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* https://www.youtube.com/watch?v=314Vpt
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* A product:

* A bundle of benefits that satisfies the ne
organizations/consumers and for which
exchange money or other items of value

* Items such as tangible goods, services, i
places.
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* May be classified by the purpose for which 1

» Consumer products = purchased by an il
consumption.

» Businesses sell products to consumers ir
consumer (B2C) market.

» Consumers sell products to one another
consumer (C2C) market.

»Industrial products = used in the operati
organization, as components for manufz
product, or for resale (B2B market).
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* Some new products are unique to the Internet (:

* Other products use the Internet as a new ¢
unique technology-enabled services (books).

* With the Internet’s properties of market ¢
control, and other e-marketing trends:
* Many challenges,
* A plethora of new opportunities.

* The success of Classmates.com demonstrates
online product can use the Internet’s proper!
brand.
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Many Products |

on Internet Pr¢

* To create new products:
* Research to determine what is important to customer
* Design strategies to deliver more value than do compe

* In line with the Sources, Databases, and Strategy
involve the marketing mix 4Ps and customer relati

* The process of designing these strategies is closel
implement them.

* The marketing mix (product, price, distribution,
customer relationship management (CRM) work to
and transactional outcomes with consumers.
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Imegrated Marketing
Communication (IMC) S

The Offer

Product: —> Distribution Channels I

1

Price:

The Value

-

Marketing Mix and CRM Strategies and Tactics for Relational and Tr

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

Overview

Many Products Capitalize on Internet Properties New-Pro
Creating Customer Value Online
Online Benefits
Attributes
Branding
Support Services
Labeling
E-Marketing Enhanced Product Development
Customer Codesign
Electronic Input
Web Content Development
Internet Properties Spur Other Opportunities
New-Product Strategies for E-Marketing

A Taxonomy for Internet Products

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

Creating Customer Value Online

* Never has competition for online customer
been more fierce.

To succeed, firms must employ that result in

Customer value = Benefits — Costs.
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Creating Customer Value Online

* But what exactly is value?

The entire product experience:
* Customer’s first awareness of a product,

* All customer touch points (including the Web sit
from a firm),

* The actual product usage and postpurchase cust
* The compliments a consumer gets from friends 1

Value is defined wholly by the customer.

Value involves customer expectations; if the actual p
short of their expectations, customers will be disapp

Value is applied at all price levels.
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e Benefits

|* The Internet technology brings a mew set of desired

* Effective Web navigation,

* Quick download speed,

* Clear site organization,

* Attractive and useful site design,

* Secure transactions & privacy,

* Free information or services,

* User-friendly Web browsing and e-mail reading.

* BUT as Internet technology evolves, user needs char
expand.

* Marketers must make five general product decision:
of benefits to meet customer needs: attributes, brar
labeling, and packaging.
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Attributes

* Product attributes include:

* Overall quality: “you get what you pay for” :
quality generally means higher prices,

* Specific features: Include such elements as «
and speed of service.

* Benefits are the same features from a user pers
the attribute do to solve problems or meet nees

* For example, Yahoo! provides a list of Web site
which helps users find things quickly online (ber

—>Product benefits are key components in the val

www.FirstRanker.com
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Attributes

* The Internet increases customer benefits in
revolutionized marketing practice:

* The move from atoms to bits: media, music, sof
are presented on the Web.

* Product customization:

* Tangible products such as laptop computers can
hardware and software items or services to prov
price.

* Intangible products, online research firms can of
a variety of combinations.

* Information products can be reconfigured a
quickly, and cheaply, as compared to manuf

www.FirstRanker.com
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Attributes

* The Internet offers users the unique opport
products automatically without leaving thei

* User personalization is another form of cust
—Through Web site registration and other te
can:
* Greet users by name,

* Suggest product offerings of interest bat
purchases,

* Amazon.com

www.FirstRanker.com
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Branding

* A brand includes a name (McDonald’s), a sy
other identifying information.

* When a firm registers that information with
becomes a trademark and is legally protecte

* According to the U.S. government, “a trader
phrase, symbol or design, or combination of
symbols or designs, that identifies and distir
the goods or services of one party from tho:
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Branding

* A brand is:

* A promise to customers,
* A brand name + its image = the benefits
* A way to establish trust for the custome

»Important online, because of concern over :
issues,

» Trustworthy brand names add to customer-
higher prices,

»The value proposition.
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Bran

jing

* Cust

mers and prospects develop bra

d images based

* One-way media such as advertising and packaging,

* Two-way communication such as conversations wit

sales people on the phone, at trade shows, on Web

mail.

* When using the Internet, a firm must be sure that its or

mails convey a positive brand image that is consistent v

contact points.www.FirstRanker.com
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Branding

* Companies creating new products for online
branding decisions:

* Whether to apply existing brand names
names for new products,

* Whether to lend their brand name as a «
firms,

* What domain name to use for the Web

www.FirstRanker.com
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Branding

* 7 components for building a great global br:

1.Research your corporate constituencies
critical for global brand building.

2.Understand your business. Set guidelin
objectives.

3.Advance the vision. Decide on the desir
create a strategy to support it, and deve
positioning document.

4.Release the power of communications.
communication should work together tc
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Branding

* 7 components for building a great global

5. Set up your communications infrastri
communication council with the firm’
relations, investor relations, and hum
specialists, both inside and outside th

6. Include your employees in the messa
especially important in a time of PR cr

7. Measure performance. Track progres
determine communication effectivent
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Using Existing Brand N
On the Web

* An existing brand name can be used for any new pro
* Makes sense when the brand is well-known + has strc

* For example, Amazon added music CDs, videos, softw
to its product mix. When products with offline sales i
choosing to use the same brand name (e.g., The New

* Some firms may not want to use the same brand nar
several reasons:

* |f the new product or channel is risky, the firm does n
brand’s good name by associating with a product fail.

* A powerful Internet success might inadvertently repo

* Sometimes the firm wants to change the name slightl
channel, as a way of differentiating the online brand f

www.FirstRanker.com
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Creating New Bran

for Internet Market

* If an organization wants to create a new Inte
name is very important.

* Good brand names should:
* Suggest something about the product (e.g., www
* Differentiate the product from competitors (e.g.,
* Be capable of legal protection.

* On the Internet, a brand name should be:
* Short,
* Memorable,
* Easy to spell,
* Capable of translating well into other languages.
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Co-branding

* Co-branding:
* When two different companies put thei:
same product.

* Common on the Internet and is a good v
synergy through expertise and brand re«

* For example:
* Sports lllustrated now co-brands with CI

* Even the Web site address displays the «
sportsillustrated.cnn.com.
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Internet Domain Names

* Organizations spend a lot of time and money develop
names for strong brand equity.

—Using the company trademark or brand name in the \
consumers quickly find the site.

—>For example, www.coca-cola.com.

* Anatomy of a URL:

* A URL (Uniform Resource Locator) = Web site ad
(Internet Protocol) = domain name.

* (Categorization scheme, similar to telephone area
computer users find other computers on the Intei

* Are numbers, but because users can more easily |
domain name server translates back and forth.

www.FirstRanker.com
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Internet Domain Names

* A domain name contains several levels:

http:// = hypertext protocol = The browser should expe
protocol—meaning documents that are linked togethe:

* www = world wide web = Not necessary and most com
name both with and without it.

dell = second level domain = The name of the company

com = top level domain = Firms must first decide in whi
Most businesses in the U.S. want .com,

* The Internet Corporation for Assigned Names and Nur

* A non-profit corporation,
* A committee of experts to make decisions about proto
assignment, registration,

* Approves all new top level names such as the latest: bi:
.d':_"TL.I, adl Tl LTTIUSEUTNTT.
www.FirstRanker.com
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Domain Designation Top Leviel Domain Name
net Networks

com Commercial

edu Educational

P Japan

ca Canada

de Germany

uk United Kingdom
au Australia

it [taly

us United States

Cargest Top Level Domain Names in January 2002 and Number of Hosls
Source: Data fswwhirstRaiRaeoaim | woowasc org)
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tering a New Domain Name

* VeriSign provides domain registering service
years/name.

* Problems:

* More than 97% of words in the dictional
as domain names,

* The online name a firm desires may not

—A dictionary name is not necessarily the be!
already has a meaning attached to it = diffic
competitive advantage.
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Registering a New Domain Name

* What happens if the firm name has been registered |

* Come up with alternative names: DeltaComm, a
the first to register www.delta.com before Deltz
www.delta-air.com),

* Buy the name from the currently registered holc

* Many creative Netizens register lots of popular 1
sale at prices of up to millions of dollars:

* GreatDomains.com allows users to buy and
names.

www.FirstRanker.com
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Buy and Sell Domain Mames, Yab siteq, and Infemet-Bazed Businesses us

. Mew lsers

= JOIN NOWY RLL: ' reatDomains.com

Buy and Sell Domain Names.
Domains This is the Internet's #1 Domain Name marketp
D:fl’l :rD.IrI.I:.".' with 592, 765 names listed for sale As the ex
Ragistera wig are the only company to offer complste dor
Domain name senvices including contract, escrow, and
aise Dom: appraisal. Free To Buyers.

Domain Search:

Advanced Search

rnewiUse the Free Parking for dc
Yaur Listings Advanced Search names without a sits
Your Offers to find the perfect whera Buyers ¢an n
Domain or Call 818-733- an offer.
. New High-Profile Top High-Profile S
e . : istings
Dormain §1 500 00050 Corm 83 000 000l oans . com

Monitoring s900, 000 Pretty. com 835000 forsalebyoy
050 00 Trades.com §523 456 Drugs.com
85 000 p00Broadband, com §700 000 Cinema, ool

s, s

Havean - ittion parc; W W AL COT,
Source: GrealWwwi.FirstRanker.com
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Suppprt Services

* Customer support (during and after purcha:s
* |Is a critical component in the value prop
* Need knowledgeable customer service r

* |s critical for some technical products fo
maintenance problems, product guaran
warranties.

* Customer service:

* Works to increase customer satisfaction
products,

* Is a product benefit = an important part
relationship management.
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Labeling

* Product labels:

* Identify brand names, sponsoring firms, a
* Provide often instructions for use and pro

* On tangible products = create product rec

decision behavior at the point of purchase

* For online services = provides terms of pri

features, and other information comprise

www.FirstRanker.com
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Labeling

* Labeling at Web sites, customers can read:
* How to install and use a software downloaded f
* Extensive legal information about copyright use
* Online labeling can serve many of the same purj

—>Many brick-and-mortar businesses display the B

on their doors to give the customer a sense of cc

* The TRUSTe privacy shield: If firms agree to cert
privacy of customer information collected at
TRUSTe seal to their Web sites as part of a label.

www.FirstRanker.com
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About Microsoft copyrights...

The following links will provide infarmation regarding per
specific copyrighted materials such as imaqges,
are owned by Microsoft Corporation,

A form of legal
protection for the
expression of an

idea {not the idea Obtaining Permission:
itself) of an original  Find out when you should obtain written permission from
work. who to contact with regard to your request,

Do you need permission?

Images while many uses of Microsoft copyrighted materials do r
perrmission, some uses do not require written permission
to go here to find out if you need written permission.

(select from list) i

Software

Text

e: Wi e, ; i LRGSR SPEARGRESIOII T

ashington - AL rights reserved.
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= ' d Produc

* The move from atoms to bits adds complexity to on

* Developers must:

* Combine digital text, graphics, video, and audio,
delivery systems.

* Must integrate front-end customer service oper
collection + fulfilment methods to deliver prodt

—>This creates steep learning curves for traditiona

—E-marketers need to consider several factors th
development and product mix strategies with ne

www.FirstRanker.com
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Customer Codesign

* The power shift to buyers allows fgr many unusua
and for both business and consumer collaboration.

—>Partners are forming synergistic clusters to help desi
deliver value.

* Internet technology allows this type of co
electronically across international borders as well.

* Customer interaction in the early and late stages o
can actually increase product success.

—This is especially true when product codesign occurs w
user” of a product.

—This is a key person who uses the product and often

product use problems as they occur,

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

i ﬂmprjiﬂ}' Software
Develgpment
DeTine objectives Integr
Beta 0 Specs
Begin product design Internal P
. complete
testing
Customer Feature design and
customers March - .
Beta Testing Beta 1 Beta 2 Beta 3 Beta -
Jan Feb Mar Apr May

CTomer Co-d0esign of NeGape Navigalor 30
Source: AdapredvifirstRaskenadmvacCormack (2001)
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Electronic Input

* GO for customer fe

* With the increase of Web sites inviting cus
proliferation of e-mail “word of mouse,” and the
customers are quick to spread the word ab
weaknesses.

* Savvy firms monitor customer input electronically
customers’ needs.

* Companies hire electronic clipping services—firm
for company and product discussion = the elec
clipping services that read print media and clip ou
and its brands.

* The electronic input process:
* Is similar to the use of marketing research to support p

* The scale iswarchdangeshecause many customers worl

quick feedback.
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nation, enterta
—Content attracts users and keeps them returning.

* 5 tips for “screaming content:”

* Stay fresh. Update the site every day and at least once
commitment!

* Be relevant and unique. Deliver highly focused cont
competitive site content.

* Make it easy to find. Users want to find information
include hyperlinks to other sites for content because user

* Serve a smorgasbord of content. Integrate current
and commentary. Include interactive material relevant to
searches, and so forth. Vary the format to include multim

* Deliver content everywhere. This includes Web
special networks.
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Web [Content Development

* A new breed of syndicated content providers ha
developers:

* |s parallel to the Associated Press that feeds news to loc
magazines.

* Includes stock quotes, breaking news, sports updates, weatt
formats from text to video.

