled multiple 
players to come up with various business models to transact with consumers. Knowing your customer better and 
tailoring offers to individual customers became the new mantra of competitive advantage. This was for the first 
time every possible due to internet and Big Data. Theory has enough evidences that Internet driven businesses 
are advantaged as they have tremendous access to granular consumer information like attitudes, behaviour, 
purchases etc. that they can make use of to tailor their offerings using business analytics. In fact the internet 
intermediaries exploit this information asymmetry to the extent of performing first degree price 
discrimination.This paper aims to unearth the extent of use of customer analytics by online intermediaries to 
gain and retain a competitive edge in the market. 
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I. INTRODUCTION 

 
Competitive Advantage is an area that has been 
researched over many years and with evolving times, 
firms have adopted new strategies to survive and 
sustain their positions in the market. In the early.  
Greater and more intense competition and global 
value chains are leading to dynamic shifts towards 
innovation and finding new techniques for 
competing.  With the advent of any new technique or 
framework comes massive adoption leading to such 
techniques becoming a ‘New Normal’.  
Knowing your customer better and tailoring offers to 
individual customers has become the new mantra of 
competitive advantage. This was for the first time 
possible due to Internet and Big Data.  
The internet revolution in the late 90s changed the 
dynamics of the game between competitions across 
industries. Internet enabled multiple players to come 
up with various business models to transact with 
consumers.  With multiple devices like laptops, 
mobile phones, tablets gaining and exponential 
adoption globally, volume and variety of information 
being created thus was massive. This information 
explosion was termed Big Data which was explained 
by 3V measures, volume, variety and velocity. 
Companies started making their presence on web for 
trading purposes.   Platforms like amazon and flipkart 
have already started making a foray into the Indian 
market that propelled the growth of online retailing in 
India.   With increasing data volumes, managers in 
large companies started with using Business 
Analytics for data-driven decision making around all 

their processes.  Theory has enough evidences that 
internet driven businesses are more advantaged than 
their traditional business counterparts as the former 
have tremendous access to granular consumer 
information like attitudes, behaviour, purchases etc. 
that they can make use of to tailor their offerings 
using business analytics.  
 
Research Question 
This research aims to understand the extent of use of 
customer analytics as a source of competitive 
advantage by online intermediaries from theory? 
Methodology 
This research aims to get answer to the research 
question through review of literature. 
 
II. LITERATURE REVIEW 
 
2.1 Competitive Advantage in this Digital Age/Big 
Data World 
There exist multiple definitions of Big Data, but the 
most widely accepted definition lies in terms of 3 
characteristics that it displays, volume, velocity and 
variety also referred to as 3 V’s –Variety refers to the 
heterogeneous nature (made up of structured and 
unstructured datasets), Velocity depicts the speed at 
which data is captured, and Volume refers to the size 
of data (usually in Petabytes, Exabyte and Terabytes) 
(Laney, 2001). Traditionally, information travelled in 
organizations in their proprietary databases and 
analysed in reports that rises-up the management 
chain (Chiu et al, 2010). In what’s called the ‘Internet 
of Things’, the information traverses through digital 
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chips and sensors embedded in physical devices like 
different kinds machines and mobile phones, has led 
to the physical world becoming a type of an 
information system in itself. 
As mentioned above, Laney (2001) considers Big 
Dataas data whose volume, velocity, and variety 
makes it difficult for an organization to manage, 
analyze and extract value by conventional methods 
and systems. The term Business Analytics (BA)is 
definedas the “process that extracts value from data 
through creating and distributing reports, building 
and deploying statistical and data-mining models, 
exploring and visualizing data, sense-making, and 
other related techniques. Data may be internal or 
external to the organization; processing may be real-
time, near real-time, or batch; and any combination 
of these is possible” (Grossman and Siegel, 2014, 
p.20). 
 
