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E-COMMERCE:  MARKETING IN THE DIGITAL AGE

LEARNING MODULES CHAPTER FOUR

With just a few ticks of the clock and a few clicks of a mouse, the   Internet revolutionizes every aspect of life.  New words have emerged—such as streaming video, Wi-Fi, blog, twitter, Internet, extranet, and intranet—and old words have new meanings never imagined a few years ago:  Web, Net, surfer and server, banner and browser, online and offline.  E-business has turned virtual reality into reality.  With a computer and telephone, a virtual marketplace is open 24/7 to provide almost anything anywhere to anyone, including clothes, food, information, entertainment, and medicine.  You can pay your cell phone bill, make travel reservations, post a resume at an employment bulleting board, or even buy a used car—perhaps at a lower price than you could in person.



WHAT IS E-COMMERCE   Module 4.1
e-commerce (electronic commerce)—
is targeting customers by collecting and analyzing business information, conducting customer transactions, and maintaining online relationships with customers by means of computer networks.  (also referred to as e-business)

e-marketing (electronic marketing)—

involves the strategic process of creating, distributing, promoting, and pricing goods and services to a target market over the Internet or through digital tools as tablet PCs and Apple’s Bluetooth technology that enable short-range wireless connections between desktop and notebook computers

examples of e-marketing include—

· Legally downloading songs from Apple Computer’s iTunes Web site,

· Buying a used laptop computer on the online auction site eBay,

· Accessing the online version of Business Week and Wall Street Journal to complete a Principle of Marketing class research class assignment,

· Researching new car models on Edmunds.com.

Four Main Functions of the Internet (See Figure 4.2, page 3 below)—
1) Communications—such as e-mail

2) Information—such as searching commercial and government sites

3) Entertainment—such as online music

4) E-commerce—such as selling products on a company Web site

Table 4.1
E-Commerce Capabilities

	Capability
	Description
	Example

	Global reach
	The ability to reach anyone connected to a PC anywhere in the world
	eBay—the online auction site—links buyers throughout the world.

	One-to-one marketing
	Creating products to customer expectations, also called personalization
	Lands’ End offers online shoppers custom-made shirts, slacks, and jeans

	Interactive marketing
	Buyer-seller communications through such channels as the internet and interactive kiosks.
	Best Buy stores have a “Computer Creation Station” that lets customers’ design and order custom-made personal computers.

	Right-time marketing
	The ability to provide a product at the exact time needed.
	UPS customers can place service orders online and track shipments 24/7.

	Integrated marketing
	Coordination of all promotional activities to produce a unified, customer-focused promotional message.
	Southwest Airlines use the slogans “A Symbol of Freedom” and “You’re Now Free to Move around the Country” in online and offline promotions.


CHAPTER OBJECTIVE ONE:  Define e-commerce and give examples of each function of the Internet.

1.1 Give two or three examples of e-marketing.  What are the main benefits of e-marketing?

1.2 Of the four functions of the Internet, which is the most popular?  Which of the four is the fastest growing?



INTERACTIVITY AND E-COMMERCE    Module 4.2
The two-way, back-and-forth communications of e-commerce enable marketers to supply the precise items desired by their customers.  At the same time, purchasers can continue to refine their product specifications until they find a purchased opportunity that fills their precise needs.

Interact marketing—

Involves buyer-seller communications in which the customer controls the amount and type of information received from a marketer through such channels as the Internet and virtual reality kiosks.

Internet (Net)—
Worldwide network of interconnected computers that lets anyone with access to a personal computer send and receive images and data anywhere.  In the last decade, the Internet users has grown from around 20 million to over 132 million.  Worldwide, the active Internet users exceeds 300 million—the population of the U.S.

Intranets and Extranets—

Intranet—corporate network that allows employees within an organization to communicate with each other and gain access to corporate information.

Extranet—corporate networks that allow communication between a firm and selected customers, suppliers, and business partners outside the firm.  For example, Wal-Mart uses an extranet called Retail Link to communicate with its 11,000-plus suppliers.  Suppliers can access a variety of sales and inventory date, thus allowing both Wal-Mart and suppliers to manage inventories more efficiently and improve communications. 

