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Abstract

The potential of the Internet has been expanded substantially by a new gen-
eration of mobile devices, opening the door for rapid growth of m-commerce.
While the traditional PC access to the Internet continues to be vital for
exploiting the advantages of the Internet, the mobile access appears to at-
tract more people because of flexible accesses to the Internet in a ubiquitous
manner. Accordingly, e-commerce is now in the process of being converted
into m-commerce. The purpose of this paper is to develop and analyze a
mathematical model for comparing e-commerce via the traditional PC ac-
cess only with m-commerce which accommodates both the traditional PC
access and the mobile access. The distribution of the number of products
purchased by time t and the distribution of the time required for selling K
products are derived explicitly, enabling one to assess the impact of mobile
devices on e-businesses. Numerical examples are given for illustrating behav-
ioral differences between m-commerce consumers and traditional e-commerce
consumers.
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1. Introduction

The potential of the Internet has been expanded substantially by a new
generation of mobile devices, opening the door for rapid growth of m-commerce.
While the traditional PC access to the Internet continues to be vital for ex-
ploiting the advantages of the Internet, the mobile access appears to attract
more people because of flexible accesses to the Internet in a ubiquitous man-
ner. Accordingly, e-commerce is now in the process of being converted into
m-cominerce.

Because of the fact that the mobile technology is still young, the study
of the impacts of mobile devices on e-businesses is also rather new in the
literature. Roto[l] and Kim[2] provide the current state of mobile devices
and m-businesses. Chae and Kim[3] discuss the business implications of m-
commerce, and Barwise[4] and Hammond[5] predict the evolutional trend of
m-commerce in the foreseeable future. Wu and Hisa[6] propose the hyper-
cube innovation model for analyzing the characteristics of m-commerce with
focus on three axes: changes in business models, changes in core components
and stake holders. Siau, Sheng and Nah[7], and Park and Fader[8] investigate
the benefits of m-commerce to consumers and how e-commerce has changed
the consumer behavior. Biiyiikézkan[9] develops an analytical approach for
determining the mobile commerce user requirements. All of these papers are
either empirical, qualitative or static in their analytical nature and, to the
best knowledge of the authors, no study exists in the literature for captur-
ing behavioral differences between e-commerce and m-commerce based on a
mathematical stochastic model.

The purpose of this paper is to develop and analyze a mathematical
model for comparing e-commerce via the traditional PC access only with
m-commerce which accommodates both the traditional PC access and the
mobile access. More specifically, a consumer behavior for m-commerce is
formulated as a semi-Markov process having three transient states and two
absorbing states. The three transient states describe the first period of a day
in which the mobile access is available from time to time for the private use
of the Internet (e.g. working hours), the second period of a day in which
the PC access is available from time to time (e.g. evening hours at home),
and the third period of a day in which the consumer is inactive in using the
Internet (e.g. sleeping hours). Given a specific product under consideration,
the two absorbing states represent the decision of purchasing the product and
that of not purchasing the product. For the case of e-commerce, the access



to the Internet by a user is not allowed in both the first period and the third
period. In modeling m-commerce, the access to the Internet is allowed in
the first two periods but not in the third period. By considering a group
of such consumers, the two stochastic performance measures of interest can
be evaluated: the distribution of the number of products sold by time ¢ and
the distribution of the time required for selling K products. This analysis,
in turn, enables one to assess the impact of mobile devices on e-businesses
by comparing such stochastic performance measures for m-commerce against
those for traditional e-commerce.

The structure of this paper is as follows. In Section 2, a mathemati-
cal model is developed for capturing the consumer behavior in m-commerce
based on a semi-Markov process approach. Section 3 is devoted to dynamic
analysis of the semi-Markov model. The two stochastic performance mea-
sures are introduced in Section 4 and the associated distributions are derived
explicitly, which can be computed based on the results in Section 3. Numer-
ical examples are given in Section 5, for illustrating behavioral differences
between m-commerce consumers and traditional e-commerce consumers.

Throughout the paper, vectors and matrices are indicated by underbar
and doubleunderbar respectively, e.g. &, P(t), etc. The vector with all com-
ponents equal to 0 is denoted by 0. The identity matrix is denoted by L



2. Development of Mathematical Model for m-Commerce Con-
sumer Behavior: Semi-Markov Process Approach

We consider an m-commerce consumer who intends to decide whether or
not he/she should buy a product by exploring the Internet for information.
In order to capture the behavioral pattern of the m-commerce consumer,
each day is decomposed into three periods. During the first period of a day,
only the mobile access is available from time to time for the private use of
the Internet (e.g. working hours). Throughout the second period of a day,
the PC access is available from time to time, overriding the mobile access
to the Internet (e.g. evening hours at home). The third period of a day
represents to take a rest in which the m-commerce consumer is inactive in
using the Internet (e.g. sleeping hours). Each time the Internet is accessed
for information, he/she makes one of the three decisions: to purchase the
product, not to purchase the product, or to remain undecided. Of interest is
then to find out what the status of the m-commerce consumer would be at
time ¢.