* An interesting trend involves users who want text-ba

* A small but growing group of Web users does not want
animation, and other non-text items,

* They favor simple text information,
They block advertising content with special software and kne
They do not like HTML e-mail.

—Important because mobile handheld devices use mostly text
—Web content providers might consider how to pare down

these users + chal EE d SI..IESEI'I[J[IDI'I fee for the content.
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Overview

Many Products Capitalize on Internet Properties New-Pro
Creating Customer Value Online
Online Benefits
Attributes
Branding
Support Services
Labeling
E-Marketing Enhanced Product Development
Customer Codesign
Electronic Input
Web Content Development
Internet Properties Spur Other
Opportunities
New-Product Strategies for E-Marketing
A Taxonomy for Internet Products
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Internet Properties Spur Other

* Market deconstruction created a disaggregation a
product and service components tg form unusual |

* These firms provide bundles of benefits difficult to achiex
* The AutoMall Online.

* The Internet is a great information equalizer:
* Fierce competition + lots of product imitation + short pro

* In this environment, product differentiation is the key to
driven commodity industry.

—Online auctions: Not long after eBay came online, Amazc
auctions.

—>Short product life cycle: when Frank Sinatra died, BMG's
development team created a lifetime tribute and a series
site in six short hours.

' or |
. i I

_ —=Innovation ofMETEYPBwarded. 000000
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Overview

Many Products Capitalize on Internet Properties New-Pro
Creating Customer Value Online
Online Benefits
Attributes
Branding
Support Services
Labeling
E-Marketing Enhanced Product Development
Customer Codesign
Electronic Input
Web Content Development
Internet Properties Spur Other Opportunities
New-Product Strategies for E-Marketing

A Taxonomy for Internet Products
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=

New- uct Strate
for E-Marketing

* Many new products were introduced by “o
* = The firm was built around the first su
* Netscape, Yahoo!, and Classmates.

* Other firms added Internet products to a
product mix:

* Microsoft.

www.FirstRanker.com
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Prod

. How can marketers integrate hot|product ideas i
There are 6 categories of new-product strat
objectives and other factors such as risk appetite
names, resource availability, and competitive enf

1. Discontinuous innovations are new-to-the-wo
before.

* On the Internet = the first Web authoring
combination, shopping agent, and search eng

* This strategy is quite risky, the potential rewa

* E-marketers planning discontinuous innovat
their customers will have to learn and adopt
have not done before.

* The new behavior must be easy and the perce

www.FirstRanker.com
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Prod

2. New product lines are introduced when
brand name and create new products in
category.

. Microsoft created a new line when it introduced its |
Because the Netscape browser was already available
discontinuous innovation.

3. Additions to existing product lines occur w
a new flavor, size, or other variation to a cL

* The New York Times Direct is a slightly different vei
adapted for online delivery. It is yet another product in

includes the daily paper, weekly book review, and others

www.FirstRanker.com
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provements or revisions of existing pro
—thus, replace tr

* Web-based e-mail systems improved on clien
as Eudora or Outlook because users could che
Web connected computer.

5. Repositioned products are current produt
targeted to ditfferent markets or promote

* Yahoo! began as a search directory on the W¢
as a portal (an Internet entry point with many

6. Me-too lower-cost products are introduce
existing brands by offering a price advant.

* When America Online and other ISPs were ch
Internet access, several other providers introt

rate pricing for $19.95 per month.

www.FirstRanker.com
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* Need for performance metrics:

the success of

and tactics.

* When introducing new products, online or offlir

* (The expected product revenue over time is fc
other expenses) = an estimated ROI for new pr

* Payout =the R & D and other initial costs will be re
based on projected sales.

* Break-even date = when the product is projected tt

* How long is acceptable? Internet projects had t
months or they would not get funded. Of course
industry.

—>ROI and break-even are important metrics for

—internally-and-formeasuring-theirsueeessinthe me

www.FirstRanker.com
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Price-Overview

The Internet Changes Pricing Strategies
Buyer and Seller Perspectives

Buyer View

Seller View
Pricing Strategies

Fixed Pricing

Dynamic Pricing

Bartering
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The Internet Changes Pricing|Strategies

* Priceis:
* The amount of money charged for a product or service,

* The sum of all the values (such as money, time, ene
exchange for the benefits of having or using a good or ¢

* Set by negotiation between buyers and sellers.

* Fixed price policies:
* One price for all buyers,
* Arelatively modern idea = end of the nineteenth centu
* Arose with the development of large-scale retailing anc

* Now, one hundred years later: Dynamic pricing
—The Internet is taking us back to an era of dynam

= Varying prices.farindividual customers
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The | icing Strategies

*Int he Internet was used for:
* Marketing communication benefits,
* Distribution channel benefits.

* BUT it has a huge potential to change pricir

* The Internet properties allow for price tran
idea that both buyers and sellers can view :
prices for items sold online.

—This feature would tend to commoditize p

—online, making the Internet anefficient ma

www.FirstRanker.com
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Overview

The Internet Changes Pricing Strategies
Buyer and Seller Perspectives

Buyer View

Seller View
Pricing Strategies

Fixed Pricing

Dynamic Pricing

Bartering
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BuyeT and Seller Perspectives

* The meaning of price depends on the
buyer and the seller.

* Each party to the exchange brings diff
objectives that help describe a fair pr

* In the end, both parties must agree ol

www.FirstRanker.com
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Ovet'view

The Internet Changes Pricing Strategi
Buyer and Seller Perspectives

Buyer View

Seller View
Pricing Strategies

Fixed Pricing

Dynamic Pricing

Bartering
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Buyerriew

* For the buyers: values = benefits + costs

The Real Costs

* Today’s buyer must be quite sophisticated to unc
dollar cost of a product.

—>The seller’s price may or may not include shippir
hidden elements (costs revealed online at the las
experience).

—>Promotion of a new pricing scheme for a long d
—Complex deals,

- . . i . . I
— . ; .

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

l Firstranker's chaoice
www.FirstRanker.com www.FirstRanker.com

The !Teal Costs

* How about the time, energy, and psy«
to a buyer’s monetary costs?

* Sometimes:
* The Net is slow,
* Information is hard to find,
* Other technological problems,

—>Users can spend more time and ener
frustrated (psychic cost).

www.FirstRanker.com
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The Real Costs

owest prices

search adds to the time cost.
—A search for the lowest airfare at Orbitz.com ©

be minimal compared to the dollar savings,
—>BUT the same may not be true for a book price

* |t depends on:

* The time it takes to search & the savings as a percentage
* How much familiarity and experience the buyer has witk

—As bandwidth increases, technology evolve
develop better online strategies, some of tt
decline.
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Buyer Control

* Thie change in power from seller to buyer affects

* Reverse auction:

* Buyers set prices for new products and sellers decide
prices.

* Example = Priceline.com (n 2002 Priceline licensed its
system to eBay.)

* In the B2B market: buyers bid for excess invent
products at firms.

* In the B2G market :
* Government buyers put out a request for proposal fo
* Businesses bid for the work,
* The government buyer selects the lowest price = havil

www.FirstRanker.com
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Buyer Control

* Buyer power online is based largely on t
information & product availability on th

—0Online buyers are becoming more soph

* Sellers are more willing to negotiate = gi
the exchange.

* Sellers realize that information technolc
manage inventories & automate freque!

www.FirstRanker.com
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Buye

Buyers often enjoy many online cost savings:

* The Net is convenient:
* Itis open 24/7 = users can research, shop, consume e

* E-mail allows asynchronous communication among u
“telephone tag” with sellers.

* The Net is fast:
* Users can order a product and receive it the following

» Self-service saves time:

* Customers can track shipments, pay bills, trade secur
handle many other activities without waiting for sale:

* Users can request product information at Web sites a

www.FirstRanker.com
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Buyer\iew

* One-stop shopping saves time:
* | Increase customer convenience,

* AutoMall Online = partner with a number of firmsto p
comparisons, research about various models and mani
information, and service options.

* Integration saves time:
* Web portals ( Yahoo! and AOL) = allow users to quickly

* Some sites allow users to create individualized Web pa
weather, and other customized information.

* Automation saves energy:

* Customers value simplicity and ease BUT the Net make
technology can help.

* Customer computers can keep track of passwords for \
purchases at Web sites save time and energy.

www.FirstRanker.com
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Buyer View

* Some people prefer to order books from Amazc
delivery, knowing that:

* Amazon prices are often higher than other online bo
* The book is in stock at a local bookstore,
* Overnight delivery costs quite a bit more.

* So, why?

—The Amazon brand name is trustworthy,

—These customers have had excellent previous experi
—>They are familiar with the site and can quickly find w
—Those benefits and time/energy-saving features over

www.FirstRanker.com
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Overview

The Internet Changes Pricing Strategies
Buyer and Seller Perspectives

Buyer View

Seller View
Pricing Strategies

Fixed Pricing

Dynamic Pricing

Bartering
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Seller\liew

* Price = the amount of money they receive fi

* Pricing floor = seller costs for producing the
—>Under, no profit is made,
—>Above, marketers set a price to draw buyers fro
—>Price - Cost = Profit

* Factors affecting pricing levels:
* Internal factors = the firm’s strengths an
* Its SWOT analysis,
* Its overall pricing objectives,
* Its marketing mix strategy,

* The costs involved in producing and
product.

—Externatfactors=themarketstructure ¢
perepydEyRzpker.con
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Internal_ Factors: Pricing Objectives
1. Profit-oriented objective (most common strategy) :
- Fntﬁsmn—cm’mﬂm rather than long-t

* First estimate what demand and costs will be at different
* Then choose the price that will produce the maximum cur

2. Market-oriented objective:
1. Building a larger customer base = lower costs & higher lor
—>Low prices generally build market share.
—AOL broadband Internet connection services is low to inci

2. Product-quality leadership = high price to cover higher pe
R&D.

3. Negotiation and bidding.

3. Competition-based pricing objective:

* Price according to what competitors charge for similar prc
company's own costs or to demand

—When one aidineradnepiqprioes, its competitors usually foll
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Internal Factors: Marketing Mix Strategy

* Succegsful companies use an integrated and consiste

* Volvo £ upscale brand image:
* Sells high priced automobiles through dealership
* Marketing communication = a Web site + offline,
* More than 80% of its customers shop online,

* Highly educated men + live in urban areas = conf
site, price it, + talk to dealers via e-mail ( Dealers

—Volvo uses the Internet to generate sales leads, kno
likely to buy a high priced item directly from the Inte

* The Internet is one sales channel + must be used in ¢
mix elements.

* No proven rules or standard practices on how to pric
both onli | offl I .
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Internal

The Internet Puts Upward Pressure on Prices:

Reason of the dot-coms failure = expensive customer relationship
that did not generate new revenue to cover the sites’ costs.

Factors that put upward pressure on Internet pricing:

1.Distribution:

* “The last mile” problem = each product must be shi
destination.

* Retailers pass shipping costs on to their customers
of the order.

* Some vendors inflate the shipping cost to recoup sc

2.Affiliate programs:

* Affiliate sponsors reward the referring Web sites 7-
reference that leads to a sale.

* This commission inflates the price of the item or loy

www.FirstRanker.com
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Internal Factors: Informatjon Technc

3.Site development and maintenance:

* Web site development and maintenance is not ch

« Development of a “conservative” site = $10,000 -
“aggressive” site = $1 million or more.

* Maintenance = expensive, with hardware, softwar
connection costs.

4. Customer acquisition costs (CAC).

* The cost of acquiring new customers online is quit
* The average CAC for online retailers is $82.

* How many orders must a firm receive to recoup tt
price? BUT customers are not nearly as brand loya

www.FirstRanker.com
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Internal Factors: Informatjon Technc

The Internet Puts Downward Pressure on Prices:

1. Order processing—self-service:

* Customers fill out their own order forms = no order e
processing.

* Average retail banking transaction costs $0.15 - 50.20

2. Just-in-time inventory:

* Electronic data interchange (EDI) drives down costs by
activities & allows for just-in-time (JIT) delivery of par

* Some online retailers and offline retailers do not ever
response to customer orders.

3. Overhead:
* Online storefronts lower overhead costs = no rent for

* Warehouses can be located in areas with low rents, Ic
quick access to shipping hubs.

www.FirstRanker.com
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Internal Factors: Informat

ion Technc

4. Customer service:

* 515-520in an offline call center versus 53 - 55 whe

on the Internet.

5. Printing and mailing:

* No mail distribution & printing costs for their produ
* Once the catalog is placed online, access carries littl
* The same holds true for e-mail promotions.

6. Digital product distribution costs:

* Distribution costs for digital products are extremely

www.FirstRanker.com
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External

Econgmists recognize 4 types of markets:

Pricing: M

* Pure competition:
* Many buyers and sellers trading in a uniform commaodity ( ¢
* Product differentiation, and marketing communication play

Monopolistic competition:
* Many buyers and sellers trade over a range of prices.
* Sellers can differentiate their offers to buyers.

Oligopolistic competition:
* A few sellers sensitive to each other’s pricing and marketing
* |f a company drops its price, buyers will quickly switch to tk

Pure monopoly:
* This market consists of one seller whose prices are usually r

www.FirstRanker.com
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The market structure dist
online sellers because if g

Government control a completely efficient ma
online prices—the result
A of a nearly-efficient mark

Pure monopoly

¥

-‘-\.'I

Oligopolistic competition
. Areaofcontr

c¢-marketing

Monopolistic competition

Pure competition

Ettic ient market

N

Marketcontrol

Efficient MarkwsaWeiratResked dbieing Control
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E Xt

ernal Factors Affecting Online Pricir

Efficient markets:

Experience perfect price competition.