The World Wide Web—
In 1989, Tim Berners-Lee at the European Laboratory for Particle Physics in Geneva, Switzerland, developed the World Wide Web.  The Web became a collection of hundreds of thousands of interlinked computers, called Web-servers, that function together within the Internet.  These companies are located all over the world and rely on high-speed Internet circuits and software to allow users to hop from server to server, providing the illusion that the Web is one big computer. The Web, along with the development of specialized software called “Web browsers—such as Netscape and Microsoft Internet Explorer—made the Internet accessible to millions of users worldwide.
CHAPTER OBJECTIVE TWO:  Describe how marketers use the Internet to achieve their firm’s objectives.
2.1 What are some of the advantages of online marketing in B2B transactions? (See Table 4.1 above)
2.2 What is search marketing?  Give an example.



FOUR WEB FUNCTIONS   Module 4.3
There are four primary functions of the Web:  communication, information, entertainment, and e-commerce as shown in Figure 4.2.
Figure 4.2
Four Functions of the Internet

	Communication

·   E-mail

·   Instant messaging

·   Chat rooms and bulletin boards

·   Online communities

	E-Commerce

· Online auctions

· Business to business (B2B)

1.  Electronic exchanges

2.  Extranets and private exchanges

· Business to customer (B2C)

1.  Electronic storefronts and cybermalls

     a) Web kiosks

     b) Online ticketing

          c)  Matchmaking

	Entertainment

·   Games

·   Radio and TV programming including music

·   Streaming video of live news reports,

     sports, and musical performances

·   Electronic books
	Information

· Search engines

· Online publications

· Newsgroups

· Internet forums

· Electronic bulletin boards

· Web communities


Communication—

consists of e-mails which are one of the most popular applications of the Internet in the U.S.  E-mails outnumber snail mail by more than ten to one.  Also, files—such as Microsoft Excel spreadsheets or Adobe Photoshop pictures—can be easily sent as attachments to e-mail messages.  An adaptation of e-mail is instant messaging.  When someone sends a message, it is immediately displayed on the recipients computer screen, but have to be relatively short—a few sentences at the most.

also consists of chat rooms and bulletin boards which provide a forum in which a group of people can share information.  Users join chat sessions, or leave messages on bulletin boards.  Many companies sponsor such communications to build and maintain customer service.  For example, Whole Latte Love’s Website—an online coffee retailer—contains a bulletin board for each of the major products it sells.  Customers can post questions and provide product evaluations.
Information—

Many users use the internet primarily to get information.  Internet users can:

· consult commercial search engines such as Google or Ask Jeeves,

· visit the online editions of publications and news organizations like the Wall Street Journal, CNN, Yahoo Sports, or Forbes magazine,

· use online educational services, such as any number of colleges and universities websites, and search for accredited degrees online.

Entertainment—
contains a lot of entertainment online, including everything from concert Webcasts to online gaming.  A few entertainment options include games, radio programming, and movie and music clips.  Online providers of entertainment can offer good prices, speed, and boundless services.  Some content is free, with the costs borne by advertising, and other content is available for a fee.  For example, Apple Computer’s popular iTunes service charges users 99 cents for each song downloaded.  Manufacturers of video game consoles—Microsoft, Nintendo, and Sony—appear convinced that online gaming is the next big thing for video games.

Also raises numerous legal and ethical issues, including question relating to copyrighted materials.  For example, the recording industry versus Napster.  A court ruled that Napster’s free music download service was a clear violation of copyright and effectively shut the company down.  Napsternow offers a fee-based music download service similar to Apple’s iTunes.  

E-Commerce—
is the primary function of the Web.  Recent statistics suggest that four of every five Web sites are devoted to some aspect of e-commerce.  Whether you are an organization for- profit or not-for-profit, the chances are you have some sort of Web presence vying for consumer attention.

and the Web facilitates marketing activities, including:

1) buying and selling products, 

2) building relationships, 

3) increasing overall market size (number of customers, annual revenues, and geographic coverage), 

4) reducing marketing costs by replacing intermediaries with direct distribution channels.

is like a giant cybermall of retail stores selling millions of goods online.  And service providers are also important participants in e-commerce, which include:

1)  entertainment sites;

2)  online specialists in auto rentals, lodging, and air travel;

3)  real estate sales and rental sites;

4)  providers of financial services, such as the traditional banks

5)  and let’s not forget the online commercial presence of matchmaking, led by industry pioneer Match.com.

also provides tremendous opportunities for business-to-business (B2B).  Currently, an estimated one-third of all B2B transactions take place online, amounting to over $2 trillion annually.  In the next several years, B2B e-commerce will grow to more than 90 percent.



