Monster.com

Setting / Background

· February 2000; Jeff Taylor, HBS OPM ’99, 39-year old founder & CEO

· Monster.com = 50% share of online recruitment advertising market; revenue growth = $6.9 million (’96) to $133.5 million (’99)

· parent company = TMP Worldwide

· traffic averaging 3.6 million unique visitors in 1/00; = 5% of all U.S. Internet users; 82nd most visited site on the web

· 25,000 active job sites on Web; 3 nearest competitors = CareerMosaic.com, HotJobs.com, Careerpath.com (Exhibit 1)

Super Bowl Ads

· 1 of 2 internet companies to buy advertising during 1999 Super Bowl (Exhibit 2)

· highly successful ad – searches increased by 450% within 24 hours of airing; same spot run over next year – quadrupled reach among US internet users from 1.4% (12/98) to 5.3% (1/00)

· paid job listings grew by almost 75% -- 186,000 to 315,248; resume database tripled from 1 to 3 million (Exhibit 3)

· 2 30-second ads during Super Bowl in January 2000 (Exhibit 4); 4.4 million job searches in 24 hour period – double the prior year

Growth

· Industry expected to grow from $265 million (’99) to $1.74 billion (’03)

· Launched free agent auction site in July ’99 (Monster Talent Market) – prospective employers bid for independent professional services

· December ’99 – 4 year $100 million deal to be exclusive career information provider for AOL

· Monster.com websites in 8 countries at end of ’99; plans to enter 11 other countries in ‘00

Challenges

· Increase in number of niche job placement sites (casino.com, MBAfreeagent.com)

· Importance of community & personalization to encourage repeat traffic

· Maintaining innovative culture as company grows geographically and into new markets; 340 employees at Maynard headquarters; 580 employees worldwide; Taylor wants to maintain Internet start-up culture

Recruitment Advertising Market

· Traditionally = help wanted ads in newspaper classified section

· US market grew at CAGR of 12% between ‘90-97

· 1996 – 85% of companies used newspaper ads but only 20-30% of job openings advertised – most filled by internal placement, employee referral, employment agencies, job fairs

· full range of services could be complex – include design and placement of ads, comprehensive image campaign creation

· 1998 – $12 billion on recruitment classifieds in US; agency commission = 15% of gross billings; agency revenues = $1.8 billion; newspapers making 85-95% profit margins on category (Exhibits 7 & 8)

Shift in Market

· number of people w/Internet access in US expected to grow from 80 million (’98) to 120 million (’00); percentage of Fortune 500 companies recruiting online expected to grow from 17% (’98) to 70% (’00); spending for online recruitment advertising projected to increase from $265 million (’98) to $1.74 billion (’03) – Exhibit 9

· 20% of job seekers expected to use internet in search in 1999

· online advertising faster / more cost-effective for companies – 2/3s of Cisco’s new hires originated from internet; time to fill open position down to 45 days from 113 days 3 years earlier

· 1998 – newspapers start to show decline in recruitment classified advertising (9.2% for SJ Mercury News, 3.6% for Dallas Morning News)

Monster.com

· Most revenue from prospective employers - $275 per 8 week listing (discounts for larger subscriptions / multiple recruiter access)

· Ad sales generated via 4 channels:  field, telesales, ad agencies, posts on Monster.com home page

· 30% = field channel (80 sales representatives) – usually corporate human resource department of companies w/less than 500 employees; average order size = $100,000

· 60% = telesales channel (163 sales representatives) – start-ups to mid-sized companies; average order size = $3000

· job seekers = free searches by job location, discipline, keyword search

· MyMonster.com – store up to 5 resumes, track online applications, notify by email if job listings match keywords – 6 million registered users in January ‘00

Job Placement Industry (Exhibit 11)

· Permanent placement firms = $11 billion; temporary help = $40 billion in revenues in 1996

· Temporary (Manpower = $8.5 billion, Kelly = $4.4 billion, Adia SA = $3 billion in 1999) – clients charged hourly (= 20-50% mark-up of temporary worker wages); temp-to-perm placement and permanent staffing also available