For capturing the m-commerce consumer behavior described above more
formally, we consider a semi-Markov process {J(¢) : t > 0} defined on N =
{0,1,2,3,4}. Here, the i-th period of a day is represented by state i, i =
1,2,3. The two states 0 and 4 are absorbing, where the former corresponds to
the decision of purchasing the product while the latter represents the decision
of not purchasing the product. Given that neither the decision of purchasing
nor that of not purchasing is made, we assume, for the time being, that the
dwell time of the semi-Markov process in state ¢ is absolutely continuous with
probability density function (p.d.f.) a;(z), i = 1,2,3. The corresponding
distribution function, the survival function and the hazard rate function are
denoted by

Ai(z) = /Oxaxx)dx; Ai) =1— Ae) s me) = 2 (o)

In state ¢ for « = 1,2, the Internet accesses occur according to a Poisson
process with intensity \;. For each access, the decision of purchasing ( not
purchasing ) the product is made with probability «; ( §; ) where 0 < a;+05; <
1. With probability 1 — («; + 3;) > 0, the m-commerce consumer remains
undecided. The transition structure of the semi-Markov process is depicted
in Figure 1.1, where & = a;\; and 0; = (;\; represent the hazard rates
from state ¢ to state 0 and 4 respectively for ¢ = 1,2. In order to deal with
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the case in which the three periods are constant, we subsequently choose,
for each i € {1,2,3}, a sequence of distribution functions (A;(k,z))7, such
that A;(k,z) — U(x) as k — oo, where U(x) is a step function defined by
U(x) =1for z >0 and U(z) =0 for x < 0.

é:l :al/ll

3

Figure 1.10 Transition Structure of the Semi-Markov Process



3. Dynamic Analysis of the Semi-Markov Process

In this section, we derive explicitly the transition probability matrix ﬁ(t)
of the semi-Markov process J(t), where P(t) is defined by

(1) = [Py(®)];  Py(t) EPLI(t) = j|I(0) =4, i,j €N, (3.1)

I

For this purpose, the age process X (t) associated with the semi-Markov
process J(t) is introduced as the elapsed time since the last transition of J(t)
into the current state at time ¢. Clearly the bivariate process [J(t), X (¢)]
becomes Markov and the first step of our analysis is to evaluate the joint
distribution function defined by

Fij<x>t) = P[X(t) <z, J<t) = j|‘](0) = Z] ) (32)

and the corresponding joint p.d.f.

d
%EJ’(ZE’ t) = fij(xvt) ) (3.3)

where the delta function §(¢) is employed for describing the boundary condi-
tions with respect to x. More specifically, one sees that

Fa(0+, ) = Sy 8(0) / fis(, Oys () (3.4)
f12(0+ t) = 5{2 2}5 / le xZ, t 771 ) (35)
fis(0+,t) = Ofi= 3}5 / fio(, )me(x)dx (3.6)

Here, 5{STATEMENT} = 1 if STATEMENT is true, 6{STATEMENT} = 0 other-
wise, and the delta function 5 (t) is the unit operator associated with con-
volution, i.e. g(t) = [;° g(x)d(t — 2)dx for any integrable function g(t) on
[0, 00).

In order to evaluate the joint p.d.f. given in (3.3), we introduce the
following Laplace transforms.

a;(s) = /000 e a;(z)dx for i=1,2,3 (3.7)
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1 — a4(s)

Bi(s) = /°° e Ai(z)dx = for i=1,2,3 (3.8)
0
((0+4,8) =[G (04, 9)] 5 Ci(0+,5) = / e (04, )t for i,jEN
- 0
(3.9)

p(a,9) = [Py 9)] ;i s) < /0 e fiy(x, t)dt for i,jeN (3.10)

A A A def [ _pu .
P(v,8) = [pi(v,8)] 5 Pij(v,8) = / e " @ii(x,s)dx for i,j €N
= 0