Customers have equal access to information abc
distribution.

Lower prices, high price elasticity, frequent pric
changes, and narrow price dispersion.

Commodity markets came close to being efficier
intervened with controls.

The Internet is close to an efficient markets but
consumers on the Internet does not bear out all
predictions.
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External Factors Affecting Online Pricir

Is The Net an Efficient Market?

* The Net present all symptoms of efficient markets,

* Access to information through corporate Web sites, s
distribution channels.

* Products sold exhibit lower prices, high price elasticity

and

smaller price changes.

* BUT do these factors actually make the Net an efficier

Lower costs can result in lower prices for consumers,
Technology enables buyers to evaluate and demand af

Rgg{?arch shows that online prices for books and CDs a
16%.

Does that mean that all prices online are lower? No bt
downward pressure on Internet prices, contributing to

www.FirstRanker.com
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Efficient Markets

* Shopping agents (www.pricescan.com):

* Facilitate consumer searches for low prices by display
comparative format.

* High price elasticity:
* Price elasticity refers to the variability of purchase bel

* Leisure travel is very elastic: When the airlines engage
snap up ticket inventories creating huge demand.

* For books and CDs, the online market is more elastic 1

* Reverse auctions:
* Allow buyers to name their price and have sellers try
* This pits sellers against one another and usually drive

www.FirstRanker.com
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Efficient Markets

* Tax-free zones:
* Most online retailing takes place across state lin
—Buyers pay no sales taxes on purchases,
—>Reduce total out-of-pocket expenditures by 5-8

* Venture capital:

* Venture capital/angel investors finance many In

* They take a long-term view & are willing to sust:
years) = time to establish brand equity + grabm

* No profit-maximization pricing objective =can o

* BUT changes are coming ( the dot-com crash +tt
over for many early Net firms).

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

l Firstranker's chaoice
www.FirstRanker.com www.FirstRanker.com

Shopping Agent Site

Bizrate.com comparison shopping

Mysimon.com

Pricegrabber.com®

All other search sites combined

Users of One or More Comparison Shopping Sites

Monthly Users of the Internet

* Represents an aggregation of commonly owned/branded «

Retail Shﬂppimmp&%‘l}' 2002 Source: Data from com Score Me
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Results!"
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special info,
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Outpost. com
profile

Outpost com
profile

Manufacturer, Mode]l & Description 4
FHILIPS HDR112 PHILIPS TIVO - brought

vou by Tweeter
Awvailability: OVERNIGHT

PHILIPS HDR312 PHILIPS-TIVO 30HR -
brought to you by Tweeter,
Availability: OVERNIGHT

Example of a VCR search at mySimon.com. Since the results are listed in order v
are not price competitive risk being left off of the first screen and might as well
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Efficient Markets

* Competition:
* Fierce and very visible.

* Frequent price changes (than the offline marke
* Online suppliers want to attract price-sensit
» Vendors alter their pricing to place higher o
by shopping agents,
* In a computerized environment firms can of
smaller increments,
* Experimentation is easy online, firms see hc
adjust & change prices as competition and c

www.FirstRanker.com
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Efficient Markets

* Lower costs:
* Result in either higher profits or lower p

* Smaller price change increments:
* Smallest offline price change = $0.35/ 0

* Price-sensitive consumers may respond
advantage,

* Shopping agents rank their results by pr
advantage earn a higher ranking),

* It is difficult to change prices offline =re
need for a price change is even greater.
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s The Net an Inefficient Market?

* The Web does not act like an efficient market with respect
—> Prices tend to equalize in commodities markets,

—>0Online retailer branding and other benefits justify price diffe
customers.

* Greater spread was found between high/low prices online
offline for the same items:33% for books and 25% for CDs,

—>The online channel is still not completely mature = many buw
shopping agents.

—>Related to the way goods are priced online as well as deliver
shoppers, branding, differentiation, switching costs, and sec

* How goods are priced online:
* Dffline = fixed prices,
* Online = goods are available for a fixed, a dynamically updat

= _PLLIS shipping . SFIEI:-IE| services make it d_IE-II:LIJLtﬂ.EﬂI'I"IpEFI
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s The Net an Inefficient Market?

* Delivery options:

* The same product delivered under differing condition
different value to the consumer.

* A product delivered to the door may have considerab
consumers than one that is bought at the store = Onli

* Time-sensitive shoppers:

* Time-sensitive shoppers may not wish to invest the ti
track down the best price (complexity of the sites).

* Branding:
* The top Web sites get most of the traffic,

* Consumers show a preference for brand when using
brand does not offer the lowest price,

* The best-branded Web sites spend millions of dollars
Amazon spends 24% of revenues on promotion, but if
than bargain online retailers.
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s The Net an Inefficient Market?

» Differentiation:

* Strong branding = perceived/real produt
different pricing strategy.

* Switching costs:

* Customers face switching costs when th
online retailer.

* Some customers are not willing to incur
with a familiar online retailer.

* Why? The customer loses access to a far
* In the B2B market: it is more effective tc

wrth—a—hnmteﬂ—mmhef—oHUﬁphefs—rathe

Ol1l ﬁtﬂqnlmr com
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s The Net an Inefficient Market?

* Second-generation shopping agents:

* Guide the consumer through the proces
benefits + evaluating the value equation

* For benefits ranked high, customers ma:
more.

* BizRate allows consumers to evaluate m
ratings compiled from previous custome

* Is the Internet an efficient market? Not yet,
features to move toward efficiency in the fu
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* Price setting is full of contradictigns:

* Short term: If the price is too low profits will suffer/ if

In the long run: an initial low price that builds market :
lower costs + increase profits.

* Information technology has complicated pricing

Sellers can easily change prices according to each buye
BUT it is a steep learning curve.

Pricing objectives produce very different results = a loy
expense of maximizing profit.

Buyer value perceptions vary between rational and emr
same way.

Firms using multichannel delivery systems must consid
and buyers’ differing value perceptions about purchasi
mortar store.

Pricing is a tricky business, guided by data, experience,

www.FirstRanker.com
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Fixed Pricing
__Fixed pricing (also called menhu pricing):

Sellers set the price and buyers take it or leave i
This is the model most brick-and-mortar retailer

Two common fixed pricing strategies used ¢

1.Price leadership:

A price leader = lowest-priced product e
other retailers.

To implement this strategy, costs must t
Largest producer = price leader because

The second-lowest-priced item also gain
offers advantages over the price leader.
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Fixed Pricing

Two common fixed pricing strategies used online:

2. Promotional pricing:

. Used to encourage a first purchase, encourage
close a sale.

* Carry an expiration date to create a sense of u

. Promotional pricing on the Internet can be hig
mail messages and research shows high custor
Internet purchases.
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DynamtePrictg

* The strategy of offering different prices to differe
—iTo optimize inventory management,

—To segment customers by product use or other variab
—>Airlines have long used dynamic pricing software to p

* With the right technology, segments as small as «
different prices

—>Prices can be changed daily or even hourly,
—Depending on changes in demand, supply, competitio
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Dynamic Pricing

Dynamic pricing can be initiated by the seller or 1
. 2 types of dynamic pricing:

1. Segmented pricing = the company sells a
more prices, based on segment different
alone. Segmented pricing is usually set b

2. Negotiation = the company negotiates pi
customers. Segmented pricing involves a
different for different customers + may ¢
buyers and sellers agree. Negotiationis r
buyer.
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Segmented Pricing

* Uses the Internet properties for mass customization, autor
based on order size and timing, demand and supply levels,
factors.

* The firm uses decision rules to set pricing levels for segme
customer behavior.

* |s easier online at the individual level because sophisticate
set rules and make price changes.

* Using cookie files, online sellers recognize individuals and
prices to motivate transactions: Presents customized recor
customer.

—»Online firms can build loyalty programs, like frequent flyer p
to individuals who return and purchase often.
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Segm

iented Pricing

Effective when the market is segmentable,

—>The different prices reflect real differences in each se
product's value + show different degrees of demand.

* Appropriate when the costs of segmentation + segm
exceed the extra revenue obtained from the price di

The firm’s segmented pricing must meet legal and re

The firm must take care not to upset customers who
different prices than their neighbors.

—E-marketers employing segmentation must use custo
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Geographic Segment Pricing

* A company sets different prices when selling a product in ¢

—»Seller knows where the user resides because server logs reg
top level domain name typically indicates country of residen

* Geographic pricing can help a company better relate its pr
or regional factors = competitive pressure, local costs, eco
regulatory guidelines, and distribution opportunities.

* The manufacturer faces price escalation and must price to
transportation, tariffs, and importer margins, among other
different locations.

* Given the Internet’s worldwide reach, marketers also ma
to those coming in from markets it does not serve = This h
firm’s brand.
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Value Segment Pricing

* The seller recognizes that not all customers provide equal

* Pareto Principle states that 80% of a firm’s business usuall
customers.

* A+ customers:
* A small group that contribute disproportionately to tf

* The most loyal customers who may become brand ad
acquaintances = The frequent flyers.

* They are also brand-loyal frequent customers who pr
seller.

—When A+ or A customers appear at the Web site, they
receive special attention.

—They may not be price sensitive = they perceive that t
benefits + has earned their loyalty.
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Value Segment Pricing

B customers are price sensitive + use the product cat
customers.

C customers: large group + may be price shoppers or
product category, not accounting for much of the se!

The seller’s goal is to keep A customers brand loyal a
to a higher level of value.

—Pricing strategies can help.
—Giving high-value customers the first shot at discount

B and C customers: might enjoy e-mail blasts with fix
informed of the firm’s price +The seller can use this t

database formoving customers-up-invalue.——

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

Firstranker's chaoice . .
www.FirstRanker.com www.FirstRanker.com

High

Custome
A the selle

C A J

|.ow

Custone rs Grouped by Value

Customer Value Segments From Low (C) to High (A+)
Sousece- Adap VL EESBANETCOR) |



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

l Firstranker's chaoice . .
www.FirstRanker.com www.FirstRanker.com

Negotiated Pricing

* Through negotiation the price is set more than c
discussion.

* Haggling over price is common in many countries;
shied away from such bargaining.

* The spectacular growth of online auctions is changin

* Many consumers enjoy the sport and community o
are just looking for a good deal.

* Auctions in the B2B market are a very effective

inventory at a price set by the market.
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Bartaring

* Goods or services are exchanged for other
cash.

* Users may enjoy tax benefits, but otherwise
particularly profitable pricing strategy.

* Consumers exchanging/auctioning used iter
sales of new products.
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How does fixed pricing differ from dynamic pric

What is price transparency and why is it an impg
marketers to understand?

List the main factors that put downward presst
channel.

List the main factors that put upward pressure
channel.

From the buyer’s perspective, how does the Int

What is an efficient market? What makes the Ir
and what indicates that it is not an efficient ma

How do e-marketers use geographic, value segi
pricing online?

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com

Discussion Questions

Near perfect access to pricing information is a problel
years. How have airlines responded to this problem? .
adopt similar strategies?

Which of the online cost-saving factors do you think F
price? Why?

Which pricing strategy would you use to introduce a r
access? Why?

Internet technology allows a company to price the sal
different customers. What do you think would be the
disadvantages of Amazon offering the same book at c
a different price to a student?

As a buyer, how do you think price transparency affec
appropriate bidding strategy for new products auctiol
eBay?

As a seller, how do you think price transparency affec
high a price as possible for used products you auction

www.FirstRanker.com
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Distribution
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Distribution Channel Overview

* Distribution determines how the customer receives
determines brand image.

* Marketers set strategies for availability, access, and

* Distribution channel = group of interdependent firn
transfer product and information from the supplier
composed of:

* Producers, manufacturers, or originators of the prod

* Intermediaries—the firms that match buyers and sel
transactions among them,

* Consumers, customers, or buyers who consume or u
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Distribution Channel Overview

* Each channel member performs some of th

needed to get the product from the point o
consumption.

* Intermediaries:

* Perform some of these functions more effective
channel participants.

* Benefits = mediating transactions between part
in the form of lowered search, monetary, trans:
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bution Channel Ovenview

ol e

The structure of the distribution channe
possible opportunities for marketing on

When a consumer purchases online:
He must perform the search function hi

With an automated transaction, he coul
performing some distribution functions

4 elements of a company’s channel stru
Types of channel intermediaries.

Length of the channel.

Functions performed by members of the cha

Physical and informational systems that link
provide for coordination and management o

deliver the product or service
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Types of Intermediaries

Channel intermediaries include:

Wholesalers: buy products from the manufacturer + |

Retailers (brick-and-mortar & online): buy products fi
consumers.

Brokers: facilitate transactions between buyers and s
either party = market makers.

ents: represent the buyer/seller + facilitate transac
sellers but do not take title to the goods. Manufactur
seller & purchasing agents represent the buyer.

For digital products (software), the entire distribution
based = the supplier can delivers it over the Internet 1

Non-digital products (flowers/wine) may be purchase
via truck. The exact location of that shipment can be 1
interface.
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bution Channel Leng

th and Fur

* The length = number of intermediaries bet\

consumer:

* Direct distribution channel

* No intermediaries,

* The manufacturer deals directly with the c«
* Dell Computer sells directly to customers.

* Indirect channel

* Incorporate one or more intermediaries,
* Suppliers, a manufacturer, wholesalers, ret
* Intermediaries help to perform important f
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bution Channel Length and Fur

* Disintermediation = eliminating traditional

* The Internet was predicted to eliminate interm
* |t can potentially reduce costs,

* Taken to its extreme, disintermediation allows 1
goods and services directly to the consumer in :

* Complete disintermediation = the exception be
handle channel functions more efficiently than
specialized).
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bution Channel Leng

th and Fur

* Initially, the Internet was thought to elimina

intermediaries.