· Permanent – contingency fee structure (placement/employment agency only paid if successful placement) = 15-30% of first-year annual salary of individual placed; general range of salaries $20-120K, but agencies mostly $20-49K positions; seen as alternative to classified advertising

· Retainer (Korn/Ferry, Heidrick & Struggles, Spencer Stuart) – fill about 15% of all executive and managerial placements; part of total fee at start of search with installment billing in succeeding months; usually $70K+ positions, fees = 1/3 of starting salary

Jeff Taylor / Monster.com

· Amherst student, took off sophomore year to drive a truck (“That experience helped me to know what I didn’t want to do with the rest of my life.”), returned to school newly motivated, became fraternity president, advertising manager for student newspaper, campus tour coordinator, started business selling “Freshman Survival Kits” to parents

· Left college to work as disc jockey before earning degree, connected with staffing/recruiting people, got job as technical recruiter (contingency) – leads from help wanted ads (pitched services to companies who were having trouble)

· Joined JWG Associates and switched to creative side (creating ads)

· 1989 started ADION with 6 investors – niche agency focused on creating and placing ads in traditional media for Boston-area high-tech clients; 30 people and $6 million in billings by 1993

· Clients pushing for new ideas, Taylor looking for “monster” idea (big and different), woke up in middle of night with idea, did some research with local engineering firm BBN and consulting firm Net Daemons, and gave birth to “The Monster Board,” which became separate sub-chapter S corporation in fall 1993; 60% of Taylor’s time on The Monster Board by January ‘94

· 454th website in the world; one of the first to advertise URL on radio

· convinced 30 clients to “use” jobs for free, spent $50K on radio advertising but got no response; by fall ’94 had 400 jobs on board and about 100 visitors a day – still difficult – employers wanted to take jobs down, newspapers wouldn’t run ads; persistence with radio advertising and “good jobs” eventually led to audience response

TMP Worldwide

· Taylor had vision for global operation, trying to figure out how to achieve when TMP Worldwide proposed an acquisition; closed in November ‘95

· TMP founded in 1967 by Andy McKelvey, Chairman & CEO – global player in yellow pages and recruitment advertising business; had global network of offices and client relationships, local presence in most major cities around the world

· Went public in 1996, gross billings of $1.8 billion and commissions and fees of $765.8 million in 1999; commissions and fees -- $178.1 million = recruitment advertising, $101.3 million = yellow pages advertising, $295.6 million = search & selection services, $133.5 million = Internet advertising, $57.1 = temporary contracting services; Internet Operations = operating profit of $7.7 million in Q4 1999.

· 17,000+ clients worldwide (Table A), including 90 Fortune 100 companies and 450 Fortune 500 companies; no account = more than 5% of recruitment advertising commissions and fees 

· Recruitment advertising – began in 1993 with acquisition of Bentley, Barnes & Lynn, acquired 28 more agencies in 1996 alone; 45 domestic offices, 25 locations outside US, affiliate relationships with 24 agencies around world; full-service shop (creation / placement, image campaigns, collateral materials, alternative recruitment programs); commissions = 15% gross billings and fees from value-added services (design, research, creative/administrative services)

· Yellow pages – 2100 clients = 30% of all national accounts in market; largest yellow pages ad agency in world and 3x larger than nearest competitor

· Search & selection -- $50-150K salary level placements (retainer & contingency)

· Temporary contract – acquired Morgan & Banks in January 1999 – temporary contract employees (executives to clerical workers) in Australia and Asia

Monster.com Brand

· TMP merged The Monster Board and Online Career Center into Monster.com in January 1999

· 15% of 1999 advertising budget ($32 million) on one 30-second Super Bowl spot; resulting lead over competitors raised barriers to entry

· rationale for Super Bowl ad – traffic from 90 strategic alliances dropped from 1/3 in 2/98 to 15% in 8/98, but traffic to Monster.com strong – decided to drop strategic alliance strategy and go direct to consumer; needed to be “best in class” to become exclusive career search site for AOL – agreement would expand reach and increase traffic to site