(3.11)
For notational convenience, we also define C; = & + 0; for : = 1,2 and
d(€,0,s) =1 —ai(s + Cr)as(s + Cy)az(s) (3.12)
§161(s + Ch) + &Pa(s + Cr)ay (s + Ch)
%0(§,Q, S) = 5161(8"‘01)0&2(84—02)&3(8) +§262(S+02) (313)
i §161(s + Cr)as(s) + &6a(s + Cr)an (s + Cr)as(s) ]
[ 0151(s 4+ C1) + 0202(s + Ca)as (s + Ch)
y4(§, Q, 8) = 0161(5 + 01)062(5 + 02)043(8) + 9252(5 + Cg) (314)
L ‘9151(8 + 01)043(8) + 0252(8 + 02)041(8 + 01)053(8) ]
1 a1(8+01) 041(8+01)CY2(8+02)
B(£,0,5) = | aa(s+ Ca)as(s) 1 as(s + ()
as(s) ai(s 4+ C)as(s) 1
(3.15)

Then the following theorem holds.

Theorem 3.1. Let §(0—|—,s) and é(v,s) be as in (3.9) and (3.11) respec-
tively. One then has: N

) , 0 07 0
a) g(OJﬁS):m %(%Q,S) é(fajgas) ﬂ(%ﬁ,s) :

where d(§,0,s) , yo(g,Q, s) %(g,@, s) and B(£,0,5) are as given in (3.12)
, (3.13) , (3.14) and (3.15) respectively.

b) $(v,s) = ¢(0+,5)

’
S v

1 1
xdiag{T Bi(s+v+Ch), Bo(s +v+Cy), f3(s+v), S+U} ;



where diag{ay,...,a,} denotes an n x n diagonal matriz with diagonal ele-
ments ai, ..., Qy,.

Proof. In addition to the boundary conditions in (3.4), (3.5) and (3.6) for
states 1,2 and 3 respectively, one sees that, for state 0 and 4,

fio(04,1) = & /OOO fi(z, t)dr + & /000 fio(z, t)dx (3.16)

and

0 0

By taking the Laplace transform of (3.4) through (3.6) and the above two
equations with respect to ¢, one finds that

2
CiO(O—i‘, S) = Z§]QJ<0+, S)ﬁj(S -+ Cj) y (318)
j=1
(i (0+,5) = dpi=1y + Cis(04, s)as(s) (3.19)
G2(0+,s) = Ofi=2) + G (04, s)ar(s + Ch) , (3.20)
Qg(0+, S) = (5{,';3} + Ci2(0+7 S)O@(S + 02) , (3.21)
2
Ga(0+,8) = > 0;6;(0+,9)8;(s + Cy) . (3.22)
j=1
By describing (3.18) through (3.22) in matrix form, it follows that
OT
ul
T =L T
g (0+78) = QQ +£ (0+75) l(§7Q7 S) 9
uj
QT

where u; is the i-th unit vector in R and

0 0 0 0 0
5151(84‘01) 0 041<S+01) 0 Hlﬂl(s—i—C’l)
(& 0,5) = | &b2(s+ (o) 0 0 a(s+ Ca) Oaf2(s + Cy)
- 0 asz(s) 0 0 0
0 0 0 0 0
(3.23)



It then leads to

K -1

SO+ = | ud | [I-960.9)] (3.24)

It can be shown from (3.23), after a little algebra, that

1 1 d(§7 Q7 S) QT 0
I— 0 =— ,0,s) B(&, 0, 0, ;
L6 =gy | Wk BELs) o)
and part a) follows from (3.24).

For part b), we note that
fm(ﬂ?, t) = fio(o—i—,t — ZL‘) ; (325)
fii(z,t) = fi(0+,t —2)A;(2)e” 9" j=1,2, (3.26)
fig(iC, t) = fig(o—i-,t — SC)Ag(l’) s (327)
fia(z, ) fis(0+,t — ) (3.28)

Since states 0 and 4 are absorbing, for the process to be in one of the two
states at time ¢ with age x, it should have entered the state at time ¢t — z,
explaining (3.25) and (3.28). For the process to be in state j at time ¢ for
Jj = 1,2, as shown in (3.26), it should have entered the state at time ¢ — z,
having no transition to any other state until time ¢. The case for state 3 in
(3.27) is similar except that transitions from state 3 to state 0 or state 4 are
not possible.

By taking the Laplace transform of (3.25) through (3.28) with respect to
t, it can be seen that

Gio(r,5) = Go(0+,s)e™™", (3.29)
Gij(z,s) = Gj(0+, 5)6_(s+cj)xz‘_1j($) 1=12, (3.30)
Pis(x,5) = (is(0+,5)e " A3(x) (3.31)
Gia(r,5) = Ga(0+,s)e™™ . (3.32)

Again by taking the Laplace transform of (3.29) through (3.32) with respect
to x and putting the results into matrix form, the theorem follows.
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Let the Laplace transform of P(t) with respect to ¢ be denoted by x(s),
Le.

