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(57) ABSTRACT 

Amethod of operating a computer to facilitate a commercial 
transaction involving a plurality of negotiable trading 
parameters. The method includes the following steps result 
ing from the execution of a computer program: 

accepting in respect of a ?rst entity (3) a desired trading 
pro?le including at least desired values or ranges of 
multiple of said trading parameters and information for 
establishing one or more functional relationships 
between variations in at least a key trading parameter 
and other of said trading parameters; establishing one 
or more mathematical relationships between variations 
in at least the key trading parameter and the other of 
said trading parameters; wherein said one or more 
mathematical relationships can be used to determine a 
set of trading pro?les having substantially equal 
expected desirability values to said desired trading 
pro?le; and 

determining whether a submitted trading pro?le from a 
second entity (4) has a desirability value that equals or 
exceeds the desirability value of said desired trading 
pro?le using said one or more mathematical relation 
ships. 
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E-COMMERCE TRANSACTION FACILITATION 
SYSTEM AND METHOD 

CROSS-REFERENCE TO RELATED 
APPLICATIONS 

[0001] This application is a continuation-in-part of US. 
patent application Ser. No. 11/491,271 entitled “E-Com 
merce Transaction Facilitation Systems and Method,” ?led 
21 Jul. 2006, Which is a continuation of US. patent appli 
cation Ser. No. 10/244,955 entitled “E-Commerce Transac 
tion Facilitation System and Method”, ?led 16 Sep. 2002, 
Which is a continuation of International Patent Application 
No PCT/AU01/00299, entitled “E-Commerce Transaction 
Facilitation System and Method”, ?led 16 Mar. 2001, Which 
claims priority from Australian Provisional Patent Applica 
tion No PQ6289, entitled “E-Commerce Transaction Facili 
tation System and Method”, ?led 16 Mar. 2000, the contents 
of Which are incorporated by reference herein in its entirety. 

[0002] The invention relates to the facilitation of commer 
cial transactions, and relates particularly to the facilitation of 
commercial transactions using electronic communications 
netWorks, otherWise knoWn as e-commerce transactions. 
The invention relates to the facilitation of activities that 
occur Within a real economic trading system by providing a 
mechanism by Which the structure, dynamics and business 
process requirements of ‘real’ economic processes and emu 
lated and thereby contributing to e?iciently functioning 
markets and optimal transactional outcomes. 

[0003] Globalization of the World economy and the 
increasing ubiquity of Internet usage have resulted in prod 
uct markets becoming increasingly more competitive and 
immediate than ever before. Despite the immense interest in 
facilitation of business-to-business (B2B) transactions using 
e-commerce, a cost-effective and easily implemented B2B 
solution that provides comprehensive e-enablement for mar 
ket search, e-procurement and e-sales functions that inte 
grate With/to enterprises’ back-of?ce softWare systems is not 
generally in use. 

[0004] A model for economic interaction in the form of a 
computer-based system does not exist that provides a com 
prehensive solution that enables business enterprises to use 
the communications infrastructure of the Internet to transact 
online Within an economic environment/framework that 
possesses the structural characteristics of ‘real’ economic 
processes that are essential to producing optimal transac 
tional outcomes. Moreover, existing tools are particularly 
inadequate to address the complexity associated With inter 
national transactions Where the trade amounts are often 
signi?cant. 

[0005] To date, Intemet-based business systems that cater 
to facilitating commercial transactions betWeen business 
enterprises (B2B) have been developed using economic 
frameworks that are seriously ?aWed. Numerous different 
models or con?gurations of so-called “digital marketplaces” 
have emerged in recent years. These existing models Would 
appear to be based on an imprecise understanding and/or use 
of the technology that results in a distortion of fundamental 
economic principles. 

[0006] For example, the existing e-commerce models 
emphasiZe the notion of creating digital marketplaces. TWo 
predominant models are the “business portal” that provides 
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a centraliZed multi-product “retail or end-user” style model; 
or the “industry-speci?c marketplace” model. Although both 
purport to create digital marketplaces, these models repre 
sent an electronic environment in Which business contacts 
may be established that may lead to the eventual transaction 
of business. HoWever, neither of these models is capable of 
capturing the subtle complexity of the dynamics underlying 
Well-functioning markets. 