· AOL deal = $100 million over 4 years; exclusive search site across all properties (AOL, AOL Canada, AOL.com, Compuserve, ICQ, Netscape Netcenter, Digital Cities)

· 92% name recognition among customers (human resource executives)

Communities

· “want to be more than just the place you go when you are looking for your next job”

· Career specific networking opportunities, career development support, salary survey information, virtual career fairs, resume writing tips, compensation information, networking advice, daily online poll, 20 chat rooms, 20 different newsletters (Exhibit 14) to 410,000 subscribers in targeted audiences (dot.com careers, healthcare, etc.)

Talent Market site

· Launched July 4, 1999

· Contractors, independent professionals, consultants & freelancers auction their services

· Fill out profile that outlines ideal assignment, desired pay rate, skills and education, product scope

· About 12,000 registered employers 161,000 registered independent contractors in March 2000; number of auctions averaged 40,000 per day

· Monster.com receives commission up to $1K for each match

· $86 billion staffing market, 8.5 million free agents in US

· Competitors = freeagent.com, guru.com, e-lance.com (Exhibit 15)

Conclusion

· Only scarce resources management time and ability to predict future

· Well-positioned for continued growth & category dominance

· How will Monster.com continue to be innovative, retain dominant position as world’s leading online career brand, expand into new markets and marketspaces?

· “Only the innovative thrive. . .versus only the paranoid survive.”

Building Brands – The Role of the Web

· AT&T – 1996 Summer Olympic Games:  virtual experience of being at the Olympics; informative, interesting, unique inside look at the Olympics; gave exposure to the AT&T brand and created key associations (prestige and excitement of Olympics), demonstration of power of telecommunications indirectly reinforced AT&T brand values.

· H&R Block:  relatively boring content -- describes tax preparation services, financial products and services, practical information & tools such as tax-oriented news, virtual tax advisor, downloadable tax preparation software, federal & state income tax forms, but “H&R Block: We’ll Pay Your Taxes” contest attracted 50,000+ customers via 10-week trivia game; 3 emails a week with facts about taxes, H&R tax services and trivia questions; response rate = 40%, 97% of participants stayed with game for 10 weeks; brand awareness & site traffic both sharply up after contest concluded.

· Kotex:  targets teenage girls, “tries to make Kotex products a part of a key time in their lives”; “Girlthing” section for users to “hang out” – give advice, comment, and “bond”  (a bit of a stretch if you ask me…).

Unique Characteristics of the Web

· Traditional advertising assumes audience members are passive recipients of message; most successful brand builders are those who are relentlessly focused.

· Advertising has role to play on the web, but will rarely be lead player in brand-building programs; web = experiences; lean-forward vs. lean back.

· Audience member usually has functional goal in mind – seeking information, entertainment, transactions – ignores or treats as annoyance anything that gets in the way.

· Disneyland vs. Disney movie – Disneyland creates intense personal association that is impossible for movies to achieve; Pottery Barn store vs. print ad.

· Interactive and Involving – trade email with the Trix rabbit, get info on products when shopping at Peapod, exchange information via Intel interest group = social experiences involving brands on the web – “Even those who don’t engage in conversation at Starbucks still report having a social experience…”

· Purchase experience can become part of brand building.

· Greater involvement and participation = more intense impact (both positive and negative).

· Current, Rich Information – brands can provide useful and visible information that influences consumer’s buying process and reduces chance that influential information comes from competitors; fresh, updated information provides motivation to revisit site and helps to build relationships; if website can motivate customers to learn about brand’s heritage, symbols, values, deeper relationship results.

· Personalization – possible to select content of interest and avoid irrelevant content; ex. McDonald’s site starts with family – click parent for adult content, child for kids’ content, Gap.com remembers size and color preferences, Amazon.com recommends books; personalization makes it possible to position brands differently for different segments – kids vs. adults (McDonald’s), classical music vs. rock (CDNow), etc.