ACCESSING THE INTERNET   Module 4.4
In the same way a traveler relies on a compass and map to arrive at a desired destination, marketers and their customers must depend on navigation instruments to locate Web sites and find relevant information in a database.

Internet service provider (ISP)—

is the organization that provides access to the Internet via a telephone, satellite TV service, or cable TV network.  An ISP, such as Earthlink and MSN, provides direct access to the Internet for every type of user.  ISP giants such as America Online (AOL) and Yahoo let the user access the Internet through their own specially designed online sites.  

today, more than 30 million U.S. households have selected the broadband ISP connection.  The two mose common type are DSL (which stands for digital subscriber line and connects via telephone lines) and cable modems.

A growing number of cell phones offer at least a limited ability to access the Internet.  Around 6    U .S. cell phone users currently use their devices to regularly surf the Web.  The smart phone, for example, is a combination of a cell phone and a handheld computer.

Wi-Fi (wireless fidelity) cuts the Internet plug-in cord by offering mobile online users wireless Internet access—even 30,000 feet.  Wi-Fi is possible at an increasing number of locations, including airports and airlines, hotels, public libraries, college campuses, an even the local Starbucks and McDonalds.

Verizon Wireless is offering a new high-speed technology that wirelessly connects a laptop, Primary Domain Controller (PDC), or a cell phone in San Diego and Washington, D.C. and has expanded to the 100 largest markets in 2007.  Of course, there is a fee of $50 a month for the connection.

Search engines are gateways for Internet access.  Over time these Internet entrances became portals by adding shopping services and software applications like e-mail and online calendars to their site contents.  In addition to AOL, Earthlink, and MSN, portals include Terra Lycos and Yahoo!  A more recent trend is the creation of portals built around specific services or communities.  These include ESPN, CNN.com, and CBS Market Watch with the aim of drawing Web surfers and keeping their interest with specific types of content or transactions.



E-COMMERCE AND THE ECONOMY   Module 4.5

By 2010, e-commerce will comprise over 5 percent of total U.S. gross domestic product.  Moreover, the Brookings Institution estimates that annual productivity gains resulting from e-commerce will reach $450 billion by 2006.  Economic growth will come from new businesses and new ways of conducting business on the Web.
So how do marketers use the Net to achieve their firm’s objectives?  In addition to having a Web site, and state-of-the-art graphics, audio and video, and pages of information, a Web site must provide a platform for communication between organizations, customers, and suppliers.  For example, businesses now hold auctions for utility suppliers, banks partner with computer companies, and music groups sell directly from their Web sites to their fans.  

CHAPTER OBJECTIVE THREE:  Explain how online marketing benefits organizations, marketers, and consumers.

3.1  What is a bot?  How do consumers use bots to find lower prices online?

3.2  Distinguish between a shopping Web site and an informational Web site.  Give an example of each.  (See Module 4.7 on page 7 below.)
3.3 What is considered to be the major impediment to the future growth in online shopping?  How have marketers responded to this challenge?



BUSINESS-TO-BUSINESS ONLINE MARKETING   Module 4.6

B2B interactions involve professional buyers and sellers who are paid to make purchasing and selling decisions.   Consequently,  B2B marketing usually does not need the same glitz and glamour as the B2C segment.  The FedEx and UPS Web sites are not designed to be flashy—no fancy graphics or streaming video clips, just lots of practical information to assist the firm’s customers.

Electronic exchanges—

are Web-based marketplaces that cater to a specific industry’s needs.  More recently, businesses are buying and selling through electronic exchanges.

for example, Free Markets, where suppliers compete for the business of organizational buyers of all sorts of supplies, was founded by Glen Meakem, a former General Electric executive.  He developed a system whereby suppliers promise to deliver parts on standardized schedules, with identical payment terms and inventory arrangements.  The only variable is price.  FreeMarkets consults with buyers and screens suppliers to that, by the time an auction takes place, each is familiar with the process.  The auction itself usually takes less than an hour.  FreeMarkets also offers a wide range of other Web-based products designed to improve procurement efficiency.  For example, Royal Mail—Britain’s public mail system—estimates that it saves around $4 million annually using FreeMarkets products.

What about the vendors themselves?  How do they position themselves on the Web so that corporate buyers notice them, let alone make a purchase?   Most online marketers begin by listing their firms with Internet Yellow Pages such as Verizon’s SuperPages.com, which operate just like their printed counterparts.  A purchasing manager can look up “laser printer supplies” at the SuperPages.com Web site and get listings of relevant sites. Many industries have their own online references, such as the Thomas Register of American Manufacturers.