(s) = / T ettt (3.33)

From the definition of P(t) in (3.1), one easily sees that m(s) = é(O, s). The
next theorem is then immediate from Theorem 3.1. N

1=

Theorem 3.2.

(s) =

15!

(04 5) dz’ag{l Bu(s+Ch), Bals+ Co) , Bals) é}

S

[l

So far, we have assumed that the dwell time of the semi-Markov process
in state ¢ is absolutely continuous with p.d.f. a;(z), i = 1,2,3, given that
neither the decision of purchasing nor that of not purchasing is made. In
reality, however, the three periods of a day should be treated as constants
71,72 and 73. This case can be dealt with by considering a sequence of
Laplace transforms of p.d.f’s («;(k, s))32, where a;(k,s) — e * as k — oo,
i =1,2,3. We emphasize the limit by using the symbol O , i.e. &;(s) = e *7.
At the limit, the corresponding Laplace transform 7(s) of the transition
probability matrix P(t) can be obtained by substituting &;(s) = e™*" into
Theorems 3.1 and 3.2. Assuming that a day starts with period 1, of particular
interest to our analysis are To(s) and 74(s) as summarized in the next
theorem.

Theorem 3.3. Suppose that the three periods of a day are represented by
constants 11, and 13. Let T = 1 + T + 13. One then has:

a) 71'10(5> - g ’ 1 — = (s7+C1m1+Cam2)
_ C1)r - Co)T:
« 11_6—(8-1—1)1 + 526—(5+01)711_€—(8+2)2
s+ C, s+ Oy ’
b) 7714(8) - ; ) 1 — e~ (s7+C1m1+C272)

1 — ¢~ (s+C1)m 1 — ¢ (s+C2)72
xdg-——C Lgettoom—¢ L
S+ 01 S+ 02

10



We are now in a position to prove the following main theorem by inverting
the results in Theorem 3.3 a) and b) into the real domain. For notational
convenience, the following intervals are introduced for £ = 0,1,2,---.

Intlk,1] = {t:kr<t<kr+mn} (3.34)
Intlk,2] = {t:kr+mn <t<kr+m+7n} (3.35)
Intlk,3] = {t:kr+n+n<t<(k+1)1} (3.36)

We also write [x] to mean the integer part of a real number z.

Theorem 3.4. Let Intlk, 1], Intlk,2] and Intlk,3] be as in (3.34), (3.35)
and (3.36) respectively. Let 7 and C; be as in Theorem 3.3 and define m(t) =
[£]. Then the probability Pio(t) can be obtained as follows.

i) If t € Int[m(t),1], then

1 _ 6—(01T1+0272)m(t)

r gl —C11

P10<t) =~ (1 —e ! 1) 1 — e~ (Cim1+C212)

+ %6_(01T1+C2T2_01T)m(t) (e—cl’m(t)T _ 6—C1t)
1

—(C111+C2m2)m
—1—5_2@—0171 (1—6—0272) 1 — e~ (nFCem)m(t)

Cs

1 — e~ (C1m1+C212)
i) If t € Int[m(t),2], then

C111+C272)(m(t)+1)

Y 51 —Ch7 1— 6_(
P10<t) = a (1 —e 1) 1 — e (Cim1+C212)

—(C1m1+Cama)m
_{_5_26—6’17'1 (1—6—027'2) l—e (Cim+Cam)mit)

Cy
&2 (c1-c)
+ = 1 2)T1
Cy*

1 — e~ (C1m1+C212)

e—(01Tl+CQT2—CZT)m(t) (e—Cg(m(t)T—i-Tl) . e—CQt) ]

iii) If t € Int[m(t),3], then

- 1 — e~ (CiT1+Cam2)(m(¥)+1)
P(t) = % (1 — 67017—1) c
1

1 — e (Cim1+C212)

—(C111+Ca12)(m(t)+1
+é6_clﬁ (1—6_0272) l—e (CimACam)(m(t)+1)

Cy

1 — e (Cim1+C212)

11



Proof. From Theorem 3.3, one sees that

1 1 — ¢~ (s+C1)m 1 — ¢~ (s+C2)m2
- o —(s+C1)11
Tls) = T oo {& sro tee s+ Cy }

The geometric expansion of the first factor on the right hand side of the
above equation then leads to