2.2 Becoming an Analytics Competitor 
To get that edge over competition, Davenport (2006, 
p.1), strongly recommends, “…wringing every drop 
of value from all the business processes using data 
analysis and transforming oneself into an analytics 
competitor.”  Several researches in the recent past 
have gone into studying the impact of Big Data and 
analytics on business performance and there is now 
substantial evidence that data speaks better than 
experts and is widely considered to be a driver of 
better decision making and improved profitability 
(Waller & Fawcett, 2013).  
But the fact remains that while data exists in 
abundance, the decision makers put far too much 
faith in their intuition and gut than on numbers 
(Ayres, 2008).  
Analytics can be classified into Descriptive, 
Predictive and Prescriptive Analytics. The figure 
2.1shown below explains the three-different 
classification of analytics. 
 

 
Figure 2.1: Classification of Data Analytics 

(Source: IBM report on Big Data Analytics-2013) 

 
Descriptive Analytics involves data visualization that 
uses images to represent information, is only now 

becoming properly appreciated for the benefits it can 
bring to business. It provides a powerful means both 
to make sense of data and to then communicate what 
we’ve discovered to others. Despite their potential, 
the benefits of data visualization are undermined 
today by a general lack of understanding. (Few, 2007) 
Predictive analytics is an area that has been growing 
in popularity in recent years. Data mining, in simple 
terms, is finding useful patterns in the data. Being a 
buzzword, there are a wide variety of definitions and 
criteria for data mining. Data mining is also referred 
to as knowledge discovery, machine learning, and 
predictive analytics (Kotu and Deshpande, 2015). 
Machine learning systems automatically learn 
programs from data. This is often a very attractive 
alternative to manually constructing them, and in the 
last decade the use of machine learning has spread 
rapidly throughout computer science and beyond. 
Machine learning is used in Web search, spam filters, 
recommender systems, ad placement, credit scoring, 
fraud detection, stock trading, drug design, and many 
other applications. A recent report from the 
McKinsey Global Institute asserts that machine 
learning (a.k.a. data mining or predictive analytics) 
will be the driver of the next big wave of innovation 
(Manyika et al., 2011). So, who uses predictive 
analytics and data mining today? Who are the biggest 
consumers? A third of the applications are centred on 
marketing (Rexer, 2013). This involves activities 
such as customer segmentation and profiling, 
customer acquisition, customer churn, and customer 
lifetime value management.  
Many firms believe that the concept of making the 
right offer to the right consumer will be the way of 
the future (Ghose et.al, 2002). But what can enable 
the firms in tailoring their offers to individual 
customer? 

 
2.3 Who are the players in the Big Data Game? 
Past decade has seen e-commerce fundamentally 
changing the economy and the way business is 
conducted. E-commerce forces companies to find 
new ways to expand the markets in which they 
compete, to attract and retain customers by tailoring 
products and services to their needs, and to 
restructure their business processes to deliver 
products and services more efficiently and effectively 
(Shin, 2001). 
With the development of network economy, e-
commerce platform has increasingly become a 
worldwide trading place of various kinds of products 
and services. This environment makes direct trading 
between producers and consumers through the 
Internet possible (Wei Ro, 2014).  This has paved 
way for online intermediaries or e-marketplaces like 
Amazon, Flipkart etc. that provide an information 
driven platform for buyers and sellers to trade. 
An early research by Bakos (2001) mentions how 
technology allows firms to identify and track 
individual consumers, because of digital transactions 
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both within an online store and across different 
Websites that leads to the creation of consumer 
profiles through various collaborative and content 
filtering techniques.  In the case of online retailing, 
every transaction like surfing, buying and selling, 
leaves a trail of digital “exhaust data”, created as a 
by-product such activities (Manyika et al., 2011) that 
the e-commerce companies have access to. Such 
information is used by the Internet retailers for their 
competitive advantage that includes segmented and 
personalized offerings to customers (Cambini et al., 
2011) and in addition deploying complex pricebots 
and algorithms, to determine prices to approach first 
degree price discrimination (Bailey 1998). The next 
section of literature covers the possible extent of 
exploitation of data by online businesses to gain 
competitive edge.  
Big Data has largely been the domain of ‘Big’ 
companies because of its scope and need for 
extensive technical, manpower and financial 
resources. The companies that have web facing 
businesses (e-commerce) undoubtedly have access to 
more information on customers on one side and the 
sellers on the other side.  
 