[0007] Until noW, B2B e-commerce business systems 
have neglected to deal With the subtle, distinctions that exist 
betWeen the concepts of markets, industries, ?rms and 
products. The failure to properly con?gure the processes that 
How from the inter-relationship betWeen these concepts has 
had the effect of creating arti?cial business environments 
rather than extending existing product markets. 

[0008] Instead, ef?cient and Well-functioning digital mar 
kets must be con?gured Within an economic frameWork that 
enhances and extends, rather than distorts, the competitive 
dynamics and structural relationships of existing patterns of 
economic activity and behaviour. 

[0009] The economic dimensions of commercial pro 
cesses are complex and operate at many different levels. In 
a conventional context, the economic inter-relationships that 
combine to produce Well functioning markets and resource 
ef?cient business transactions arise from signals and feed 
backs betWeen buyers and sellers that are channelled 
through multiple forms of information netWorks. The Inter 
net has challenged the conventional forms of information 
signals and feedbacks as the information netWork is capable 
of consolidation Within a single medium. 

[0010] A consequence of the uni?cation of information 
delivery Within a single dynamic medium is the mistaken 
belief that a change in information netWork structure has the 
potential to change the principles underlying fundamental 
economic behaviour and relationships. This belief, hoWever, 
is not accurate. In order for an economically-based business 
system to function consistent With ?rst best principles of 
ef?ciency, systems must be designed to be consistent With, 
and enhance, economic structures and processes in order to 
deliver ef?cient market and transactional outcomes. 

[0011] In order to construct an ef?cient commercial deliv 
ery process Within the parameters of electronic business 
netWorks, the Applicant has determined that it Would be 
desirable for there ?rst to be an identi?cation and under 
standing of the structural inter-relationships betWeen pre 
vailing economic concepts/conditions that must be present 
Within an economic system in order to generate ef?ciently 
functioning markets and optimal transactional outcomes. 
Second, it Would be desirable for the business process 
related transactional ?oWs Within and betWeen information 
channels Within the system to be clari?ed. 

[0012] Table 1 is a table of factors to help explain the 
conditions that the Applicant has determined to be desirable 
to embed Within the structure of an ef?ciently functioning 
economic system. An optimiZed electronic B2B model 
should be capable of emulating the most critical of the subtle 
economic interactions that spontaneously occur under con 
ventional circumstances. This has not yet been built into 
current electronic B2B models because no one has 
adequately articulated the composition of a unifying eco 
nomic frameWork that could provide the system infrastruc 
ture for an electronic economic system. 
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[0013] The foundation of the electronic economic system 
developed by the Applicant is based upon an inter-related set 
of three parametric conditions. Each parametric condition 
provides an ingredient required in order for the ‘economic 
process’ to function properly. The three system parameters 
are the: 

[0014] equilibrium condition/ force 

[0015] optimization condition/force 

[0016] maximization condition/ force 

[0017] In an e-commerce applications context, each of the 
three parameters corresponds to an important systemic func 
tion that transpires Within the framework. In order to sim 
plify the arguments that Will folloW, Table l identi?es the 
key relationships that Will be discussed further beloW: 

TABLE 1 

Parametric Dimensional Functional Application 
Condition Characteristics Attributes Purposes 

Equilibrium Structural The macroeconomic Firm to market, 
mechanics (market) to ?rm to ?rm 

microeconomic connectivity 
(?rm) inter- and data 
relationship communication 

channels 
Optimization Competitive Convergence of User (strategic) 

dynamics demand and supply behaviour- signals 
forces/tensions and feedbacks 

Maximization Process Internal resource Task handling 
ef?ciency utilization and and management 

allocation 
decision-making 

[0018] In broad terms, an ‘economic system’ is the sum of 
a series of inter-connected sub-system relationships. The 
sub-systems are the generators of dynamic forces that each 
sub-system both injects into, and extracts from, the system 
in order to execute a ‘core business process’. Each sub 
system, in turn, is comprised of a consolidation of task 
oriented business processes that in?uence (feed into) the 
characteristics of the sub-system level process. 