. o B 1 — e~ (s+C1)m B 1 — e~ (s+C2)72
s710(8) = Z e~ (eTHOImACar2)k {f T 10 + Ee TN i G }
k=0

By arranging terms involving k or s appropriately, it follows that

o0

- & —(C111+Cam)k,—sk
s7i0(s) = s+, E e~ (it Cama)k o —skr
k=0
56—017'1 *©
_ 1 6—(01T1+02Tg)k6—8(k7'+7'1)
s+ C
Rt et
66*017'1 ©°
2 —(Cim1+C2m2)k ,—s(kT+71)
T & ‘
S
2 k=0
56*(01714’027'2) ©
_ 2 —(ClTl—‘ngTg)k —S(kT+Tl+T2)
e e . (3.37)
s+ Cy

k=0

We recall that the Laplace transform SJ%ae*Sﬁ can be inverted into the real

domain as £7! [ﬁe‘sﬂ] = e %t —p) = fot e~y — B) dy =
5{0§g§t}e*a(t*ﬂ) . Applying this inversion formula to (3.37) and noticing

P1o(0) = 0, one finds, after a little algebra, that

d

_p t —_ —C1t 5 - 7(017’14»027’27017’)]{
7 1o(t) &ie kzzo {kr<ty€

e}

_616_01t Z 5{kT+T1St}e—(clTl-i-CQTQ—ClT)k‘

k=0
00

_|_€2€—(C1—C'2)716—Czt E jd{k N <t}€—(0171+0272—027)k
TTTLS

k=0
00

—626_(01_02)7-16_Czt § 6{]{T+T i <t}6—(ClT1+CQTQ—CQT)k
1 2> °

k=0

12



Since Ogpr<ty —Ofkr+m<tt = Ogterntk1]} AN Ofprir <t} —Ofkrtm+m<t} = Oftelntk2]}>
this then leads to

d D - S - T T2o—C1 T
EPlO(t) = e Cit Zé{telnt[k,l]}@ (C1m1+Cam2—C17)k
k=0
+ 526_(01—02)716—C2t Z 5{telnt[k72]}e_(CITI+C2T2_CQT)k ] (338)
k=0

By integrating both sides of the above equation from 0 to ¢, it can be seen
that

00 t

Pio(t) =& Z e(C1T1+CQTQClT)k/ (S{tlelm[k’l]}efcltldt/
k=0 0

00 t

+ 526—(6’1—02)71 Z e—(CITI+CQT2—CZT)k/ 5{t’elnt[k,2}}6_02tldt/ . (339)

k=0 0

We now consider the following three cases separately.
i) te Int[m(t),1]

In this case, m(t) days have passed and it is currently in the first period
of the m(t)-th day. Accordingly, one has

m(t)—1

Py(t) =& Z {e_(C”ﬁCQTQ_C”)k/

k=0 kT

kT+71

e_clt/dt’}

t
+§16(01T1+Cz7—2017)m(t)/ €7cltldt/

m(t)T

m(t)-1 kr+71472
+ 6267(6’1*02)71 E e(CanrCszCz‘r)k/ e—C2t’dt/ 7
k=0 kT+71

where ZZ = 0 if a > b according to the mathematical convention. Calculat-

ing the exponential integrals and summing the resulting geometric sequences,
part i) follows.

i) te Int[m(t),2]

13



This case implies that m(t) days have passed and it is currently in the
second period of the m(t)-th day. Hence one sees that

m(t) kT+11
D — _ _ /
PIO(t> — 51 § e (C111+C212 ClT)k/ e Cit dtl
k:D kT
m(t)—1 kT4+T11+T2
+ 5267(01702)7'1 E 67(017'14»02727027')]{: / efcgt’dt/
k=0 kT+71

t
+ 526—(01—02)71e—(017—1+0272—027)m(t) / e—CQt/dt/ ‘
(t)T+711

As for part i), a little algebra then would prove part ii).

iii) ¢ e Intim(t),3]
In the third case, m(t) days have passed and it is currently in the third
period of the m(t)-th day. It can be seen that

m(t)

B kT+71
Pio(t) =& Z 6_(Cm+cﬂ2_cﬁ)k/ e~ gt/
k=0 kT
mAt) kT+71472
+ 5267(01702)7'1 Z 6(01T1+CQT2027')]€/ efCQt’dtl '
k=0 k471

By conducting integrations and summations as for part i) and part ii), the
theorem follows.
OJ

The counterpart of Theorem 3.4 for ]514(15) can be obtained via similar
arguments, as shown in Theorem 3.5 below. Proof is omitted.