Brand Building on the Web

· 6 tools for building brands on the web

· Website – most powerful brand-building tool, can be tailored to needs of brand and customer/brand relationship.

· Advertising / Sponsored Content – banner ads, content on third party sites (category information, games, etc.).

· Intranet – communicate brand identity within organization so everyone knows and cares about what the brand stands for; can be used two ways:  1)  reinforce brand values – 3M = innovation, intranet could host discussions on technological problems & provide source for creative-thinking tools, or 2)  communicate brand strategies, best-practice efforts – Levi has brand management model on the web (segmentation strategies, identities and strategies for current and planned brands, best-practice implementation ideas) and TI has TI ads, brand management frameworks, brand strategy descriptions, logo/visual presentation guides.

· Customer Extranet – links customers to internal systems of company behind brand; ex. Dell Premier Pages – password protected pages accessible by employees of Dell’s 200 largest customers – can access information normally restricted to Dell (past purchases, technical data bank for troubleshooting); delivers enhanced service and reinforces core Dell identity associations of efficiency and responsiveness; customers feel special and part of Dell extended family.

· Web PR – web communication not controlled by brand (personal home pages, news or gossip sites, discussion groups, chat rooms); ex. online discussion about Intel Pentium chip computational flaw created serious PR problem out of relatively minor bug (unhappy customer tells ten people, etc., etc.); mitigate problem by having employees participate in discussions (full disclosure re: affiliation important) or promote sites that are “not destructive” (?) by linking from homepage; leverage information provided by this form of web communication to identify new product opportunities, detect problems early.

· E-mail – ultimate personalized contact; ex. 1-800-FLOWERS sends reminders about anniversaries and birthdays, buy.com confirms orders and shipments, announces new product offerings; 2-way communication – important to ask for questions and feedback from customers and to respond promptly when they respond with either.

Brand-Building Websites

· Websites powerful because site experiences strongly linked to brand – reduced risk of “great ad, can’t recall brand.”

· Create a Powerful Experience – 1) should be easy to use and meet expectations, 2) should offer a reason to be visited/deliver value (information, transaction, entertainment, social experience), and 3) should be involving and interactive, personalized, and timely (see discussion above).

· Reflect and Support the Brand – 1)  support core associations -- ex. Coke has an area that refers users to destinations that are “cool, refreshing, and fun” and Hallmark has “Romantic Suggestions” and “Creative Projects,” 2)  feature brand symbols – ex.  Virgin has “Richard’s Diary” with info on Richard Branson’s latest adventures, 3)  be consistent with brand’s look and feel (Kodak yellow, Virgin red, etc.), 4)  provide authoritative information – ex.  Claritin provides customized information on allergy relief, including daily pollen count, product information, contests, tutorials on coping with allergies – in some instances, brand might need to collaborate / partner with other brands (ex. 9 European pharmaceutical companies) because otherwise won’t be able to get traction -- non-brand-specific sites (non-profit organizations, professional associations, etc.) more appealing to consumers.

· Synergy with other Communication Vehicles – coordinate all branding efforts; websites can play different roles within communications program:  1)  serve same function as flagship store – provide the foundation for other communications efforts, 2)  support advertising by providing content rich information that other advertising media don’t have time/space to communicate, 3)  support sponsorships by providing schedules, human-interest stores, etc. (AT&T Olympics sponsorship), 4)  support promotions like Oscar Mayer Talent Search Tour (could submit entries via website, get updates, etc.), 5)  support publicity by accelerating dissemination of information (LucasFilm posted teasers for Star Wars prequels on its site to feed media interest and control impact of unofficial sites); other communications vehicles need to help drive traffic to website – reason why Yahoo! advertises on billboards, TV, radio, etc.

· Provide a Home for the Loyalist – ex. Harley-Davidson site provides information about events and Harley products, opportunities to buy accessory products, direct questions to an expert, connect with other enthusiasts – a “central hub for biking and Harley enthusiasts”; providing brand heritage info can help strengthen relationship with consumer – Harley site tells the story of Harley and Davidson, L.L. Bean tells the story of the first Bean boot, etc.