2.4 Information Asymmetry as a Source of 
Competitive Advantage 
Information asymmetry per economics occurs when 
one party to a transaction has more or better 
information than the other party. Typically, it is the 
seller that knows more about the product than the 
buyer, however, reverse may also be true wherein the 
buyer is better informed compared to the seller. 
According to Akerlof (1970), information asymmetry 
gives the seller an incentive to sell goods of less that 
this information asymmetry gives the seller an 
incentive to sell goods of less than the average market 
quality 
Information asymmetry has also been viewed as a 
major source of market opportunities (Shane and 
Venkataraman, 2000) and competitive advantage 
(Miller, 2003). The differences in individuals’ 
knowledge and cognitive abilities has been 
considered a major source of inter-individual 
differentiation that allows certain individuals (and 
organizations) to create, identify and seize business 
opportunities (Barbaroux, 2014).   
Internet enables online retailers to know their 
customers to the core.   This is a case of information 
asymmetry wherein one party to the transaction- 
(online intermediary) has more and better information 
than the other party (Customer). Research has proven 
that e-commerce companies make use of Business 
Analytics identify patterns in consumers’ shopping 
habit and hence can provide 
customized/democratized offers, advertisements and 
discounts to such consumer (Mosavi & Vaezipour, 
2013).   Therefore, they make use of complex data 
mining algorithms to predict the perceived price at 
which a customer will buy a product and dynamically 

sets the price for each individual customer. – First 
Degree Price Discrimination 
Mikians et.al (2012, 2013) in addition observed 
another way that these companies also discriminate 
among their customers by ‘search discrimination’, 
meaning steering them towards different sets of 
products with their access to customer information. 
The figure 2.2. below illustrates the extent of use of 
information and analytics by online intermediaries. 
 

 
Figure 2.2: Extent of use of customer knowledge and Analytics 

by online intermediaries 

 
DISCUSSIONS AND CONCLUSION 
 
Let us revisit the research question and summarize 
the findings from literature in this segment. 
Research Question: What is the extent of use of 
customer analytics as a source of competitive 
advantage by online intermediaries from theory? 
Findings from Literature: Research proves that 
internet driven intermediaries, due to their sheer 
nature of business have access to a large amount of 
customer data, such as their browsing, surfing history 
and purchase data.  In the case of online retailing, 
every transaction like surfing, buying and selling, 
leaves a trail of digital “exhaust data”, created as a 
by-product such activities (Manyika et al., 2011) that 
the e-commerce companies have access to. Such 
information is used by the Internet retailers for their 
competitive advantage which is also termed as 
information asymmetry driven advantage. Such 
advantages include, segmented and personalized 
offerings to customers (Cambini et al., 2011) and in 
addition deploying complex pricebots and algorithms, 
to determine prices to approach first degree price 
discrimination (Bailey 1998), ‘search 
discrimination’, meaning steering them towards 
different sets of products with their access to 
customer information Mikians et.al (2012, 2013) 
 
LIMITATIONS OF THIS RESEARCH 
 
The research also only focussed around customer 
analytics as the key focus area of competitive 
advantage reviewed the literature to answer the 
research questions, whereas for there are other areas 
of competitive advantage that are related to internal 
operations that have not been included in this. The 
research has limited itself to customer value delivery 
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as the key to surviving and in this disruptive digital 
world. 
 
 
RECOMMENDATIONS FOR FUTURE 
RESEARCH 
 
This research can be extended to other areas of 
competitive advantages that includes internal 
operations and other areas. 
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