* This line of reasoning failed to recognize son

1. The U. S. distribution system is the most efficien
2. Using intermediaries allows companies to focus

3. Traditional intermediaries have been replaced w
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Distribution Channel Leng

th and Fur

* Online intermediaries are often more efficie

-mortar counterparts:

* Online storefront:

= no rent, maintenance, and staff for retail

+ inexpensive warehouse =
goods sold online,

acceptable stol

* BUT online stores = costs of setting up &

sites,

* These charges can be significant, but the
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bution Channel Leng

th and Fur

* The Internet has added new intermediaries

* Yahoo! Broadcast aggregates multimedia contt

= Yahoo! and Yahoo! Broadcast

= a record store, audio bookstore, radio broadcas

rolled into one.

* Other intermediary = Shopping agents, buyer c

metamediaries.
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Functions of a Distribution Channel

* Many functions must be performed in moving prodi
consumer.

* Internet property:

—market deconstruction (removing distribution chan
players that normally perform them),

—>+ re:;:mstrul:tiun (reallocating those functions to otl
ways).

* Online retailers normally hold inventory and perforr
functions in response to a customer order.

* Alternative scenario, the retailer might outsource tt
functions to a logistics provider such as UPS:

* QOrder forwarded to a UPS warehouse where the pro
* UPS picks, packs, and ships the product to the consul
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'ions of a Distributior

) Channel

* Distributors perform many value-added fur

1.Transactional Functions:

* Making contact with buyers and using r
communication strategies to make ther

* Matching product to buyer needs, nego

processing transactions.
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‘ions of a Distribution Channel

1. Contact with Buyers
* Internet = a new channel for making cont

= the 4th channel after personal selling, n
telephone,

= 3rd channel for retailers after brick-and
catalogs.

* The Internet channel adds value to the cc
* (Contact can be customized to the buyer’s nee

* The Internet provides a wide range of referral
engines, shopping agents, newsgroups, chat ri
and affiliate programs,

*— The mternet1s atways open for business, 24/7
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Functions of a Distribution Channel

2. Marketing Communications

. Marketing communication = advertising
product promotion:

U

Function often shared among channel p

U

Most effective when they represent a cc
among channel players.

— A manufacturer may launch an ad camg
offer coupons.

www.FirstRanker.com
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Functions of a Distribution Channel

The Internet adds value to the marketing comn
several ways:

. Functions that previously required manual labor ca
Promotional message are sent to millions of users \

. Communications can be monitored and altered. Do
click-through rates of their banner ads + make subs

. Software for tracking a user’s behavior can be used
to individuals. www.engage.com anonymously trac
target ads to individual users.

. The Internet enhances promotional coordination ai
e=maitadsandothermateriattoeachother;and al
promo¥wriEreRaaki/eem site at any time.
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‘ions of a Distribution Channel

3. Matching Product to Buyer’s Needs

Shopping agents:

Given a general description of the buyer’'s requiremer
relevant products.

Allow consumers to quickly compare prices and featu

MySimon (www.mysimon.com), PriceScan (www.pric
Online retailers help consumers match product to ne

Collaborative filtering agents:
Can predict consumer preferences based on past puri

Amazon uses a collaborative filtering agent to recomr
customers.

Once the system is in place, it can handle millions of v

Cost. ing aj
conswREissEmaddad to the database.
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‘ions of a Distribution Channel

4.

Negotiating Price

Price negotiation involves offers and counteroffers betw
over the phone, or via e-mail).

Shopping agents negatiate prices downward on behalf o
companies in order of best price first.

g:]dpd[g%;iw[[g giil’jc.iyna mic/flexible pricing in which the b

Consumer market auctions held by eBay and Amazon.
Many businesses currently conduct bidding online:
General Electric solicit online bids from their suppliers.

Effect of Online bidding = widening the supplier pool = in
prices.

Many auction houses allow buyers to program an agent
against other buyers or their agents.

www.FirstRanker.com
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Functions of a Distribution Channel

5. Process Transactions

. Electronic channels lower the cost to pre
dramatically.

*  The cost of manually processing an aver
$79—mainly due to labor costs.

www.FirstRanker.com
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) Channel

2. Logistical Functions

. Include:

* Physical distribution activities
= transportation or inventory storage,

*  Product aggregation.

*  Logistical functions are often outsourcec

logistics specialists.

www.FirstRanker.com
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‘ions of a Distribution Channel

1.

Physical Distribution

Most products sold online are still distributed th
channels.

Yet any content that can be digitized can be trar
consumer over the Internet: Text, graphics, audi

Products currently delivered over the Net includ
programs, magazines, books, newspapers, softw

Distribution costs are significantly lower online.

The alternative, physical distribution of digital p
Embedding the content in a medium such as new
Packaging and shipping.

www.FirstRanker.com
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Functions of a Distribution Channel

2. Aggregating Product

Suppliers operate more efficiently when they pr
narrow range of products.

Consumers prefer to purchase small quantities ¢

Channel intermediaries perform the essential fu

product from multiple suppliers so that the cons
choices in one location.

Online category killers (www.cdnow.com) =offei
disks from multiple suppliers.

The Internet can bring tngtether products from n
organizing the display on the user’s computer.

Shopping agents: the unit of aggregation is the
store.

www.FirstRanker.com
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‘ions of a Distribution Channel

Third-Party Logistics—Outsourced Logistics

. A major logistics problem in the B2B market is re
goals of timely delivery and minimal inventory.

—>  Solution: to place inventory with a third-party Ic
UPS or FedEx.

—>  Third parties can also:
. Manage the company’s supply chain,
. Provide value-added services such as product cor
= Handle the order processes, replenish stock wher
. Assign tracking numbers so customers can find th

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

Functions of a Distribution Channel

- Product returns (reverse logistics) = an other ma
. Can run as high as 15%,
. Customers complain about the difficulty and expe
. Some Web sites offer to pay return shipping.
. But the customer still has to weigh the package,

. U.S. Postal Service (USPS) program to ease the

. Merchants install software to authorize customer
postage-paid return labels.

. The customer boxes the item, slaps on the label, ;
the letter carrier.
. Customers can weigh their packages and downlo:

printed label using a service from eStamps, even |
participate in the USPS program.

www.FirstRanker.com
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Functions of a Distribution Channel

The Last Mile Problem

* Problem for online retailers/logistics managers: added ex|
quantities to individual homes and businesses.

—rLess expensive to send cases of product to wholesalers ar
the guantities into smaller units for sale.

* Other problems: 25% of deliveries require multiple delive
30% of packages are left on doorsteps when no one is hoi

* 3 splutions:

* Smart box: 2.5 foot tall steel box with a numeric keypad col
people receive a special code for each delivery and use it tc
shipment = efficient and secure solution if consumers are w

* Retail aggregator model: Packages are shipped to participal
stores/service stations), then consumers pick up the packag

* Special e-stops = store fronts that exist solely for customer

www.FirstRanker.com
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Functions of a Distribution Channel

3. Facilitating Functions (performed by channel memb:

1. Market Research

. A major function of the distribution channel.
. Benefits = an accurate assessment of the size + charz
audience.

. The Internet affects the value of market research in 1
1. Information available for free.
2. Research conducted from the office ( limits trips e
3. Information = timelier.
4. Information in digital form = e-marketers can easil

other software.

5. Because so much consumer behavior data can be
receive detailed reports.
. Research requires investment in human resources to distill

+
L Ly

www.FirstRanker.com
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‘ions of a Distribution Channel

U

U

2.

Financing

Financing purchases is an important faci
consumer/business markets.

Intermediaries want to make it easy for
order to close the sale.

Online consumer purchases are finance«
or special financing plans.

Consumers are concerned about divulgi
information online.

How do Online merchants know they ar
consumer using a legitimate credit card:

Secure Electronic Transactions (SET)

www.FirstRanker.com
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Functions of a Distribution Channel

SET:
. Legitimizes merchant & consumer + protects the con:

. Card number goes to a third party with whom the me
one another + the transaction.

. BUT it is so technical that most consumers do not apg
. BUT, most merchants do not want to pay for costly SE

. Successful outside the United States because of legislative
. Consumers have a max 550 liability for purchases mai
. Card issuer usually waives the S50 in order to retain c

. That legal protection does not exist in some countries
for all charges on their card up to the time they repor



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com

Overview

Distribution Channel Overview
Types of Intermediaries
Distribution Channel Length and Functions
Functions of a Distribution Channel
Distribution System
Channel Management and Power
Classifying Online Channel Members
Content Sponsorship
Direct Selling
Infomediary
Intermediary Models
Distribution Channel Metrics
B2C Market

www.FirstRBul8.darket



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

Distribution System

* The distribution channel = a system of intel
organizations working together to build val
proceed through the channel .

* 3 ways to define the scope of the channel as a syste

1. Consider distribution functions that are downstrean
to the consumer = definition of distribution channel

2. Consider the supply chain upstream from the manu
to the raw materials = definition of the supply chair

3. Consider the supply chain, the manufacturer, and tk
integrated system = the value chain = integrated loc

*_The supply chain includes upstream and downstrear
processgs,jpierIaltekhe firm.
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Distribution System

* Value chain = Integrated logistics = Supply chain.

* Supply chain management (SCM): coordination of f
material (e.g., physical product), information (e.g., c
financial (e.g., credit terms).

—Flow = continuous stream of products, information,
the channel members.

—>Most important flow = information (creation of phy
depend on information.

* Continuous replenishment = “scan one, make one-

* Build to order: for complex products (computers) =
quickly.

www.FirstRanker.com
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Distribution System

* Continuous replenishment + build to order help to €
* Reduces costs because inventory is expensive ti

* Increases profits by avoiding unsold inventory g
a discount.

* Cost savings can result in lower prices = improves th
customer.

* Creating product in response to demand results in d
—The customer’s value is only increased if the delays

* Today's customer wants it all =lower prices +quick d
configuration.

—Solution = tightly coordinate the activities of upstre
workings of the firm + the downstream distribution

www.FirstRanker.com
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bution System

* Problem in SCM = decide which participant
channel composed of many firms:

—Sun Microsystems: designs computers but doesn’t k
—Sun manages entire supply chain + suppliers of
—Supply chain management software allows for

—Customer demand information is visible to the
what portion of the demand they can handle.

* Interoperability = important in SCM:

—>Participants have enterprise resource planning (ERI
in-house inventory and processes.

—When individual ERP systems share information wit
coordination is facilitated in real time.

www.FirstRanker.com
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Channel Management and Power

* A channel structure requires coordination, commun
avoid conflict among its members:

* A leader (powerful channel member) institute requir
* Market competition between entire supply chains in

* Introduction of new information technology can alti
among existing channel players:

* In many cases the power of the buyer has been signi
expense of the supplier.

* In other cases the power of the supplier has come oL

* A classic source of power = geographic location, BUT
importance of location and offers new sources of suj

* The supplier that takes the Earlh lead online will rec
consumers and firms eager to shop in this channel.

* When multiple firms are online, suppliers can gain pc
retationshipswith-buyers:

www.FirstRanker.com
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Channel Management and Power

* Electronic data interchange (EDI) :

* |Is the computerized exchange of information betw
(eliminates paperwork).

—Buyer logs onto the supplier’'s computer system an

order is electronically conveyed to the supplier and
electronic bill.

* |s effective for establishing structural relationships

* The Internet has put a new face on EDI with th
interoperable systems:

* The Internet replaced expensive proprietary netwo

* Business can use the same computer to interface w

* Networks of suppliers and buyers can more easily €
based interface.

www.FirstRanker.com
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Channel Management and Power

* EDI is based on 3 key variables:
* The openness of the system,
* The transport method,
* The type of technology used for implementatio

* The goal is to create a standards-based ope
over the Internet so all suppliers and buyer
integrate their systems.

* The technology with the greatest promise t
Extensible Markup Language (XML).

www.FirstRanker.com
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fying Online Channe| Members

* Online intermediaries are classified according to the

* Many e-business models have new names, but how
new?

—Most e-business models turn out to be variations o
concepts.

* The first two models: content sponsorship and direc
producers sell directly to customers using e-marketi

* The third model, infomediary = a combination of cc
selling.

* The fourth model involves intermediaries in the dist
include brokers and agents, online retailers who sell

www.FirstRanker.com
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I. Content sponsorship
2 Directsetimg
3. Infomediary
4. Intermediaries
Broker: Online exchange
Online auction
Agent: Agent models representing seller
Selling agent (affiliate program)
Manufacturer’s agent (catalog aggreg
Metamediary
Virtual mall
Agent models representing buyer (pu
Shopping agent
Reverse auction
Buyer cooperative
E-Tailer: Digital products
Tangible products

E-Business Modelww. FirstRanker.com
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Conte

2Nt Sponsorship

Content sponsorship:

Firms create Web sites, attract a lot of traffic, and s
Can use a niche strategy to draw a special interest a

Generates revenues for firms selling advertising to ¢
The product = ad space on a Web site.

This model is used by the major portals (AOL, Yahoo
magazines/newspapers,

Much content on the Net is ad supported.

Used in combination with other models to generate

— BuE.mm (online retailer) sells ads on its site to ge

www.FirstRanker.com
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Direct Selling

Direct selling:

* The manufacturer sells directly to the consumer or bt
* It creates disintermediation = no longer need of who

* Common practice in offline selling + the Internet mad
bypass intermediaries & go directly to consumers.