· Differentiate with Strong Sub-Branded Content – provide something that others websites can’t copy – “Ask the Cork Dork” (Virtual Vineyards) vs. Amazon book recommendations (which another site could duplicate in theory); “Tide Stain Detective” = “classic silver bullet” – represents essence of brand, has its own logo and vivid name – can duplicate functional benefit but will have trouble duplicating brand impact.

Advertising and Sponsored Content

· Limitations of Websites – need to provide a reason to visit the site and create awareness that it exists, destination websites work best for products and services that can be efficiently purchased online, or that customers are likely to seek extensive information about – perishable goods, for example, will have a difficult time creating a compelling reason for people to visit their site – even if a compelling reason is created, creating a strong brand association is difficult.

· Online Advertising Effectiveness – Internet Advertising Bureau and Millward Brown Interactive study in mid-1997:  banner ads tested on 12 sites, 16,000 respondents exposed to control ad or test ad and asked to complete a questionnaire in the following week – average aided awareness higher at 61 vs. 64%, advertisement awareness higher at 34 vs. 44%, perceptions of brand also impacted – 11 vs. 17% thought Volvo was a good automobile, 7 vs. 11% thought Volvo offers something different.

· Guidelines – challenge is to be noticed but avoid being so distracting and annoying that the ad hurts the brand rather than helping it; Guidelines for accomplishing this:  1)  target advertising to control costs and to increase likelihood that ad is relevant to user – can be accomplished via user profiles or task indicators (Miller bought “beer,” IBM bought “laptop” and “notebook,” etc.), 2)  leverage context associations – ex. Dockers banner on HotWired site improved Dockers image as “hip, cool, spirited, adventurous,” 3)  be relevant to the context – ex. Intel ads while files download on Mplayer game community site, 4)  become a part of the host site – ex. Intel also incorporated its BunnyPeople into the content of the Mplayer site, 5)  interactive banners – 70% higher click rate than noninteractive banners – ex. John Hancock banners that invite users to input age of child and ideal college to calculate needed savings per month, 6)  provide news, entertainment, other incentives – ex. Pong in HP banner ads, news headlines in ads for Variety, Forbes, 7) use symbols and taglines.

· Goals & Measurement – correlation between click-throughs and increased brand-awareness was zero in IAB study.

Chapter 9:  Traffic & Brand Building

Value and Scarcity

· Value is combination of benefits and supply.

· Growth in number of users far outpaced by growth in online content = intense competition for consumer attention.

· Impact of increasing content partially offset by increases in amount of time consumers spend online (1.8 hours/week in 1992 to 9.1 hours/week in 1997), but growth rates began slowing in 1996 – unlikely to exceed 14 hours per week in foreseeable future.

· Novelty no longer guarantees traffic.

Elements of a Web Traffic Plan

· Generating traffic is expensive.

· Make sure site is easy to find by new users (domain name strategy, how site is listed in directories and search engines, publicity in traditional marketing literature); alliances and paid advertising can be an expensive source of traffic, but ability to measure results lowers risk related to advertising.

· Site loyalty = dramatic decrease in cost of maintaining Website traffic.

· Visit duration = number of pages viewed during a visit to a website; good measure of user value (see p. 259, Figure 9.4 for illustration of typical pattern for website traffic).

Traffic Builders

Domain Names

· Domain name strategy should accomplish 3 objectives:  1) reinforce branding, 2) build traffic, 3) anticipate consumer behavior and mistakes.

· Register domain names with Internic; multiple domain names can point to the same internet address, domain names are hierarchical and are read from right to left (.edu = 1st level, Stanford = 2nd level; www = 3rd level).

· Important to decide proper level of domain naming (ex.  GM vs. generalmotors vs. Chevrolet, Pontiac, Cadillac, Oldsmobile, Buick – GM doesn’t own all of these names; Nestle takes different approach and has registered a large number of trademarks and brands it doesn’t use to prevent others from misusing them).