Theorem 3.5. Let Intlk, 1], Int[k,2] and Intlk,3] be as in (3.34), (3.35)
and (5.36) respectively. Let 7 and C; be as in Theorem 3.5 and define m(t) =
[£]. Then the probability Pi4(t) can be obtained as follows.

14



i) If t € Int[m(t),1], then

" 91 o 1 _ 6—(01T1+CQT2)m(t)
Piy(t) = a (1 —e ! 1) 1 — ¢~ (Ciri+Cam)

" ﬁ67(0171+027-27017')m(t) (efolTTL(t)T . 67011‘/)

i
62 —-Ci7m1 1 —Como 1— e_(0171+0272)m(t)
’ 526 ( o ) 1 — e~ (Cim1+Cam)
it) If t € Int[m(t),2], then
91 1— ei(ClTl“FCQTQ)(m(t)Jrl)

P14(t) _ F (1 . 6—0171)

1 1 — e~ (Cim1+C2m2)

1 _ 6*(C1T1+0272)m(t)

+ 26_017—1 (1 . €_C2T2)
2
&e—(CI—CQ)Tl6—(CIT1+CZT2—CQT)T)’L(t) (e—Cg(m(t)T—i-n) _ e—CQt) '

Co
iii) If t € Int[m(t),3], then

1 — e~ (C1m1+C212)

+

3 P 1 — o= (C1m+Cam)(m(H)+1)
Py(t) = 51 (1 — e_clﬁ) ¢

1

1 — e~ (Cim1+C2m2)
1 — e~ (Crr+Cama)(m(H)+1)

+ ée—clﬁ (1 _ 6—0272)

o 1 — e~ (Cim1+C2m2)

From Theorems 3.4 and 3.5, the two absorbing probabilities e, and e4 can
be obtained by letting ¢ — oo.

Theorem 3.6. Let ey and ey be the absorbing probabilities in state 0 and
state 4 respectively. One then has

5 51 —C11 52 —C11 —CaT 1
o= Pufoo) = { & (1= om) 4 o (- comy Lo

~ 91 g 92 —CiT —CaT 1
64:P14(OO): {a(l—e ! 1) +62€ o (1_6 22) 1 — e (Cimi+Cam2) *

For those users who have only the PC access to the Internet, the coun-
terparts of Theorems 3.4 through 3.6 can be obtained, in principle, by set-
ting & = 6; = 0. Since some terms take an indefinite form in that both
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the denominator and the numerator vanish as & and 6; go to 0, however,
L’Hopital’s rule should be employed wherever appropriate. The resulting
transition probability matrix at the limit is denoted by Q(t) = [Qy;(t)]. The

next two theorems then hold true.

Theorem 3.7. Let Intlk, 1], Int[k,2] and Int[k,3] be as in (3.34), (3.35)
and (3.536) respectively. Let T and Cy be as in Theorem 3.3 and define m(t) =
[£]. Then the probability Quo(t) can be obtained as follows.

i) If t € Int[m(t), 1], then

Qult) = ¢ (1= )

Cy
ii) If t € Int[m(t),2], then
Ouolt) = 2 (1 — e Celt=Gmm=nly |
Cs
iii) If t € Int[m(t), 3], then
52 7027'2[m(t)+l]
Quo(t) = G (1—e ) .
Theorem 3.8. Let Intlk, 1], Int[k,2] and Int[k,3] be as in (3.34), (3.35)
and (3.536) respectively. Let T and Cy be as in Theorem 3.3 and define m(t) =

[L]. Then the probability Qu(t) can be obtained as follows.
i) If t € Int[m(t), 1], then

~ 92 o
)= — (1 — 2Tam(t) ‘
Qa(t) 02 ( e )
ii) If t € Int[m(t),2], then
Oui(t) = 2 (1 = ¢~ Cali-G=rmi-ml)
Cs
ii) If t € Int[m(t),3], then
Q14( )= 62 (1 — 3—0272[m(t)+1]) )

Corresponding to Theorem 3.6, one has the following theorem by letting
t — oo in Theorems 3.7 and 3.8.