[0019] The inter-relationship among the three above-ref 
erenced system parametric forces to be captured Within an 
e-commerce model can be succinctly contextualized as 
folloWs. At the system level the predominant force is the 
Well-functioning system’s tendency toWards equilibrium 
(i.e., the balancing of opposing dynamic (supply and 
demand) forces. At the sub-system level, the predominant 
function is to reach optimal demand-side or supply-side 
oriented transactional outcomes (the exchange function). 
The optimization process, in general terms, is a function of 
the enterprise’s business process driven tendency toWards 
maximizing resource (demand-side expenditure or supply 
side revenue gains) relative to the market (equilibrium) 
benchmark. 

[0020] In a business process/transactional context, Table 2 
is a table of factors that have a subtle, business process 
inter-relationship. The Applicant has developed a particular 
con?guration of the direct and indirect economic relation 
ships betWeen these structural factors, that is implemented in 
a manner that, Within the context of the medium, e?iciently 
channels information ?oWs to optimize the business process 
outcomes that correspond to those relationships. 
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TABLE 2 

Market Focus and Functions Transaction Focus and Functions 

Buyer Seller 
Demand Supply 
Industry Firms 
Product market Products 

[0021] From a business process perspective, the commer 
cial process can be vieWed as having tWo discrete stages. 
First is a “market-oriented” dimension. Second, this orien 
tation subsequently shifts at a critical point in the commer 
cial process to a speci?c “transactional focus”. A feature that 
distinguishes the tWo is the subset of factors Which represent 
the dominant forces that in?uence the discrete outcomes 
occurring at the evolving stages of a commercial process. 

[0022] The origin of a transaction begins With a buyer. 
Buyers, in economics, equate With a “demand” or the desire 
to satisfy a material need. In order to satisfy this need, the 
buyer conducts a vertical “drilling-down” or information 
gathering process that begins at a general level and moves to 
increasing degrees of speci?city in identifying: 

[0023] the product it Wants more precisely (for: 
example, a boat or a automobile; that is, What general 
industry); 

[0024] Where, or the source, from Which the product can 
be obtained (for example, Which ?rm supplies the 
product); 

[0025] comparative product characteristics; i.e., price, 
quality availability etc. 

[0026] At this stage, the information gathering process is 
driven by, and conforms most closely With neo-classical 
demand theory. Within the context of competitive dynamics, 
the process explains hoW buyer-led demand-side forces are 
the predominant in?uence affecting the progress of the 
search from a general to speci?c re?nement process. 

[0027] At the broadest level, a buyer Will conduct a search 
Within more general parametersiat the industry level. An 
industry, hoWever, is most easily de?ned as a categorization, 
typology, or grouping of ?rms that consists of those ?rms 
that operate processes of a su?iciently similar kind and could 
produce products that are close substitutes. Some ?rms 
Within an industry Will produce certain products, While other 
?rms belonging to the same industry may produce an 
entirely different range of products. Although there Will be 
a “market” for all products produced by the industry, clearly, 
there is no such thing as a single “industry market”. 

[0028] The forum, or institutional environment in Which 
the buyer exercises its demand-side in?uence takes the form 
of What is described as a “product market”. HoWever, a 
precise de?nition of What constitutes a “product market” is 
among one of the more elusive concepts in economics. In 
fact, there exists no single concept of exactly What is a 
market. One de?nition (the Lancastrian de?nition) asserts 
that markets should be thought of as being made up of 
“products having similar characteristics”. A combination of 
these above de?nitions results in a concept that markets are 
a notional forum in Which products having similar charac 
teristics are exchanged. 
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[0029] At a particular point in the buyer’s decision-mak 
ing process, a fundamental event in the spatial orientation of 
the demand-side processes occur. At the moment the buyer 
decides upon the speci?c type of product it is seeking, the 
decision-making process ceases to be vertical, and shifts to 
a horizontally oriented comparative analysis betWeen like 
goods. 

[0030] The predominant demand-side function in?uenc 
ing this stage of the transaction is the comparative analysis 
conducted betWeen products having the same or similar 
characteristics. If the Lancastrian de?nition of What consti 
tutes a “product market” is used, it is at this point the buyer 
truly enters the “product market”. 

[0031] As a consequence of the comparative analysis 
among goods Which are close substitutes, the buyer Will 
eventually select a particular product that most closely 
conforms to its demand requirements relative to the price it 
is prepared to pay for that good. In this Way, the “selection 
decision” is made. 