Search marketing—

Online marketers pay search engines fees to have their Websites or ads pop up after a computer user enters certain words into the search engine or to make sure that their firms’ listing appears  toward the top of the search results.  So online marketers need to make sure that their firms are listed with the major search engines, such as Google, and pay search engines fees for this valuable service.

Benefits of B2B online marketing—

allows online marketers to: 1) find new markets and customers, 2) realize cost savings, and 3) reduce the time involved in reaching target markets.  Many business writers label e-commerce as easy commerce because online marketing tools allow the direct exchange of information, such as order fulfillment and customer service, in a seamless fashion without the involvement of marketing intermediaries.



ONLINE CONSUMER MARKETING   Module 4.7
Online marketing is inherently interactive marketing.  It obviously expands the reach of marketers in connecting with consumers, but to be effective, it must be part of an overall marketing strategy before it can create value for customers.   A point to remember is if an online site is not launched properly and operated efficiently, it can quickly burn out.  

Two types of B2C Web sites—
1)  shopping sites:  customers can view product information and place orders online.

2)  informational sites:  consumers can view detailed product information, compare financing alternatives, and even request a price quote from a local dealer.  They cannot, however, buy a new car online, only used cars.

Advantages to consumers for shopping online fall into three categories—

1)   Lower prices:  

Many products cost less online.  Many of the best deals on airfares and hotels, for instance, can often e found at travel sites on the Internet.  The Web is an ideal method for savvy shoppers to compare prices from dozens—even hundreds—of sellers.  Bots (short for robots), a fairly new commerce tool, aids consumers in comparison shopping by searching programs that check hundreds of sites, gathering and assembling information, and bring it back to the sender.  At Shopping.com, you can specify the type and size of TV you’re looking for, and the Web site displays a list of the highest ranked TV’s and the e-tailer offering the best price on each, along with estimated taxes and shipping expenses.  The Web site even ranks the e-tailers by customer experience and tells you whether or not a particular model is in stock.

2)   Convenience:

Shopper convenience is a second factor influencing the growth of online purchases.  Consumer expectations evolve around an easy-to-use Web site and convenient return policies.  Most e-tailers employ the following process:

1) Ordering of goods and services 24/7
2) Register customer’s credit-card and shipping information for quick use in making future purchases.

3) Users are required to select a user name and password, and type their password when placing another order.

4) E-tailers typically send an e-mail message confirming an order and the amount charged to the buyer’s credit card.

5) Another e-mail is sent once the product is shipped, along with a number the customer can use to track the order through the delivery process.

3)   Personalization:

Customer satisfaction is greatly affected by the marketer’s ability to offer service tailored to many individual customers.  Consequently, most leading online retailers offer customized features on their Web sites.  Mass-marketing is out and one-to-one marketing is in since loyal customers are more likely to make repeat purchases.  How does personalized marketing work online?  

1) You purchase a book from Amazon.com and register with the site.

2) On your next purchase, the site will welcome you back by name.

3) It will suggest several other books you might like.

4) You can have the option of receiving periodic e-mails from Amazon.com informing you of new products that relate to previous purchases or to topics you have specified.   

What are some of the benefits of online consumer marketing?

1)  Relationship Building:
     One-to-one or personalized shopping experiences often lead to enhanced customer 

     satisfaction levels and repeat purchases.  For instance, if a shopper visits a Web site that 

     sells accessories and buys a dress and a purse, the next time she visits the site, she may be 

     greeted with an attractive ad showing a belt or shoes that can be coordinated with her 

     previous purchase.  Customer service is the key to building strong customer relationships in 

     both traditional and online marketing.  Because the Web has the power to create instant two-

     way communications between companies and their customers, many people are naturally 

     lured into shopping online to get immediate answers to their questions and find solutions to 

     their problems.

2)  Increased Efficiency:

     Marketers who educate their customers online ultimately save money and increase sales 

     productivity because salespeople no longer have to get involved in answering routine 

     questions.

3)  Cost Reductions:

     Installing a Web-enabled collaborative-commerce program, as in the case of Ace Hardware, 

     can reduce warehouse costs as well as inventory receiving costs by remarkable percentages.