Portal Presence

· Search engines sometimes fail to return relevant results – may get lost in the crowd, or may not be indexed at all.

· To mitigate this problem -- register with all major search engines, use webpage content to place important pages high on return list in keyword searches.

· Portal presence more important for small sites than large sites – inverse relationship between size and fraction of traffic from search engines.

· Specialized portals can increase likelihood of relevant search results, leading to increased traffic for site.

Publicity and Word of Mouth

· User word of mouth motivates a pool of potential adopters into trial (p. 271, Figure 9.9 illustrates framework); important influence for converting “never tried” into users (also negative effects – disgruntled customer tells 10 friends, etc., etc.)

· Internet amplifies the power and accelerates speed of word-of-mouth influence via 1) email, 2) usenet groups, 3) listservs, 4) AOL / online forums, 5) industry portal discussion areas, 6) online and traditional media coverage of the internet.

· Negative -- PR problem over Intel computational bug; websites dedicated to complaints about a company (www.untied.com = unhappy UAL customers); Positive – strong word of mouth helped drive traffic to Motley Fool.

· Publicity targeting opinion leaders (well-respected industry participants, journalists, lead users) can be effective – most effective tool is email, but recipient is likely to consider content spam; address via social networks, careful subject line wording.  

· URL placement – customer/technical support urls are imbedded in manuals, software programs, etc. – convert into profitable traffic by saving on phone support/sales force costs.  URLs everywhere – billboards, buses, bills, radio ads, menus = low cost method of driving traffic.

· Proliferation of URL placements makes it difficult to track impact of publicity efforts.

Banner ads

· Priced as cost per thousand impressions (CPM); average value about $40 per thousand impressions or $.04 per banner; wide range of pricing depending on site; prices often negotiated or barter agreements reached.

· Unique identifier for each banner ad = ability to track effectiveness in generating traffic; measurability permits banner ad pricing based on results and behavior (click-through pricing =  based on number of banner clicks vs. number of impressions, information-based pricing = based on number of completed forms returned).

· Higher click-throughs associated with 1) bold colors, 2) top-of-page placement, 3) animation, 4) call to action, 5) limited frequency of exposure.

· Total responsiveness rate is low – 0.7% to 2%, but higher can be achieved – 3M achieved 9-15.8% via a campaign of 1.8 million impressions at a cost of $50K; cost per customer lead = $69.23 which compares favorably to print advertising at $138.35 per lead but unfavorably to direct mail at $20 per lead; mitigated by the fact that internal ranking of leads showed the Internet-generated leads to be of somewhat higher quality and the fact that internet campaign execution is fast as compared to direct mail.

· Paid advertising may be necessary to create initial visibility with search engines (some use external links and traffic to determine indexing frequency and placement in result lists).

· Also a perception that the barrier between advertising and editorial is less rigid on internet – becoming an advertiser may result in editorial content.

· Same Millward Brown Interactive study discussion as Aaker article; also NetRatings study that found correlation between web usage habits and exposure to ad banners for sites; additional visits happened post-exposure, without immediate click-through (sorry, no additional detail provided).

· Online advertising might not be cost-effective for local companies; cost-barrier may be lessened with proliferation of locals sites within Yahoo!, Citysearch, etc.; traditional media advertising might garner stronger results for some sites (no examples provided here).

Evaluating Traffic Sources

· Possible to measure returns from different sources of traffic using web-log and commerce server data, including returns for:  1) search engines and directories, 2) email promotions, 3) publicity campaigns, 4) links from newspaper articles / press releases, 5) dedicated software updates and links, 6) paid advertising, 7) alliances & co-branding,

· Example on Yahoo! Stores site – ViaWeb traffic and commerce software; ranks keywords visitors used at different search engines (stored in referrer information that “comes along” with Web visitors, software captures information and sorts into categories) – provides insight into how visitors remember and categorize your site/brand; also enables evaluation of average revenue per visit (value of traffic), value of traffic from search engines, directories, specialty sites (see p. 286 for example), and information re: effectiveness of banner ads.