[0032] The relational con?guration of a buyer seeking 
information and product speci?city is a one (buyer) to many 
(sellers) (1 :M) relationship. Therefore, buyer-led market 
activity takes the form of a buyer using the medium to 
identify sellers, compare the characteristics of the products 
they offer relative to the price indicated (signaled). Properly 
designed Internet demand-oriented mechanisms have the 
potential to increase the speed and ef?ciency With Which the 
buyer conducts search, identi?cation and comparison activi 
ties. Business system applications that emulate ef?cient 
“market activities” should be directed toWards enhancing the 
search, identi?cation and comparison functions. 

[0033] A search mechanism that links one buyer to many 
sellers through a centralized “portal” con?guration is appro 
priate provided that the scope of the search is suf?ciently 
comprehensive to identify and locate a Wide enough number 
of suppliers and, ultimately, products to give the buyer a 
good approximation of the comparative characteristics of the 
products offered. 

[0034] HoWever, existing e-commerce models utilize eco 
nomic frameWorks that create distorted and dysfunctional 
markets as a result of tWo errors of structural logic. 

[0035] First, centralized “portal” style models include 
Within the market only those products that sellers choose to 
offer for sale Within the system. This con?guration 
resembles more an agency, distribution or retail sale arrange 
ment rather than an extension of existing markets. Goods are 
placed in an arti?cial environment in a retail sale style 
arrangement rather than re?ecting cross-comparative 
attributes characteristic of true markets. 

[0036] Another structurally unsound attribute of the exist 
ing models is that the centralized market place Which 
purports to facilitate sales creates a shift from vertical to 
horizontal spatial functions at the Wrong structural dimen 
sion. The mechanical implications of this occurrence is that 
it becomes impossible to optimally integrate subsequent 
functions Which occur in the business process and Which are 
discussed beloW. 

[0037] The selection decision described above ceases the 
vertical movement of market-oriented activities from gen 
eral to speci?c. It also ceases the l:M buyer to supplier 
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relationship. The importance of this change is that another 
fundamental shift occurs by implication. Rather than having 
a “market” focus, the business process takes on a “transac 
tional” focus. 

[0038] The focal point for this analysis alters in that 
previously it Was a buyer:market relationship. NoW by 
implication of the organizational structures of production, 
the focal point is the buyer: selling ?rm relationship. 

[0039] In order to make a sale, the buyer must meet the 
seller’s terms and enter the transaction process. A question 
noW arises as to hoW to optimally con?gure the most 
ef?cient transaction process by building on, or extending 
from, the vertical market functions described above. 

[0040] Transactional outcomes can be Well-explained 
using classical and modem theories of the ?rm and neo 
classical price theory. In addition, a horizontal supply-side 
transactional orientation is also consistent With concepts of 
supply-chain ef?ciency and ef?cient internal management 
structures. 

[0041] An organizational concept that is central to both 
theoretical principles is the concept of control of key supply 
side functions. 

[0042] One vieW is that ?rms or business enterprises exist 
because they are institutional structures that constitute an 
optimal mechanism for organizing production, on the one 
hand, and exchange on the other. Both functions involve the 
generation of “transaction costs”. In this regard, the ?rm can 
be seen as a form of interface betWeen the production and 
exchange functions that exists because it is the structure best 
capable of most ef?ciently internalizing transaction costs. 

[0043] An optimal organizational structure minimizes the 
transaction costs of production and exchange. In this lies a 
very strong argument that business transactions can be most 
ef?ciently conducted Where the control and conduct of the 
transaction rests With the seller. 

[0044] The mechanics of this assertion relate back to the 
close relationship betWeen signals and feedbacks. Firms 
formulate signals in response to feedbacks. HoWever, sig 
nals can only be seen by the market to be adjusted at an 
external level Where the ?rm has made some internal adjust 
ment as a consequence of feedbacks. 

[0045] The product pricing decision is among one of the 
most fundamental decisions a ?rm makes. Price is a key 
market signal that can be quickly adjusted in the short-run, 
and can be used to indicate many messages ranging from 
product quality to the e?iciency of the ?rm itself. 

[0046] A notable difference exists betWeen the signal, or 
asking price, of a product: The ultimate selling price of a 
product is dictated by a number of closely related factors that 
are determined by circumstantial conditions. For example, 
the negotiation of a contractual price Will be subject to, 
among other things: 

[0047] volume discounts, 

[0048] payment risks 

[0049] payment time 

[0050] country risk 

[0051] transport arrangements 






