—>Successful in saving millions of dollars in sales-relatec
product configuration, and order processing,

—>Successful in the B2C market with sales of digital prot
require no inventory and no pick, pack, and ship logis

www.FirstRanker.com
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t Selling

Direct selling:

* Subscription services = a form of direct selling.

—The subscription model has not been very successfL

—=BUT the Wall Street Journal Online and Classmates.
content in this manner.

* Benefits of disintermediation:
* Saves customers money by avoiding the middle
* Leads to more rapid delivery of the product,
* Ability to claim a piece of the middleman’s mar;

* Costs of direct selling = higher search costs to locate

+ the time costs of transacting with each manufactu

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com

Overview

Distribution Channel Overview
Types of Intermediaries
Distribution Channel Length and Functions
Functions of a Distribution Channel
Distribution System
Channel Management and Power
Classifying Online Channel Members
Content Sponsorship
Direct Selling
Infomediary
Intermediary Models
Distribution Channel Metrics
B2C Market

www.FirstRBul8.darket



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com

Infon

ediary

Infomediary:
* Online organization that aggregates and distributes informat

1. A market research firm:

:::[::%mpensates (comScore Media Metrix) or not (DoubleClick)
information.

2. A variation on the content sponsorship model:
—>The firm pays the customer to buy space on computer screer
—»Payment = money, points toward shopping, free Internet sen

—>The consumer is really selling space on screen+ attention=th
cyberspace.

—>Infomediary generates revenue by reselling the screen space

—»To receive payment, the consumer must share demographic
information.

—>»Consumer installs software that gives a permanent window il

== Thetonsumer benefits by receiving ads targetedtoher speci

www.FirstRanker.com
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Informediary

Infomediary:

* Original idea = give consumers more control
marketing messages.

* Benefit: the consumer information increases
inventory.

* Benefit to advertisers: they can market to ve
audience which has expressly opted-in to the

* Permission marketing allows advertisers to c

mmmmmmUHSun
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Intermediary Models

1. Brokerage Models

. The brokers:
: Create a market in which buyers and sellers negoti:
. Charge the seller and/or buyer a transaction fee,
. Don't represent either party for providing exchang:

. Provide many value-added services to help attract
transactions.

. Brokerage models operate Web site exchanges in
. The most popular online brokerage models =excha
. Benefits to the buyer: convenience, speed of order

processing + cost savings (lower prices, decreased ¢
and frustration in locating the appropriate seller).

. Benefit to the seller: creation of a pool of intereste
seller (lowered customer acquisition and transactic

www.FirstRanker.com
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Intermediary Models

Online Exchange:

* E*Trade, Ameritrade, and a host of other online brok
place trades from their computers without phoning o

* Benefits:

* Pass along cost savings to the buyer = lower tran:
* Execute trades very quickly, provide reference re
program trading.

* Newer services bypass the Web & connect traders str

* Carpoint.msn.com, AutoByTel, and other online broke

« Allow customers to receive bids from dealers on
area without first phoning or visiting the dealer.

* The dealers offer a no-hassle price quote througl

EMFWL
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Intermediary Models

Online Exchange: Converge, leading anon
the global electronics market:

* Aggregates supply & demand from thousar
original equipment, contract manufacturer:
resellers,

* Similar model to stock exchange:

* Customers contact a trader on the floor of the «
request,

* The trader locates a supplier, completes the pu
spread between the buy and sell price,

. _www.F‘!rstFtankar.c:nm - :
- ’
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Intermediary Models

Online Exchange: Converge, leading anon
the global electronics market:

* Anonymous exchange = Suppliers ship to a
warehouse (goods are inspected / forwarde

* Quality of the products guarantees + no-qu
policy.

* Online services:
* Personal buy & sell portfolios,
* Chatlike communication with traders,

«_Multiple methods for issuing requests.

www.FirstRanker.com
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Intermediary Models

Online Auction

* Are challenging the fixed price model = norm for the
* Are available in the B2B, B2C, and C2C markets.

* Broker intermediaries (uBid) = Most merchants auct
third party auctioneers.

* Direct sellers using dynamic pricing = When mercha
own Web sites.

* Sellers benefit: Obtain market price for goods and u
* Buyers benefit: Obtain a good deal & enjoying the s

www.FirstRanker.com
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Intermediary Models

Online Auction

* The downside: Buyer can waste a lot of time m

* Some auction houses offer a broad range of pr
* B2C auction from computers to travel (Ubic
* Niche markets specialist.
* C2C auctions in thousands of product categ

—>EBay innovative services include escrow, el
appraisal services.

www.FirstRanker.com
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Intermediary Models

A

Agent Models

. DO rEEresent either the buyer or the sel
pays their fee.

. In some cases they are legally obligated
interests of the party that hires them.

Agent Models Representing Sellers

*  All agents that represent the seller

Selling agents, manufacturer’s agents, i
virtual malls.

www.FirstRanker.com
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Intermediary Models

Selling Agent
. Represent a single firm = help sell its prc
*  Work for a commission.

Affiliate programs:

. Pay commissions to Web site owners fol
resulting in a sale.

. Some affiliates demand a share of the lif
customer as opposed to just a piece of t

. Amazon.com pioneered one of the first.

www.FirstRanker.com
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Intermediary Models

Manufacturer’'s Agent

* Aggregators = represent many sellers on one Web site.

* Offline = represent firms selling complementary products
* Online = create Web sites to help an entire industry sell it

—»Travel reservations Web sites = commissions are paid by t
represent = Expedia, Travelocity, Orbitz,

—Benefits: better deals & convenience.

* Catalog aggregators = In the B2B market:
* Each of the sellers has a broad catalog of product off

* (Challenge = gather the information from all of these
presentation on the Web site.

* Tools = catalog aggregator offers software that inter
internal database systems.

jTas‘b?j&miﬁ hep the suppliers use industry star?da
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Intermediary Models

* Buyer’s enterprise resource planning (ERP) systems
catalog customization and integration by more adva
agents.

* Customized catalogs features:
* Prenegotiated product offerings & prices,

* Spending limits for particular employees & automati
to the appropriate officer for approval,

* Recommending substitutions, notifying buyers of pre
processing orders, and tracking orders.

* Buyer benefits:
* Shorter order cycles, reduced inventories, & increase
* Lower order processing costs = paperless transaction

proposal (REP) and request for quote (RFQ), and inte

www.FirstRanker.com
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Intermediary Models

Metamediary

* An agent that represents a cluster of manufacturers, e-tai
organized around a life event or major asset purchase.

* Solves 4 major consumer problems:
* Reducing search times,
* Providing quality assurance about vendors,
* Facilitating transactions for a group of related purch:
* Providing relevant and unbiased content informatior

* Benefit for metamediary business partners = having traffi
cobranding with the metamediary.

* Receives commissions for referrals (completed transactio
—The key to success is consumer trust = careful selection of

www.FirstRanker.com
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Intermediary Models

Virtual Mall

* Host multiple online merchants in a model
shopping mall.

* Hosted merchants gain exposure from traff

* The mall gains through a variety of fees: lis
fees, and setup fees.

* Brick-and-mortar malls benefits:
* A desirable collection of stores in one location,
* Easy accessible from major highways,
* Ample free parking,
= none of these benefits apply online.

www.FirstRanker.com
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Intermediary Models

Virtual Mall

* 6 customer benefits:

1. Branding—consumers may be more comfortabl
listed on Yahoo! Store,

2. Availability of digital wallets: customers registe:
information only once, Availability of frequent ¢
reward consumers for shopping within the mall

3. A gift registry that operates across multiple stoi
4. A search facility to locate products in mall store
5. A recommendation service such as suggestions

www.FirstRanker.com
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Intermediary Models

Agent Models Representing Buyers

* Represent buyers.

* In traditional marketing: they often forge long- term
more firms,

* On the Internet: they represent any number of buye

cases.

* Shopping agents and reverse auctions help indi
prices they want,

—Buyer-cooperativespootbuyersfortargervolun

www.FirstRanker.com
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Intermediary Models

Shopping Agent
* Many feared that they would drive prices on the Int
margins.

* It did not happened because price is not the only fa
when making a purchase.

* Second-generation shopping agents = newer shopg
measure value and not just price (PriceScan and De:

* BizRate.com:
* Quantitative performance evaluation of a merchant,
* Rates online merchants based on customer feedback
* Posts a report card of past consumer experiences wi
* Shows the merchant’s stated business policies,

* Offers a rebate program for customers who buy fron

www.FirstRanker.com
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Intermediary Models

Reverse Auction
* Occurs at a Web site serving as purchasing agent fou

* Reverse auction:
* Buyer specifies a price and sellers bid for the buyer’s

* Buyer commits to buying at a specified price and the
or tries to get close enough to make the sale.

* Priceline.

Benefit to the seller = unloading excess inventory w
existing channels (airline seats/hotel rooms).

Benefit for the buyer = lower prices & satisfaction o
price.

BUT:

* Fewer choices of brand, suppliers, and product featu

* The reduced choice feature differentiates the produ
supplier's existing channel partners.

www.FirstRanker.com
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Intermediary Models

Buyer Cooperative = buyer aggregator:

* Pools many buyers together to drive down the price

* Benefit for individual buyer: price of volume buying.
—The more buyers, the lower the price in a step funcf

* Mercata, MobShop, and other cooperatives were nc
business models online and closed.

—The remaining online coops represent more traditic
= the Solar and Renewable Energy Cooperative .

—The Internet is capable of supporting this model.

www.FirstRanker.com
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Intermediary Models

3.  Online Retailing

. The most visible e-business models:
. Merchants set up online storefronts and sell to bi
. Delivery over the Internet for digital goods / shipy
. Any level of commitment from pure play to barel
. CODNOW.

. Pre-Internet presence carries brand equity, BUT

online success:

. Pure plays are free from the cultural constraints c

innovate quicker in response to customer needs.

. Some Internet pure plays are establishing brick-a
enhance branding through additional exposure ai
customers to experience their products.

. E*Trade and Gateway Computer = both extendec
presence in recent years.

www.FirstRanker.com
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Intermediary Models

Digital Products

. One great hope for the Internet isto serve asar
distribution of goods and services.

. BUT there is still a way to go.

- Content that can be digitized can be transmittec
. The New York Times digitally distributes an «
newspaper,
*  Thousands of radio stations broadcast live pi
a long history of online distribution.

. Distribution costs are significantly lower for digif
withnphssigaheisisibution.
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Intermediary Models

Tangible Products

* Many products sold online are still distributed throu

* Major record labels will not allow their music to be «

* The Internet consumer may make the purchase onlir
some carrier = distribution relatively inefficient,

* Consumers pay a premium for this service, which ma
purchasing online.

* Local regulations sometimes impede the direct distr
Wine.com, a wine distributor, has been forced by sc
operate through local intermediaries = lengthens its

www.FirstRanker.com
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bution Channel Metr;

ICS

* Does online commerce work?

* To answer this question:

—>Firms must consider its effectivenes.
reaching target market segments effe

efficiently.

www.FirstRanker.com
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B2C Market

* Online retailing is only a tiny fraction of all |

* In 2001, U.S. consumers spent $32.6 billion onli
sales.

* In 2001, 15% of Internet users purchased online
based on information they got on the Web.

* Online sales are unlikely to ever reach mort
sales.

—Because consumers are satisfied with brick-anc
they become dissatisfied, they will not switch t«

—>Firms should analyze which customers prefer w
specific products.

www.FirstRanker.com
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B2C Market

* What are U.S. consumers buying online?
* Computer hardware, toys, apparel, and travel (air t
* Apparel and toy purchases have gained in sales ove

* 2 strategies are particularly effective online:

* A high reach strategy of accumulating large numbe
effective conversion rates (visit the site and buy) fo
of low margin products and services (CDs/books) =

* A niche strategy with narrow focus on a particular |
such as luxury items or apparel = Dell.com.

www.FirstRanker.com
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B2C Market

* The best use of online retailing = a compler
channels = the customers choose between
Internet, or traditional catalogs.

* Additional measures:

* Which affiliations deliver the most users? This |
program effectiveness.

* What is happening to users referred from an af
* When and how do customers arrive at a Web si
* How long do users stay at a Web site?

* How is buyer behavior different from other use
* How frequently are visitors converted to custor
* Which channel partners deliver the most profit
[oyalones?

www.FirstRanker.com
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B2B Market

* The B2B market is big business:
—The Internet is a more efficient way for firms tc
—>They use the Web to search for suppliers,

—>They simply facilitate current relationships thrc
shipment tracking, and more.

* Metrics in the B2B + in B2C markets:
—>They relate to the e-marketing goals.

—>Critical to understand how e-commerce fits int
strategy, what the firm expects to accomplish tl
not it is working.

—>For B2B, metrics may look at time from order t
and other activities that reflect functions perfor
participants.

www.FirstRanker.com
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SALES PROMOTIO
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Promotion Offers

* Short-term incentives of gifts or money that facilitate the
producer to end user.

* Include coupons, rebates, product sampling, contests, swe
or low-cost gifts).

—Coupons, sampling, and contests/sweepstakes are widely |

* In 2004, Internet grcmc}tinns = 70% of the worldwide 5:
market (15% in 1999).

—>0Online sales promotion works = 3 to 5 times higher respon

—Online tactics are directed primarily to consumers / most
are directed to businesses in the distribution channel.

* Consumer sales promotions are used in combination with

* Uses: banner ad + good for drawing users to a Web sit
compelling them to return.

* Results: byild-brands. build databases, and support increas
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Coupons

* Coupons are big business online.

. Cnnlsavin§s.cmm and Valuepage.com are the top twi

coupons delivered via e-mail.

—>E-coupon firms also send e-mail notification as new
on the Web = to build brand loyalty.