4)  A More Level Playing Field:  

     In matters of racial discrimination, owners of minority businesses believe that the anonymity 

     provided by the Internet has allowed them to succeed on their own merits.  Customers using 

     the Web fine it rather difficult to prejudge people they can’t see.  The race-card becomes 

     more or less inoperative online allowing minority business owners a greater chance for 

     success.



INTERACTIVE MARKETING CHANNELS   Module 4.8
Both manufacturers and marketing intermediaries frequently turn to online channels to market their goods and services.  Want to buy a new suit for an upcoming job interview?  Check http://www.josbank.com.  Need a student loan for next year?  Visit http://www.lendingtree.com.  Want to find a cheap airfare to Colorado to go skiing over winter break?  Check http://www.expedia.com.  Each of these marketers—and thousands more like them—has turned to online marketing as a faster, less expensive, and more efficient alternative to traditional retail stores.  Figure 4.12 offers several online marketing channels for distributing goods and services.

Figure 4.12
Online Marketing Channels

	Company Web Sites

· Corporate web sites

· Marketing web sites

· Virtual storefronts

· Cybermalls

	Online Communities

· Online forums

· Newsgroups

· Electronic bulletin boards

	Advertisements on Other Web Sites

· Banner ads

· Pop-up windows

· Search ads

	Other interactive Marketing Links

· Interactive kiosks

· Smart cards

· Virtual coupons and samples
· Blog 


I.  Company Web Sites—

offer general information, electronic shipping, and promotions such as games, contests, and online coupons.  

Two types of company Web sites exist:

1)  Corporate Web sites:  increase their visibility, promote their goods and services, and provide information for other interested parties.  These sites attempt to build customer goodwill and assist channel members in their marketing efforts.  For example, the Web  site for Levi’s jeans offers product information and a chance to view recent commercials.  Consumers who want to buy jeans can then link to the Web sites of retailers such as Kohl’s and JCPenney.

2)  Marketing Web sites:  often include information about company history, products, locations, and finances, their goal is to increase purchases by site visitors.  For example, Starbuck’s Web site contains all of the information commonly found on a corporate Web site, but it also includes an online store selling everything from coffee to expresso machines.  Many marketing Web sites try to engage consumers in interactions that will move them closer to a demonstration, trial visit, purchase, or other marketing outcome.

Electronic Storefronts and Cybermalls—

is a virtual store where customers can view and order merchandise much like shopping at traditional retail establishments.  For instance, http://www.harleydavidson.com provides the online shopper with a store finder, electronic forms for ordering a catalog or subscribing to promotional e-mail, a store directory, thousands of online items, secure online shopping, and a variety of shipping options.  See page 140 of your textbook for an example of an electronic storefront.

Electronic storefronts can offer marketers a number of advantages—

1) Ability to expand operations in different cities, states, or countries without the major capital investments required for growth.

2) Enhance the performance of brick-and-mortar operations.

3) Provide great flexibility since the business is open 24/7.

4) Inventory locations can be centralized, and orders filled promptly.

5) The image of the electronic storefront is controlled by the quality, creativity, and originality of the Web site and the ability of the Web marketers to offer customer satisfaction.

bricks and mortar—doing business in a physical place. 

clicks and mortar—doing business online.
Cybermalls—

consist of a group of electronic storefronts.  Some group as many as 400 participating online retailers.  Some other features include:

1) a popular national retailer with high customer traffic as an anchor tenant,  

2) a good match of merchandise offerings for the shopper by the stores,

3) paying an individual storefront operator fee,

4) cybermalls operated by Internet portals and ISPs, such as AOL and Yahoo!—two of the largest cybermalls.

II.  Advertising on Other Web Sites—

is an opportunity for marketers to expand their reach in the marketplace by placing ads on sites their prospective customers are likely to visit.  When we purchase advertising space on a billboard, most of the people who see the ad do not immediately rush out to purchase the advertised product.  The same is true if a banner ad is placed on a web page. 

One of the nice things about advertising on the Web in contrast to many other media is that it is relatively easy to place an ad in the context of the space that a person is browsing.  If a person is using a search engine to do a search using the words, "new car price comparison," there is a good possibility that the person is shopping for a new car.  It makes sense, then, that the page that is returned by the search engine would contain a banner ad for someone selling new cars -- and an advertiser would pay much more for an ad that is displayed in that context than one that is displayed at random.  An advertiser might also pay to have a link to its website at the top of the link list that is returned.  Links that are returned because an advertiser paid for top listing are called sponsored links. 