Theorem 3.9. Let qy and q4 be the absorbing probabilities in state 0 and
state 4 respectively with & = 6, = 0. One then has

— Do) = é— — Ouu(o0) =

]
Cy
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4. Analysis of Dynamic Sales Volume and Sales Completion Time

Using the results of the semi-Markov model discussed in Section 3, we are
now in a position to assess the impact of the mobile access to the Internet
on enhancement of e-businesses. In this regard, it should be noted that
the semi-Markov model with & = #; = 0 describes a consumer who does
not have the capability of the mobile access to the Internet and utilizes
the Internet only through the PC access. Let Npory be the number of
consumers having both the PC access and the mobile access to the Internet.
Let Mpec be the number of consumers who have only the PC access to the
Internet. We recall that the stochastic behavior of those counted for Ngorg

is characterized by g(t) = [P;;(t)], while that of those counted for Mp¢ is
described by Q(t) = [Qm(t)} Given Npory and Mpe, of interest then is
the distribution of the sales volume at time t. Also, of equal importance
would be the distribution of the sales completion time for K products. In
this section, we derive these two distributions explicitly.

In order to capture individual consumer behaviors better from an appli-
cation point of view, we redefine the state space of the semi-Markov model
N =1{0,1,2,3,4} as S = {Buy,UD,—~Buy}, where Buy corresponds to
state 0, UD (UnDecided) aggregates the three states {1,2,3}, and —-Buy
means state 4. Accordingly, we define

Ppuy(t) = Pio(t) ; Pup(t) = Po(t) + Pia(t) + Pis(t) ; Popuy(t) = Pu(t),

(4.1)
and
QBuy(t) = Qlo(t) ; Qup(t) = Qn(t) + Qm(t) + Qm(t) i Q-Buy(t) = Q14((t) ,)
4.2

which can be readily computed from Theorems 3.4, 3.5, 3.7 and 3.8. We now
introduce the following trivariate generating functions.

Xinp:p(U, V,W,t) = Ppuy(t)U + Pyp(t)V + P.pyu, (t)W (4.3)

xinp:Q(U, V, W, t) = Qpuy(t)U + Qup(t)V + Q-puy(t)W (4.4)

Given Npormu, let Npyy(t), Nup(t) and N-py,(t) be the number of con-
sumers who have bought the product by time ¢, the number of consumers
who have not decided in either way by time ¢ and the number of consumers
who have decided not to buy the product by time ¢, respectively, where
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Npora = Npuy(t) + Nup(t) + Nopuy(t) for any ¢t > 0. Assuming that indi-
vidual consumers behave independently of each other, the collective consumer
behavior can then be described by

XNBOTH:P (U, V, I/I/v7 t) = E[UNBuy (t) VNUD (t) WN—'Buy (t)]
= {xunpp(U,V,W,t) yeori (4.5)

Accordingly, the joint probability of Npy,(t), Nup(t) and N_p,,(t) is given
by

P[Npuy(t) = N1, Nup(t) = Na, Nopuy(t) = N3]

Nporm N N N
— Py ()N Py (£)N2 P (1)
(Nl, No, N3) Buy(t) ™ Pup(t) ™ Popuy (1)

Based on these observations, the next theorem can be shown.

Theorem 4.1. Given Nporu, let Kporu(t) be the number of products sold
by time t. Then Kporu(t) has the binomial distribution with mean Npory -

PBuy (t), 1.€.

PlKporu(t) = k] = (NBETH) Py () {1 = Ppyy ()} Veorn

Proof. Since E[UNpw®] = xn, om0 (U, 1,1,1), one sees from (4.3) and (4.5)
that
B[Nz O] = { Ppuy(t)U + (1 = Ppa, (1)) } 707

proving the theorem.
OJ

We next turn our attention to the sales completion time for K products
given Ngorg. More formally, let Tgory(K) be the time until K products
have been sold among Ngory, i.e.

TBOTH(K> = Hlf{t : KBOTH(t) = K} . (46)
Let HBOTH(K) (t) be the survival function of Tpory(K), i.e.
HBOTH(K)(t) = P[TBOTH(K) > t] . (47)

The next theorem then holds true.

18



Theorem 4.2. Let ﬁBOTH(K)(t) be as in (4.7). Then one has

K-1

T N
Hpormx)(t) = Z ( BETH> Ppuy(t)F{1 — Ppy, (t)}Neoru—Fk
k=0

Proof. From (4.6), one easily sees that Tpory (K) > tif and only if Kgorm(t) <
K. This dual relationship between Tgory(K) and Kpory(t) then implies
that

Hporni)(t) = P[Tsoru(K) > t] = P[Kporn(t) < K] ,

proving the theorem.

O

Clearly, Theorems 4.1 and 4.2 hold true for sales among Mpc except that
PBuy(t)7 PUD(t), PﬂBuy(t) should be replaced by QBuy(t>7 QUD(t); QﬂBuy(t).

These results are summarized below.