—55% of online users prefer to receive e-mail coupor
and 18% prefer snail mail).

* H.O.T! coupons:
* Inthe top ten among the many firms offering electroi
* Provides local coupons (search the database by zip co

* Postal mailings result in 1-2% coupon redemption, bu
on the Web site + in a traditional mail package.

—When retailers drive customers to the Web site t

—_traditionatadvertising, coupon redemptiomincreases

www.FirstRanker.com
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co UPDHS

Search

- For H.0.T! Coupons
in your area

Search by Zp Code _
| | o

Search by Geograply

[EWTER YOUR CATY

oearch Intemationsl!

Alaska =|

T Welcome tnl-l o Enupnnl!

We are a leader in online coupons, saving:
products and services you use everyday n
Office or when you Travel. Just enter your
and click "GOI"

@d-ease Use our online ad de

Advertise on CUstomers into your
H.0.T! Coupons

HOTC 1?)/11'{." Join the Savings Clu
e

_)f?f"fff/fy personal coupon pac
new coupons and sp

darea,

Become a HO.TI! Ci
Metwork Partner and
revenue for your wek

H.O.T! Coupons Distributes Coupons in Most Local Areas

Source: www . hieay EvsRSRker.com
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Sampling

* Some sites allow users to sample digital product prio

—>Software companies provide free download of fully f
their products:

—Software expires in 30-60 days,
—Users can choose to purchase the software or remove

—>0Online music stores allow customers to sample 30-s¢
ordering the CD.

—>Market research firms often offer survey results
businesses to purchase reports.

www.FirstRanker.com
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Contests and Sweepstakes

* Contests require skill (trivia)/ sweepstakes involve pt

* Goal: draw traffic + keep users returning.

—>(Create excitement about brands & entice customers
—>Persuade users to move from page to page on a site
—>Users return to the site to check out the latest chanc

* Orbitz.com entered the market after competitors we

—The site drew 1.9 million customers in its first montk
sweepstakes featured in radio advertising.

—>Every visitor who registered on the site was eligible 1
ticket given away every hour, 24/7, for six weeks.

www.FirstRanker.com
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Click fo

N ..ﬁ / . . s
freestuff2000 |l E58ail :

The Internet is full of all kinds of wonderfi
FreeStuff2000 we bring you the best that
offer. You will find listed below some of t
Giveaways that we have located just for y
and look around|

If wou would like to be informed of the lat
sweepstakes and Freebies, then please
Games & Glveaways Newsletter. Let us k
to submit an item to be included in our W
MNewsletter.

Freestuff2000.com Consolidates Sales Promotions from Many Web Sites

Source: www . freestuff2000.com
www. FirstRanker.com
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Direct Marketing

* Direct marketing is “any direct communication to a «
recipient that is designed to generate a response in t
order), a request for further information (lead gener
store or other place of business for purchase of spec
service(s) (traffic generation).”

* |tincludes:

* Telemarketing, outgoing e-mail, and postal mail (& ca

* Targeted banner ads, other forms of advertising and :
direct response,

* E-mail and its wireless offspring, short message servit

www.FirstRanker.com
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E-Mail

* 8 billion e-mails a year flying over the Internet world

* User spends >1/3 of all time online managing e-mail.

* Marketing related e-mail = 22% of a typical Interne
unwanted spam.

* Advantages of E-mail over postal direct mail:

* No postage or printing charges: average cost e-mail
5.50 to $2.00.

* (Offers an immediate and convenient avenue for direc
sites using).

* (Can be automatically individualized to meet the need

www.FirstRanker.com
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E-mail
Delivery cont p-El' thousand $30
Creative costs to develop $1,000
Click through rate 10%
Customer conversion rate 5%
Execution time 3 weeks
Response time 48 hours

Metrics for Electronic and Postal Mail

Source: JupifRik EReaaifaticnsss cited in “E-mail and the different...”
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e e o e
To: Judy Strauss <jstrauss(@unr.edu>
From: MCI WorldCom <statement(@email.mciworld.com™>

Subject: Monthly Mileage Statement

Dear Judy Strauss,

Y our monthly statement helps you keep track of the AAdvantage
the MCI/AAdvantage program.

NTAGEONTHLY MILEAGE STATEMENT

MCI WorldCom Account Number: XXX

American Airlines Frequent Flyer Number: XXX
MCI AADVANTAGE MILES EARNED
ON YOUR LAST BILL:160

PROGRAM TO DATE:44785

See your miles online anytime. Go to Online Account Manager :
wWww.mci.com/service.

Aadvantage miles represented n this statement reflect your prior
AAdvantage miles have been sent for posting to your American .
Please allow 6-8 weeks for AAdvantage miles earned to appear o
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. 1

E-Mail

* Disadvantages:
* Spam (unsolicited e-mail),
* Difficulty in finding appropriate e-mail lists.

* Consumers are much more upset about spam then
postal mail.

* E-mail lists are hard to obtain and maintain. 3 ways t

1. Generated through Web site registrations, subs
purchase records,

2. Rented from a list broker,
3. Harvested from newsgroup postings or online e-mail

* 50% of the U.S. population has one or more e-mz
difficult to match them with individual customers
database:
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Opt-In, Opt-Out

* Opt-in e-mail address = users have agreed to receive com
interest to them.

* Brokers rent lists to charge a fee for each mailing. The cost
* 5150 CPM (Cost Per Thousand) for B2C market lists,
* 250 CPM for the B2B market [ typical B2C postal mail

* Web users have lots of opportunity to opt-in to mailing list:
checking a box and entering an e-mail address.

Lists with opt-in members get much higher response tha
rates of up to 90%.

—0Opt-in lists are successful because users receive cou
responding.

—Marketers are shifting marketing dollars directly to cons

purchasing advertising space
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Opt-In, Opt-Out

* Opt-out = users have to uncheck the box on a Web
on the e-mail list.

* Questionable practice because users do not al
thoroughly enough and may be upset at receiving e-

* Opt-in techniques = part of a traditional marketing sf
marketing: it is about turning strangers into custom

* How to do this?

—>Ask people what they are interested in, ask permissi
information, and then do it in an entertaining, educa
manner.

* Opt-in techniques are expected to evolve and grow
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Viral|Marketing

* Viral marketing

= When individuals forward e-mail to friends, co-worl
their e-mail lists

= Word of mouse.
* Viral marketing works and it’s free.

* Hotmail started with only a $50,000 promotion
needed to launch a brand in off ineﬁ:

* The firm sent e-mail telling folks about its Web-based
* After 6 months = 1 million registered users,

* After 18 months = 12 million subscribers + Microso
million in Microsoft stock.
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Shor

t Text Messaging (FMS)

Short text messages = 160 characters of text sent b
the Internet (with a cell phone or PDA).

Instant messaging = short messages sent among u:
same time.

SMS:

Uses a store-and-send technology = holds messages f
Is attractive to cell phone users to communicate quicl
Are charged cell phone minutes= minimal cost compa

Is easy = users do not have to open e-mail to send or
message on the phone keyboard.

200 billion short text messa%es a month were flyin
worldwide by the end of 2002.
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Shor

t Text Messaging (FMS)

How can marketers capitalize on SMS use?

* Marketers can build relationships by sending perm
customers when and where they want to receive it.

* A successful messages = short, personalized, interactive,
Notification of an upcoming flight delay, or an overnight st

* Heineken, used an SMS5 sales promotion to capitalize on ti
nights:

Point of purchase signs in pubs inviting customers to
phones and type in the word “play” as a text message

The customer received a series of 3 multiple choice q

Correctly answering all the questions scored a foc
verifiable number to the bartender) and 20% of all pl:

Feedback = a great promation...consumers found it
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Location-Based Marketing

* Location-based marketing = promotional offers that
devices and customized based on the user’s physical

* The technology:
—>A global positioning system (GPS) in a handheld devi
—>User address information stored in a database.

* Lycos spent $1.2 million in 2001 turninF some Bostol
intn animated billboards by sending relevant ads bas
ocation.

—>The GPS device sent physical coordinates to the ad s

:}fFinahnciaI ads were shown when the cab was in the fi
orth.
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* Netizens do not like unsolicited e-mail because it shit

from sender to recipient. Users developed the te
reference to this type of e-mail. Marketers must
marketing can work in reverse as well. Recipients o
can vent their opposition to thousands of users in
and to friends on e-mail lists, thereby quickly gener
the organization.

Spammers routinely harvest e-mail addresses fron
then spam all the newsgroup members. Spam lists c
public directories such as those provided by mar
student e-mail addresses. Spammers often hide the
so that the recipients cannot reply. Other uns
spamming through a legitimate organization’s e
message appears to come from an employee of that

www.FirstRanker.com
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* Incidentally, spam is a problem in the B2B market as wel

staff from the media complain about getting spam from
firms. Some measures have been put in place to lir
newsgroups filter spam, and most e-mail programs offer L
as well. There have also been a number of suits filed by
from spammers for the strain on their systems from the
messages. Remember that all unsolicited e-mail is conside
mail, when the e-mail is appropriate and useful to th
unsolicited or not.

It is increasingly common for opt-in lists to remind users th
spammed. Usually a disclaimer appears right at the beginn
receiving this message because you requested to be notifi
advises users how they can easily request to be removed f
since many users do not realize that they opted-in—espec

past or in an unrelated context.
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Privacy

* Databases drive e-mail marketing. This requires colle

both online and offline, and using it to send commer
Web pages, banners ads, and more. Astute marketer
consumers will readily give personal information to f
value and who do not share it with others unless give
example, Amazon.com has implicit permission to col
information in the database and serve it collectively
recommendations. Users don’t mind this because th
information and their privacy is guarded on an indivi
permission to send customers e-mail notification of |
each individual. When Amazon announced that it wc
databases with partners, there was a huge media ba
again, that firms who desire to build customer relati
privacy of customer data.
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The Internet as a Medium

* How do marketers view the Internet as just one
marketing communication messages?

* All channels of communication = TV, radio, newsp:
(e.g., kiosks, bus cards, and billboards), direct mail, a

* Marketers need to understand the major media’s ch
media characteristics to make appropriate choices
space.
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edium Is Not the Appliance

* Marketers should understand that the medium is not the s

appliance. Messages are sent by content sponsors in elect
telephone wires, or cable, and then received by the audier
called receivers) such as televisions, computers, radios, cel
Bear in mind that the receiving appliance is separate from

because this mind-set allows for flexibility. For example, c«
radio and television transmissions, and television can rece
such as radio and FAX machines, have limited receiving caj
more flexible. Today the computer is the only appliance th
digital multimedia electronic transmissions. This idea is bo
because of the business opportunities. Separating the mec
the door to new types of receiving appliances that are alsc
editing, and sending transmissions. 50, next time you think
remember that by the year 2008 it will be simply digitized

ways to a number of receiving devices.
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Media Characteristics

* Electronic media include network television, radio, cable
machine, cellular phone, and pager. We present these me
and pointcast on the basis of their capability to rea
audiences, or even individuals with different messag
competing for marketing communication dollars include pi
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dcast Media

* Broadcast media (TV and radio) have a number of st
reflected in Exhibit 13 - 7. TV penetration reaches over 98¢
-third owning three or more sets. TV remains the only me
to reach large numbers of consumers at one time, but it |
for 30 seconds of prime time in the U.S.). Radio’s penetra
every household and car has a radio. Radio advertising tin
for 60 seconds) and has excellent local market coverage.

* Narrowcast Medium

* Cable TV (CATV) is a narrowcast medium. It is called narro
contain very focused electronic content appealing to
example, cable channels such as CNN or ESPN are network
large audiences worldwide, but they still have very spe
advertising tends to be less expensive than broadcast ac
exceptions.
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Criterion TV Radio Nlagazine Newspaj
Involvement passive passive active active
“Media muit- audio fext and text and
Richness media graphic graphic
Geographic global local global local
Coverage

CPM low lowest high medium
Reach high medium low medium
Targeting good good excellent good
Track fair fair fair fair
effectiveness

Message poor good poor good
Mexibility

strengths and Waaknesserof pdaicsdtedia
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Pointcast Media

* The folks at www.pointcast.com, who brought indi
every computer desktop, coined the term pointc
electronic media with the capability of transmitting
person, such as the Internet and the cell phone. Po
either personalized or standardized messages in bul
those who have the equipment to receive them,
transmit a single message back to the sender us
Receiving devices include pagers, cell phones, PI
machines, and more. FAX machines are the only
where unsolicited marketing communications are ill
of receiving messages.
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¥

Media Characteristic:e

L™

* From a media buyer's perspective, the strengths of the Internet inclu
Web content by using databases, ability to track advertising effective
delivery timing, ability to reach global markets with one advertising b
interactivity. The Internet is the first electronic medium to allow activ
media), and it is the first and best medium for interactivity. In fact, m
create their own content. The Internet’s weaknesses include the inahb
video delivery to most due to low broadband penetration, and incom
the weaknesses of the Net are in the process of being remedied. Aud
weakness, though companies such as Jupiter Media Metrix and Niels
improvements in this area.
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Media Characteristic:e

¥

L™

Print Media

Print media include newspapers (local and national) and
compared to print media because its content is text anc
many traditional print media publishers maintain online v
radio, print media allow for active viewing: Readers cai
interests them, sometimes spending quite a bit of time n
magazine advertising space is much more expensive than

Direct Mail

Finally, like the Internet, direct mail allows for more select
medium, can be personalized, gives good message and tim
for measuring effectiveness because of response tracking
mail has a poor image (junk mail) and high costs for produ
e-mail has low costs but limited market coverage compare

changing as companies build extensive e-mail databases.
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Which Media and Vehigles to Bu

* Marketers spent more of their 2001 media budget
radio or outdoor, but much less than on televi
generalization is interesting, but not very useful for
combination of media to achieve marketing co
particular campaign and brand. Media planners
efficient media buys. Effectiveness means reaching a
the target market, and efficiency means doing so at t
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Efficient Internet Buys

* To measure efficiency before buying advertising s
metric called CPM (cost per thousand). This is calculz
dividing it by the audience size, and then multiplying
x 1,000). Internet audience size is counted using in
times an ad was served to unique site visitors. For e
banner ad at MediaPost.com, an advertising an
received 2.4 million impressions and cost $168,000
(Incidentally, this firm charges an additional $10 CPI
position.) CPM is used because it allows for effic
various media and vehicles within the media (e.g., a |
site). If the audience for certain media vehicles
(effective buy), CPM calculations will determine

Magazines are usually the most expensive media to
is often the least expensive.