Banner ads—most common form of Internet advertising, are typically small strip messages (or rectangular ads) placed in high-visibility areas of frequently visited Websites. 
Pop-up ads—are separate windows that pop up.  See Figure 4.13 on page 141 of your textbook.

Contextual advertising—is displayed on a browser page (such as banner ads or sponsored search engine links) that has content that is related to the ad.  The intention is to increase the likelihood that the advertising is receiving exposure in the advertiser’s target audience. 

Sponsored link—is returned on a search engine search for which an advertiser has paid a fee for prominent ranking. 

Many online marketers advocate using a variety of online and offline advertising combined with other forms of interactive promotion for better results.  This is where your creativity and use of technology can be useful.

III.  Online Communities—

is another avenue for marketers to interact with their consumers.  Online communities consist of Internet forums, newsgroups, electronic bulleting boards, and Web communities that appeal to people who share common interests. 

1) Online forums—are Internet discussion groups located on commercial online services.  Users log in and send their comments and questions or receive information from others.  Forums may operate as electronic bulleting boards, as libraries for storing information, even as a type of classified ad directory.

2) Newsgroups—are noncommercial Internet versions of forums.  Here people post and read messages on specific topics.  Tens of thousands of newsgroups are on the Internet, and they continue to grow.

3) Electronic bulletin boards—consist of specialized online services that center on a specific topic or area of interest.  For example, mountain bikers might check online bulletin boards to find out about the latest equipment, new places to ride, or current weather conditions in popular biking locations.  Electronic bulletin boards are more like announcements.  Marketers often place banner or pop-up ads on newsgroups and electronic bulletin boards.

CHAPTER OBJECTIVE FIVE:  Identify the primary online marketing channels.
5.1 Explain the differences between corporate Web sites and marketing Web sites.  Which is more common?

5.2  How do marketers use online communities to build customer relationships?
IV.  Other interactive Marketing Links—

A variety of high-tech interactive tools are used by today’s e-marketers to reach targeted market segments.  These buyer-seller links include interactive kiosks, smart cards, virtual coupons and samples, and blogs.

1) Web kiosks—are freestanding computers, often located in retail showrooms or shopping centers that provides consumers with Internet connections to a firm and its goods and services.    Shoppers can stop by a kiosks and get discount coupons or product information.  Another name for Web kiosks is “in store, Web-assisted selling”.   They have two primary goals:  to keep customers from leaving empty-handed, and provide new levels of selection.  Some Web kiosks can take the place of online shopping.  For instance, CompUSA stores have “Software To Go” kiosks, which can substitute for Internet software.

2)   Smart Cards—are multipurpose plastic cards similar to credit cards that are embedded with

      computer chips that store personal and financial information (health records and driver’s license 

      numbers).  The card can be “reloaded” with cash from a checking or savings account.  Users can 

     download coupons off the Internet, or inside the store, and use the coupons to make a purchase at 

     the store.  Could this be the first step toward electronic currency?  

3)  Virtual Coupons and Samples—customers can find virtual coupons on their computers by such 

  criteria as business name, location, and keyword and can download them on their home PC.  For 

 Example, ValPak Direct Marketing Systems, a longtime leader in the paper coupon industry, now 

 offers the online equivalent at its Web site, http://www.valpak.com.  Other Web sites offer free 

 product samples.  The http://www.Freesite.com  and http://www.All-free-samples.com are two Web 

 sites that list and provide links to companies offering free samples of their products.

       4)  Blog—(short for Web log) is a Web page that serves as a publicly accessible personal journal for an 

            individual.  Blogs let readers post comments and ask questions aimed at the author (called a 

            “blogger”).  This has been a favorite medium for humorists, fledgling writers, enthusiasts, and 

            people with an ax to grind.  .Marketers have begun looking for ways to incorporate this approach in 

            their online marketing efforts.  For example, Random House’s Crown Publishing now sends books 

            to bloggers for review.  Nokia sent a small group of bloggers its 3650 model camera phone to try 

            out and the write about.  And the stealth marketing effort of Dr Pepper/Seven Up advertising its 

            new flavored-milk drink, Raging Cow, aimed at a target audience of 18- to 24-year-olds.  The 

            “writer” was a cow that had tired of white milk, broken out of its barn, and left on a countrywide 

            tour, pleading with readers to break out of their own white-milk habit in favor of the new product.