Theorem 4.3. Given Mpc, let Kpc(t) be the number of products sold by
time t. Then Kpc(t) has the binomial distribution with mean Mpe - Qpuy(t),

1.€.
) Q0411 - Qa1

Let Trc(K) be the time until K products have been sold among Mpc, i.e.

Ppo(t) = = (

Tpo(K) =inf{t: Kpc(t) = K} . (4.8)
Let Hpc(ro)(t) be the survival function of Tre(K), i.e.
HPC(K) (t) = P[TPC(K) > t] . (49)

Theorem 4.4. Let Hpcr)(t) be as in (4.9). Then one has

K—1
HPC(K)<t) = Z (M]:C> QBuy(t)k{l — QBuy(t)}MPc—k ‘
k=0

In general, the market has both types of users and the two distributions
for the whole market should be derived by convolving the corresponding
distributions for Ngory and Mpc. More formally, let L be the number of
consumers in the whole market given by L = Nporyg + Mpc. Among L
consumers, let K (t) be the number of products sold by time ¢, and let T'(K)
be the time required for selling K products. One then has the following
theorem.
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Theorem 4.5. Let L, K(t) and T(K) be as described above, and define the
survival function of T(K) by H(t) = P[T(K) > t].

a) PIK(t) = k] = Y P[Kporu(t) = i] - PlKpc(t) = k — 1],

1=0

where PlKporu(t) = k| and P[Kpc(t) = k| are as given in Theorems 4.1
and 4.3 respectively.

b) Hi(6) = - PUK () = 1

5. Numerical Examples

The purpose of this section is to explore numerically how the balance
between Nporyg and Mpe would affect the distribution of the number of
products sold by time ¢, and that of sales completion time for K products.
The underlying parameter values are set as given in the following table, unless
specified otherwise. We also set t = 240(hours) and L = Ngory + Mpc =
10000, where Ngory : Mpc is varied as 0 : 100 , 25 : 75, 50 : 50 , 75 : 25
and 100 : 0.

a7 (8% ﬁl 52 A1 A2 7L | T2 | T3

0.03]0.03]00L | 001 |1/24[1/24| 8 |8 |8

In Figure 5.1, the survival functions for K(240), i.e. the number of prod-
ucts sold by time ¢ = 240, are plotted, where the parameter «; is changed
with 0.03,0.06 and 0.09 from the top graph to the bottom graph respectively.
In each graph, the left-most curve corresponds to Ngory : Mpc = 0 : 100
and the right-most curve represents the case of Ngory : Mpc = 100 : 0, or
equivalently, the ratio Ngory /L moves from 0 to 1 from the left-most curve
to the right-most curve.

We recall that «; is the probability of making the decision to buy the
product after an access to the Internet, see also Figure 1.1. Accordingly,
K (240) increases stochastically as «; increases. This point can be observed
by the fact that individual survival functions shift toward the right as a;
increases, except the left-most curve which remains intact because no users
have the mobile access. The degree of this stochastic increase becomes larger
as the ratio Ngory /L moves from 0 to 1. Given ay, the stochastic dominance
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of K(240) with higher Ngory /L over K(240) with lower Ngory /L can also
be seen in each graph. The effect of this stochastic dominance is linear in
Nporm/L as can be seen in Figure 5.2, where the expected sales volume
increases linearly from 936 to 1755 for ay = 0.03, from 936 to 2512 for
a1 = 0.06, and from 936 to 3199 for a; = 0.09, demonstrating the effects of

the mobile access to the Internet in e-businesses.

Survival function of K(t) (t=240, L=10000)
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Figure 5.1. Survival function of K (t)
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Figure 5.2. Mean and variance of K (t)
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Figures 5.3 and 5.4 provide the counterparts of Figures 5.1 and 5.2 for
the survival function for 7°(2000), i.e. the sales completion time for K =
2000 products, except that the left-most curve now corresponds to Ngory :
Mpe = 100 : 0 and the right-most curve represents the case of Ngory :
Mpe = 0 : 100, or equivalently, the ratio Npory/L moves from 1 to 0
from the left-most curve to the right-most curve. We observe that 7°(2000)
decreases stochastically as «; increases or the ratio Ngory /L increases. The
stochastic change of T'(2000) in Nporn /L is, however, no longer linear as can
be seen in Figure 5.2. The expected sales completion time decreases from
558 to 275 for a; = 0.03, from 558 to 177 for a; = 0.06, and from 558 to
128 for a; = 0.09, again demonstrating the effects of the mobile access to
the Internet in e-businesses.

Survival function of T(K) (K = 2000, L = 10000)
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Figure 5.3. Survival function of T'(K)
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Figure 5.4. Mean and variance of T'(K)
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