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com

Efficient Internet Buys

* Typical Web CPM prices are $7 to $15 CPM (Hallerman

because it reaches a select target in the B2B market. Acct
2002, the CPM ranges between 575 and $200 for e-mail a
for e-mail newsletter sponsorship.

It is interesting to note that only 50% of Web site advertisii
model (PricewaterhouseCoopers 2002). Unlike most trac
advertisers pay based on performance, and the remainder
two models. Performance-based payment, often called ¢
schemes such as payment for each click on the ad, payme
or payment for each sales lead. This type of pricing is ben
for Web sites that must depend partially on the power of 1
revenues.

CPM, CPA, and other online advertising pricing models are
picture. As noted later in this chapter, marketers use man

efficiency of their advertising while it is running.
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Effec

tive Internet Buys

* Once a firm decides to buy online advertising (mediu

which vehicle (individual site) to use. As noted earli
the Web site(s) and e-mail lists with audiences that
target markets. Beyond that important princip
innovative technology strategies to reach narrowly t

Advertisers trying to reach the largest number of L
portals such as Yahoo! and AOL. Exhibit 13 - 8 displz
worldwide in January 2002. While this is only :
Microsoft (MSN sites including Hotmail), and Yahoo!
five in most countries. Note that an advertiser buyin
cannot amass a million sets of eyeballs. This is furthe
not very effective at reaching the masses, but is
markets.
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Effec

tive Internet Buys

* Ad servers track user click-streams via cookies anc
behavior. One such firm, DoubleClick, served 55 billi
with client Web pages during May 2002. This repre
the same ads, because Nielsen-Netratings reports on
in April 2002. DoubleClick technology can detect a us
goes to a second client site (click stream), and serve
based on the user’s interests. DoubleClick data from
revealed that 43.8% of its ads were targeted by key
manner, while 5.5% were served to specific geograp
of day (“DoubleClick Ad Serving...” 2002). Many V
targeting by day, time, user geography or domain (e.
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Effective Internet Buys

* Another targeting approach, keyword advertising, refers to se
sites. For example, advertisers can buy the word automobile, :
word, the advertiser’s banner or message will appear on the r
are more expensive because they deliver a more highly target
step further by ordering the search query return page keywor
most relevant ad tops the list of four or eight on the page. Gorc
placement on its key word search (called AdWords). The amol
Google varies widely; depending on the popularity of the key \
$10,000 to $500,000 per month.
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Web Property Uni

Wo
Microsoft Corporation 269
Yahoo Inc. 219
AOL Time Warner 169
Terra Lycos 143
Google Inc. 93.2
Amazon.com Inc. T79.(
CNET Networks Inc. 75.1
Primedia Inc. 72.1
U.S. Government 56.1
EBay 55.6

ropontine Properties by Parent Company for fanuary 2002
r m.ﬁﬁﬂtaghrﬁg .
Calrre: m
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IMC Metrics

* Savvy marketers set specific objectives for their IMC

* Then they track progress toward those goals by mon
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Definition/formula
I
CPM : Cost Per Thousand [Impressions
CPM = [Total Cost|+ (Impressions)] =
1000
Click-through rate Number of clicks as percent of total
(CTR) impressions

CTR = Clicks + Impressions

Cost Per Click (CPC) Cost for each visitor from ad click
CPC = Total Ad Cost + Clicks

Conversion Rate Percent of people who purchased from
total number of visitors
Conversion Rate = Orders + Visitors

Customer Total marketing costs to acquire a
Acquisition Cost customer
(CAC)

IMC Metrics and Industry Averages

Sources: *Hallerman (2002); data from www.eMarketer.com; *Saunders (2001
Serving..." (2002); ® data from shop.org; “data from www.computerworld.com

. ;ﬁﬁ :Fimmaglmr.cim 2002)



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com

Overview

Overview of E-Marketing Communication Issues
Integrated Marketing Communication (IMC)
Marketing Communication Tools
Hierarchy of Effects Model
Branding Versus Direct-Response
Internet Advertising
Trends In Internet Advertising
Internet Advertising Formats
Marketing Public Relations (MPR)
Web Site
Community Building
Online Events
Sales Promotion Offers
Coupons
Sampling

Direct Mark
E_
0
Vi
St
Lc
5|
P
The Internet
Tl
N
W
IMC Metrics
Ef
Y

Contests FHId weepstakes
Www. FirstikRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

Effectiveness Evidence

Banner ads are generally ineffective: 0.5% of all user

Exceptions:
* Rich media ads receive an average 2.4% click-through
* The Mexican Fiesta Americana Hotels = 10.2% click-th

—>By narrow targeting = Americans living in 7 Eastern s
airline ticket to Cancun + were online 2 to 7 P.M. Mor

If users do click, they are likely to buy:
* 61% people who clicked, purchased within 30 minute
* 38% purchased within eight to 30 days later.

E-mail = 3 to 10% click-through to the sponsor’s !
conversion rate.

—Catalog companies & retailers realize > 9% click-throu

www.FirstRanker.com
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Effectiveness Evidence

* When banner ads are viewed as a branding medium:

* They increase brand awareness & message associatio
* Build brand favorability & purchase intent.

* When online ads are bigger + placed as inters
multimedia = they delivered an even greater impact.

—>Large rectangles are 3 to 6 times more effective thz
increasing brand awareness.

* Online + offline advertising work well together.

—The Internet is as effective for increasing brand aw
and purchase intent as TV and print—but much mor

www.FirstRanker.com
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Metrics Example

How does a firm evaluates the effectiveness of its Ii

* iGo, an online retailer selling batteries and small elec
and online.

* Its Internet buy = from a simple text link to buttons, |
sponsorships at major portals.

* The spreadsheet estimates click-through percentage
might order, number of visitors that might visit the if
number of orders expected, and cost of the ad.

* Effectiveness measures: average order value and mo

» Results: 1/2 million S in profits + 3.5 million visitors t

www.FirstRanker.com



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

» FirstRanker.com

A Firstranker's choice

www.FirstRanker.com www.FirstRanker.com
Est. Est.
Yearly
Type Impressions | Click % Conv.
& N |
E-commerce text link
400,000,000 0.20%  0.60%
Shopping Channel
Computing - anchor
8,500,000 300%  2.00%
Computing - sponsor
PUing - 5po 1,700,000 300%  2.00%
Home page
10,000,000 1.10%  1.50%
- 3 il .

:mffﬁtﬂanl{ﬁr.mm ided by Brian C iG
Cryiiree:

Visi

80

25,

il
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Variables

AQV

Incremental Order (annual)

Gross Margin

Click Rate

Conversion

iGo Effectiveness Measures

Source: Adapted from information provided by Brian Casey, iGo

www.FirstRanker.com
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Reviaw Questions

|

0

What is integrated marketing communication
important?

What is the hierarchy of effects model and ho
and low-involvement product decisions?
What is the difference between brand adverti
advertising?

What are the three main vehicles for advertisi

What are the advantages and disadvantages o
formats of banners, buttons, skyscrapers, inte
superstititals?

What are some ways companies are using the
public relations, sales promotion, and direct rr

How does permission marketing differ from vi
List examples of broadcast, narrowcast, and pi

What are the strengths and weaknesses of the
medium?

10, Identify several ways to measure the Web auc

s HigRES L g2ch-
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Discussion Questions

The more successful list brokers are in selling their lis
value of those lists.” Do you agree or disagree—and v

How effective is banner advertising compared with ot
Is there a danger in letting sponsorship blend with co

If you were running an online ad campaign for Nike, b
ad budget? Why?

Why would manufacturers invite consumers to search
the Web? Might this encourage customers who were
simply use the Net to lower their costs?

Some U.S. sites draw one-third of their visitors from ¢
the value of advertising at these sites? Why or why nc

“You should aim to be consultative not persuasive in
for marketing communication.” What does this mean
behind this statement?

www.FirstRanker.com
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Ovarview of
E-Marketing Communicat

Internet marketing is a powerful way to start and str
customers.

But users are in control = marketers must design anc
that capture and hold audience attention.

—Users delete unwanted e-mail + click away when Wel
desired information or products.

—Consumers can disseminate their attitudes and brand
Web postings.

Technology for convenience +value-added product e
capturing attention and winning long-term customer

Technology lowers the costs: companies spend abou

Web-based su;éué)c?t (S33 with phone, $9.99 with e-r

www.FirstRanker.com
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Integrated Marketing Commur

* A cross-functional process for planning, executing, a
communications designed to profitably acquire, reta

—Cross-functional

= Every contact that a customer has with a firm or its
images,

= An employee, a Web site, a magazine ad, a catalog,
and the product itself.

* Online + offline contact experiences need to commu
create and support positive brand relationships with

—>The product experience,
+ Pricing level,
+ Distribution channels enhance the firm’s marketi
wabvandpaaad-edfline media to present a strong b
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Integrated Marketi

ng Commur

* Profitable customer relationships are key to

—>Not all customers are equally valuable.
—Technology monitor and pay more attention to

* IMC strategy:

* Understanding of the target stakeholders, the b

internal / external factors.

* Marketers select specific tools to achieve their ¢

* After implementation, they measure execution
adjustments, and evaluate the results.

www.FirstRanker.com
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Marketing Communication Tools

* Consists of both planned and unplanned messages b
customers + those among customers:

Planned messages = to inform or persuade their targe
Unplanned messages = word of mouth among consur

Impossible for companies to directly manage unplann
consumers have more control over communication ol

Firms concentrate on creating positive product experi
messages will be positive.

* Internet MarCom from the perspective of the traditi

Advertising,

Sales promotions,

Marketing public relations (MPR),

Direct marketing,

Personal selling, face-to-face = inappropriate for use «

www.FirstRanker.com
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Marketing Communication Tools

* Using technologies, e-marketers can enhanc
and efficiency of traditional MarCom with:

* Text / multimedia messages carried via \
* Databases to store information,

* New Web development, browsing, and ¢
facilitate Internet communication,

* Digital receiving devices from PCs to cell
multimedia messages.

www.FirstRanker.com
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Hieragrchy of Effects Model

* AIDA model (awareness, interest, desire, and action
hierarchy of effects model guides marketers’ selecti
MarCom tools for use on the Internet.

* Both models suggest that consumers:

* Become aware of and learn about a new produc
awareness and knowledge,

* Develop a positive or negative attitude about it
preference,

* Move to purchasing it (do).
—E-marketers must select the appropriate IV

www.FirstRanker.com
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Preference

High Involvement
Awareness Cognitive
Knowledge (think)
Liking Attitude
Preference (feel)
Conviction Behavior
Purchase (do)

Aware

Purcha

Liking

Tradinonal Medapwhla@irstRamtide donts for High- and Low-Involvement Product



FirstRanker.com
https://firstranker.com/
https://firstranker.com/

:l » FirstRanker.com

A Firstranker's choice
www.FirstRanker.com www.FirstRanker.com

Hieragrchy of Effects Model

* To encourage online transactions (behavior):

* Needs more persuasive communication messages tha
transaction on the Web site, over the telephone, and

* Postpurchase behavior to build customer satisfaction after
* E-mail is especially well suited for this goal.

* The hierarchy of effects model helps marketers understan
relation to the purchase cycle, The firm can select :

* Appropriate communication objectives,
* Strategies that will move consumers closer to purcha:s

* Some tools are more appropriate for building awareness a
{adverﬁtising,ﬁ public relat!nns} and others are more suited f

; p nal s
www.FirstRanker.com
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Branding Versus Direct-Response

* Marketing communication can be used to build brand equ
response in the form of a transaction or some other behav

* Brand advertising online:
* Put the brand name and product benefits in front of 1
* Works at the awareness and attitude levels of the hie

* Direct-response advertising:
* Motivate action,
* Primarily works at the behavioral level.

* Marketers tend to focus on only one type of strategy in ea

* _Marketers hope that all communication will contribute to

consumegs must first be made aware of a product before t
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Internet Advertising

* Advertising = nonpersonal communication of inform

media, usually persuasive in nature about products c
by an identified sponsor.

* All paid space on a Web site or in an e-mail is consids

* Internet advertising parallels traditional media adver
content and then sell space to outside advertisers.

* This is confusing, especially when a house banner ap
site.

* The key is exchange: If a firm pays money for space i
creates, the content is considered advertising.
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Trenc

Is In Internet Advertising

Internet advertising in the United States:
* Began with the first banner ads on Hotwired.com in 1

* Reached 51 billion in 1998, grew to $8.2 billion in 200
(economic recession and dot-com bankruptcies).

* Total advertising expenditures in the United States ir
compared with more than $400 billion worldwide in

* In 2001 Internet firms with space to sell only capture

* This proportion has remained constant: companies s
advertising budgets in 1999 on the Internet.