            Dr. Pepper spent only $35,000 on the blog marketing effort.  

CHAPTER OBJECTIVE SIX:  Explain how marketers use interactive tools as part of their online marketing strategies.
6.1 How does a Web kiosk operate?  Where are they typically located?

6.2 What a smart card?  In what parts of the world are smart cards most widely used?



CREATING AN EFFECTIVE WEB PRESENCE   Module 4.9

Marketers evaluate every proposed e-commerce venture to ensure it benefits the firm by cutting costs, improving customer satisfaction, increasing revenues, is customer-oriented, and how it stacks up in the competitive environment.  An effective internet strategy should create sustainable shareholder value by:

1) increasing profits,

2) accelerating growth,

3) reducing time-to-market for products,

4) improving customer service, and

5) improving the image of the company and its product.

Building an Effective Web Site—

involves three basic steps:

1) establish a mission for the company’s site—involves the creation of a statement that explains the organization’s overall goals.

2) identify the purpose of the site—is it primarily to provide information or entertainment, or is it solely intended to connect buyers and sellers?

3)  satisfy customer needs and wants through a clear site design—by considering how your 

     strategies will need to be adjusted to continue satisfying customers through online 

     transactions.  Your Web site should be straightforward, provide security and privacy, and 

     easy to navigate.

CHAPTER OBJECTIVE SEVEN:  Discuss how an effective Web site can enhance customer relationships.

7.1 Explain how to establish a mission statement for a company’s Web site.  What should the mission statement convey?

7.2 Discuss what a clearly designed Web site should look like.


MEASURING THE EFFECTIVENESS OF ONLINE MARKETING   Module 4.10

How does a company gauge the return from investing in a Web site?  Measuring the effectiveness of a Web site is a tricky process that often depends on the purpose of the site.  Figure 4.14 lists five popular measures of effectiveness.

Figure 4.14
Measures of Web Site Effectiveness

1)   Profitability—

is relatively easy to measure in firms that generate revenues directly from online product ordrs, advertising, or subscription sales.  For many companies, revenue is not a major Web site objective.  Most companies use their sites to showcase their products and to offer information about their organizations.  For such companies, success is measured by increased brand awareness and brand loyalty, which presumably translate into greater profitability offline.

2)   Web site traffic counts—

some Web pages display counters that measure the number of visits.  However, the counters can’t tell whether someone has spent time on the page or skipped over it on the way to another site or whether that person is a first-time or repeat viewer.  Although, information sources are improving every day, if you’re willing to pay for whatever it is.

3)   Click-through rates—

means the percentage of people presented with a banner ad who click it, thereby linking to a Web site or pop-up page of information related to the ad.  The click-through-rate is about 3/5th of 1 percent, but it is rising, compared to 1.0 to 1.5 percent response for direct-mail advertisements
4)   Conversion rates—

is the percentage of Web site visitors who make purchases.  A conversion rate of 3 to 5 percent is considered average for today’s standards.  A company can use its advertising cost, site traffic, and conversion rate data to find out the cost to capture each customer.  For instance, a company that spends $10,000 to attract 5,000 visitors to a Web site with a 4 percent conversion rate is obtaining 200 transactions (.04 x 5000).  It spent $10,000 for those 200 transactions, so the advertising cost is $50 per transaction, meaning each of those customer cost $50 to acquire through the advertising campaign.  E-marketers work on boosting their conversion rates by ensuring their sites download quickly, are easy to use, and deliver on their promises.

5)   Research studies—

Research firms such as Comscore and Relevant Knowledge track Internet site performance and evaluate Web activity.  This service works in much the same way that television rating firm AC Nielsen—a major marketing research firm—monitors television audiences.  The WebTrends service provides information on Web site visitors such as:

1) where they come from,

2) what they see, and

3) how many “hits,” or visits to the site, are logged during different times of the day.

Other surveys of Web users research their brand awareness and their attitudes toward Web sites and brands.

CHAPTER OBJECTIVE EIGHT:  Describe how to measure the effectiveness of online marketing efforts.

8.1 What is considered an average click-through rate?  Has this average increased or decreased in recent years?

8.2 Explain the difference between a click-through rate and a conversion rate.  Why is the conversion rate considered a better measure of the effectiveness of a Web site?

8.3 Assume a company spends $100,000 to attract 25,000 visitors to its Web site.  If the conversion rate is 5 percent, how much did the company spend to acquire each customer?



THE END