* Averages can be misleading—the Internet is an impc

for-particttar-industries-and-firms,-but-notforall.

www.FirstRanker.com
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Trends In Internet Advertising

* Which industries are advertising online? Most ad spe
following product categories in 2001:

* consumer related (30%)
computing (18%)
financial services (12%)
media (12%)

business services (9%)

* This represents an increase in consumer-related, me
expenditures over time.

* Note that retailers comprise 50% of consumer relate

www.FirstRanker.com
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Internet Advertising Formats

* 3 major vehicles for Internet advertising = E-mail, wil
and Web sites:

* E-mail and wireless = text-based.
* Web advertising usually includes multimedia content.

* HTML and multimedia e-mail messages sent from a f
users are direct marketing, not advertising.

* Most advertising expenditures in 2001 were:
* For banner ads,
* For sponsorships,
* For classifieds,
* For slotting fees,
* For keyword search,

* For @uldhstRanker.com
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E-majl Advertising

* E-mail advertising:
* The least expensive type of online advertising,
* Just a few sentences of text embedded in another firr

* Advertisers purchase space in the e-mail sponsored |

* E-mail ad are purchased to accompany e-mail discus:
members using the former Listbot service.

* Firms sponsor e-mail newsletters such as those sent

* Many users still prefer text based e-mail due to its fa

www.FirstRanker.com
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Wireless Advertising

* Forward-thinking marketers are closely watching de\
device market. PDAs, cell phones and laptop comput
penetration.

* 4 promising marketing communication techniques fc
* Free mobile content delivery (marketing public relatic
* Content sponsored advertising,

* 2 direct marketing techniques:
* Location marketing,
* Short message services (SMS).

* Content sponsored advertising for mobile devices =1
banners and other ads that sponsor Web content.

* Mobile ads employ the pull model of aduertisinﬁz uSE
mohil 1 ide.

www.FirstRanker.com
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Wireless Advertising

* Mobile ads are a new area with great promise and many u

* Current debate: whether mobile users would rather pay fc
advertising sponsored content.

— Users are receptive to mobile ads, 86% said there should be

—»64% of respondents said they would not embrace mobile ad
whether or not to receive messages.

* Several major issues may affect the future of mobile adver

* Wireless bandwidth is currently small, advertising content in
the requested information.

* The smaller screen size of cell phones and PDAs greatly limit
* |t requires different techniques to track advertising effective

* Most mobile users must pay their service provider by the mi
—and many do not want to pay for the time it takes to recei

www.FirstRanker.com
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Web Site Advertising Formats

Web Site Advertising Formats

* Anything goes with Web advertising: text, graphics,
Energizer Bunny hopping through a page.

Interactive Formats
* Banners, buttons, skyscrapers, and other interactive
designated space for rent on Web pages:
* Buttons are square or round and banners are re
* There are standard dimensions for interactive fc

* The newest look for interactive formats: skyscra
large rectangles (360 X 300 pixels).

www.FirstRanker.com
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Click Here No\

No, Herel

480 X 60 Pixels

120 X 60 Pixels

Three Most Cuwﬁmﬁgftéhmlﬂ Banner, Button 2, and Microbar
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Site Advertising Formats

Some observers thought that the industry would eve
ad sizes.

BUT newer sizes and formats break through the onlir
attention better than do standard banners.

Suggested ad sizes to attempt to create industry star
* Five differently sized rectangles and pop-ups,
* Seven banners and buttons,
* Two skyscrapers.

www.FirstRanker.com
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Site Advertising Formats

* All ads in this category are interactive:

* Click-through to the advertiser’'s Web site,

* Some banners sense the position of the mouse on the
faster as the user approaches,

* Built-in games,

* Drop-down menus, check boxes, and search boxes to
user.

* One downside of animated and highly interactive banners

more bandwidth:

* Ads under 9K in size usually appear before most conts
* The ad is spotlighted on the user’s screen if only for a

load
hyperlipkilodeanedhe page before the ad loads.
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Web Site Advertising Formats

* With increased bandwidth and high-speed Net delive
interactive banners may become more important in

* How effective is banner advertising?

* E-marketers should measure results against the
determine effectiveness.

* Research shows that Web banners help build br
click-through (on average less than 0.5%).

www.FirstRanker.com
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Sponsorships

* Sponsorships integrate editorial content and adverti

* Most traditional media clearly separate content fron

* Exception = women’s magazines:
* Fashion advertisers get mentions of their clothing in z

* |t gives advertisers additional exposure and creates tf
publication endorses their products.

—This blending of content by two firms is becoming in
sites = 26% of all Web advertising expenditures.

* Sponsorships are important on the Web:

* Banners are easily overlooked by users,
* Tore firms build synergistic partnerships to provide v

www.FirstRanker.com
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Sponsorships

* Sponsorships are well suited for the Web because:

* The commercial side of the Web consists of a series o
targets.

* Sponsorships are an increasing source of advertising 1
interactive possibilities.

* Candystand Web site, sponsored by Life Savers cand

* Each link at the site leads to a game sponsored by on:e

* Consumers know that this content is brought to them
with Candystand.

* Some people worry about the ethics of sponsorships
identify the content author(s).

www.FirstRanker.com
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Slotting Fees

* “Afee charged to advertisers by media companies tc
on their site, category exclusivity or some other spec

* Special positioning comprises 8% of all advertising fo

—>Search engines charge for the top few positions in sez

—>In the attention economy a better ad or hyperlink po
being seen.

* They parallel traditional print advertising practices.

* It is analogous to the slotting fee charged by retailer:
position.

www.FirstRanker.com
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i tttats, Superst
and Other Rich Medi

* Interstitials:
* Java-based ads that appear while the publisher’:
* Represent only 3% of all Web advertising expen

* Held great promise when they first introduced, |
increased for the last few years.

* Why? hard to execute properly + give the impre
waiting time.
* http://www.tripsmarter.com/onlinemedia/new!
* Superstitials:

* Videolike ads timed to appear when a user movi
of a Web site to another.

* Look like mini videos, using Flash technology an
entertaining and fast.

* The advantage: don’t slow page download time.

Www.u .
www.FirstRanker.com
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i tttats, Superst
and Other Rich Medi

* The Shoshkele:
* 5-8 second Flash animation that runs through a’
attention.

* The Energizer Bunny was among the first, creati
hopped through and interrupted the page text.

* These ads are enjoyable to some and invasive tc
be stopped.

* http://www.unitedvirtualities.com/

* Web technology allows for many interesting
advertising formats,
—BUT, Marketing communication success is abou

audlaucemmtuthe.ng.hLmessag.e.aLthe.ught tim

www.FirstRanker.com
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Marketing Public Relations (MPR)

* Activities that influence public opinion and «
organization.

* Use: create goodwill among different public

= Company shareholders & employees, the
local community, consumers, business buye
stakeholder groups.

* Includes brand-related activities and non-paid, t
to positively influence target markets.

* Portion of PR directed to the firm’s customers ai
build awareness and positive attitudes about its

* MPR activities using Internet technology include

- itself, online community building, and online eve

www.FirstRanker.com
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Web [Site

* Web sites are MPR tools = electronic brochure with current produ

* “ Marketers allocate more resources to online site development t
to increase their profitability. Improving the customers’ experienc

* Although it costs the firm money to create such a Web site, it is n
space on another firm’'s site).

* Brochureware = sites that exist only to inform customers about p

* Firms usually include press releases about brands on their Web sites
or the Web to media firms for publishing.

* Advantages of using the Web for publishing product information:
* The Web is a low-cost alternative to paper brochures or press releas:
* Web page content is always current = Product information is update:

—The-Webcanreachmew prospectswhoaresearching for-particular p

www.FirstRanker.com
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What do Web Users Want?

What most users want:

» Value.

» Users want quick information, entertainmen
goals such as buying merchandise at Web s

+ Information acquisition.

* some people acquire and organize informat
prefer aural or tactile cues. It is safest to pro
different formats to accommodate all styles.

—Microsoft site allows users to search four
type/ keywords/alphabetical list of products/|
+ Information overload.

« Everyone suffers from this, but it becomes
face the plethora of online treasures = g

required. .

www.FirstRanker.com
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t do Web Users W:

Ant?

- Short attention span.

» Users wait 7-10 seconds
quickly, trying to find what

for a page to ¢
they want, and r

don’t find it = page layout, navigation need to ass

- Lost in cyberspace.

* |t is easy to get lost within or among W
indexes, and good organization of pages an

« Content anywhere, anytime.

* The wireless Web sends content to users wi
and other mobile devices. Firms create spec

devices.

www.FirstRanker.com
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Sear

ch Engine Optimization (SE!

SEOQ is unigue to the online environment: 47% of Web use
way they find products or online stores is through search ¢

The top 10 results to a search query get 78% more traffic t
firms use SEO to be sure their site is high on the list.

How?

* Register with the top and niche search engines for the
engine robots are constantly looking for new Web paj
the process.

* Use key words that describe their sites in hidden HTN
engines (Meta tags).

* Craft the text and titles on their pages to reflect these
different spellings of key words that users might type

Remember that many search engines charge a slotting fee
they pay for the links or clicks-throughs.

To stay high on the listing of search results, SEQ strategies

www.FirstRanker.com
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Method Percent
Changing meta-tags 61
Changimgpage titles 44
Reciprocal linking 32
_Pl.:rciaaing multiple domain names 28
Multiple home pages (doorways) 21
Hiding keywords in background 18
Paid links/ pay per click 13
None of the above 13

Methods Used to Improve Search Engine Rankings

Source-Adapted from www lconocast com

www.FirstRanker.com
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Community Building

* Sites build community through online chat rooms, discussi

* Amazon allows users to:
* Write their own book reviews,
* Read and rate the reviews of others.

* Online interest communities

= One of the Net's big promises that is being fulfilled for
marketers

= For business communities & consumer groups.

www.FirstRanker.com
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Online Events

* Online events are designed to generate user interest and c

* Most memorable commercial online event = in 1999 whe
based fashion show.
—Announced it in advertisements in the New York Tim
and other traditional media.

—1.2 million visitors, an 82% increase in Web traffic anc
not handle all the traffic. As bandwidth problems d
multimedia events.

* Companies and organizations can hold seminars, workshoj
* Companies use forthcoming events as legitimate reas

as well as their existing clients.
* |t saves considerable time and cost compared to hold

SemM'FimtRanknr.cnm
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Overview

Overview of E-Marketing Communication Issues
Integrated Marketing Communication (IMC)
Marketing Communication Tools
Hierarchy of Effects Model
Branding Versus Direct-Response
Internet Advertising
Trends In Internet Advertising
Internet Advertising Formats
Marketing Public Relations (MPR)
Web Site
Community Building
Online Events
Sales Promotion Offers
Coupons
Sampling

Direct Mark
E_
0
Vi
St
Lc
5|
P
The Internet
Tl
N
W
IMC Metrics
E
Y

Contests FHId weepstakes
Www. FirstikRanker.com
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Sales|Promotion Offers

* Short-term incentives of gifts or mone
movement of products from producer to en

* Include coupons, rebates, product
sweepstakes, and premiums (free or low-co

—Coupons, sampling, and contests/sweepstake:
Internet.

* In 2004, Internet promotions = 70% of the \
dollar promotional market (15% in 1999).

—>0Online sales promotion works = 3 to 5 times |
with direct mail.

—Q0nline_tactics_are directed primarily to_consu
promwatroadacticsare directed to businesses in t
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Coupons

* Coupons are big business online.

* Coolsavings.com and Valuepage.com are the top twi
coupons delivered via e-mail.

—>E-coupon firms also send e-mail notification as new .
the Web = to build brand loyalty.

—>55% of online users prefer to receive e-mail coupons
18% prefer snail mail).

* H.O.T! coupons:
* In the top ten among the many firms offering electror
* Provides local coupons (search the database by zip co

* Postal mailings result in 1-2% coupon redemption, bu
on the Web site + in a traditional mail package.

= Wienmretaiters drive costomers o the Webhrsitethroug
wanlv ETtdsagkenogan redemption increases substantially
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co UPDHS

Search

- For H.0.T! Coupons
in your area

Search by Zp Code _
| | o

Search by Geograply

[EWTER YOUR CATY

oearch Intemationsl!

Alaska =|

T Welcome tnl-l o Enupnnl!

We are a leader in online coupons, saving:
products and services you use everyday n
Office or when you Travel. Just enter your
and click "GOI"

@d-ease Use our online ad de

Advertise on CUstomers into your
H.0.T! Coupons

HOTC 1?)/11'{." Join the Savings Clu
e

_)f?f"fff/fy personal coupon pac
new coupons and sp

darea,

Become a HO.TI! Ci
Metwork Partner and
revenue for your wek

H.O.T! Coupons Distributes Coupons in Most Local Areas

Source: www . hieay EvsRSRker.com
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Sampling

* Some sites allow users to sample digital product prio

—>Software companies provide free download of fully f
their products:

—Software expires in 30-60 days,
—Users can choose to purchase the software or remove

—>0Online music stores allow customers to sample 30-s¢
ordering the CD.

—>Market research firms often offer survey results
businesses to purchase reports.

www.FirstRanker.com
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Contests and Sweepstakes

* Contests require skill (trivia)/ sweepstakes involve pt

* Goal: draw traffic + keep users returning.
—Create excitement about brands & entice customers 1
—Persuade users to move from page to page on a site -
—>Users return to the site to check out the latest chance

* Orbitz.com entered the market after competitors we

—The site drew 1.9 million customers in its first month
sweepstakes featured in radio advertising.

—>Every visitor who registered on the site was eligible fc
given away every hour, 24/7, for six weeks.

www.FirstRanker.com
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