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International Issues

There are many obstacles to the growth of e-commerce:
 Reach: Although the majority of U.S. households now have computers connected to

the Internet, a very large minority does not, and penetration rates are considerably
lower in some countries. In foreign countries, even those households that have
computers may be reluctant to spend time online due to the per minute charges,
which discourage the more leisurely “browsing” American style.

 Concerns about privacy: A number of consumers are concerned about giving up
information to marketers that can easily be collected electronically. Naturally, few
consumers would like information about their medical status widely collected by
firms, but many consumers are even reluctant to have marketers know the ages of
their children and past book purchase records.

 Reputational issues: Although not as much as a problem before, firms operating
online or through direct mail have often been viewed with suspicion since consumers
may question whether they will be around if they do not deliver satisfactorily.

 Costs. During the “boom,” Internet firms were not expected to be efficient and thus
developed bad habits. Although shipping and handling charges can help cover costs
of shipping and administration, these often take away the attractiveness of Internet
shopping. The most successful e-commerce firms turn out to be the ones that have
been successful doing other kinds of direct marketing (e.g., catalog sales) before and
have developed the discipline and efficiency required there. For products that have
relatively high absolute margins—e.g., computers—there is more money to cover
administrative costs.

 Language. Since the Internet reaches around the world, it is often difficult to match
viewers with their preferred languages. Because U.S. firms and individuals tended to
predominate among those first to occupy the Web, most sites are in U.S. English.
British speakers of English generally do not perceive American English as American—
they tend to perceive spelling such as “color” rather than their “colour” as
misspellings. French consumers do not like to have to click to get from an English
language to a French language site. It is estimated that by the year 2007, the
majority of web surfers will not be comfortable in English and will want sites in their
own languages.

 Government regulations: In the U.S., the government has tried to keep its hands off
the Net as much as possible to foster its growth as a trade area, and a recently
expired moratorium on new sales taxes was even instituted. However, governments
in many other countries are more forceful in their regulations. In countries such as
China, where sites can be used to spread “subversive” ideas, there is a great deal of
government scrutiny and suspicion.

 Cultural obstacles are often severe. The whole purpose of the web is to make



information readily available. In countries where information is closely guarded, that
is a frightening idea. There is often also a desire for personal interaction, which may
be required to establish the trust needed to secure a deal.

 Payment issues. U.S. consumers exposed to credit card fraud have very limited
liabilities, but these protections do not exist to the same extent in Europe or Asia. In
China, much of the purpose of the Internet is defeated with some 80% of transactions
being completed off-line, usually with funding instruments other than credit cards.

As is the case with products and promotion in general, firms need to make choices as to how
much they should customize web sites to work across various cultures. A recent study found
that consumers in Italy, India, the Netherlands, Switzerland, and Spain showed a more favorable
attitude toward web sites that had been adapted for the local culture. Generally, these
consumers also reported higher likelihood of purchase, although the magnitude of this effect
varied considerably among countries.

Levels of commitment and approaches to international web site presence varies (Siegel 2004).
Some firms choose to maintain an exclusively domestic presence. These firms may feel that the
work associated with branching out to other countries is not worth the potential returns. If
customers in other countries are well served and geographical closeness to the customer is
important, it may not be worthwhile to enter into other countries. There may also be
considerable paperwork involved in obtaining licenses and other approvals to export and/or to
serve customers in different customers. If a physical item is shipped, each individual shipment
may also involve a greater deal of paperwork. Some firms choose to operate “passively” on the
international scene—they may take orders from foreign countries but will not actively seek them
out. On the continuum between customization and standardization, “glocals” fall toward the
customization side. These firms optimize sites for the local situation. “Globals,” in contrast,
seek standardization. In practice, most firms need to strike a balance between the two. Singh
and Pereira (2005—see also http://theculturallycustomizedwebsite.com/) offer suggestions for
appropriate adaptations based on cultural characteristics.

Regional Internet readiness assessment. It is well known that Internet access is better in some
areas of the world than in others. There are, however, large variations within countries in
terms of their Internet readiness. Some areas of Brazil and Mexico, for example, tend to offer
poor access while other regions in those countries are better connected.

Assessing Internet readiness is not a simple task. One variable, of course, is the proportion of
the population that has access. However, the quality of this access is also important,
particularly in terms of speed and reliability. The cost of service—and particularly the marginal
cost—is also important in encouraging use. In areas where access is unlimited, consumers are
more likely to browse and seek useful information. In areas where access is either metered or
where there is a per-minute charge for local telephone connections, the resulting costs can
greatly discourage use. Note that, if access costs the equivalent of three cents per minute, a
daily one hour connection will cost $1.80, amounting to more than $50 per month in addition to
the cost of the Internet service itself.

Language issues. It is estimated that in 2000, individuals with English as a first language ceased
to be a majority on the Internet. One estimate holds that only 42% of Internet users speak
English even to some extent. (Siegel 2004). Note that around the world, British, as opposed to
American, English is usually considered the standard.

Language display. On most desktop computer systems today, Latin-based alphabets are
displayed based on one “byte” of information—a series of eight binary numbers allowing for 256
possibilities. This is not enough to display Cyrillic, Arabic, Chinese, and Japanese characters. If
appropriate adapters are not used, browsers such as Internet Explorer may not able to correctly
display these characters.



Web site customization: Please see The Culturally Customized Web Site.

Taking Marketing to the Net: Issues and Classifications

Issues and Categorization

Home. Some firms are “brick” only—i.e., they only have traditional stores and do not
sell online. Most grocery stores fall into this category. Others—such as Amazon.com—are “click
only”—they only exist online. Others have at least some presence in both—e.g., although Wal-
Mart is mostly a retail store, the firm also sells over the Internet. The order of entry issue has
been discussed previously. In summary, early entry may help pre-empt the association with the
category, but early entrants face high levels of “infant mortality” by failing in the market
before they can become profitable. Later entrants may benefit from this learning and may
perfect offerings. Web drivers refer to ways of generating traffic online. These may include
links from other sites or advertisements in conventional media.

Markets served. Firms can choose to serve primarily businesses, primarily consumers, or
some combination. This typology has been described previously. Firms may also choose mass
markets, where most consumers are offered much the same product or service, or smaller niche
markets where smaller numbers of customers have special needs served. Although volumes are
smaller here, competition is likely to be less.

Segmentation has been previously discussed. Market gaps refer to customer needs that
are not currently being served. For example, some firms found that certain investors preferred
to be able to trade stocks online either to reduce trading costs or for faster access.

Coverage. Depending on the product, service, or customer base, service range in
coverage from local to international. For legal, logistical, or infrastructure reasons, some
products or services are difficult to offer over large distances. Usually, only local individuals
will be interested in buying tickets for a local theater performance, although tickets might be
purchased in advance by visitors. Other products and services may be offered internationally—
e.g., specialized software. Sales between jurisdictions—wither within a country or between
countries—raise issues of taxation and legal regulation. For example, advertising rules differ
between countries. Comparative advertising—if truthful—is usually legal in the U.S. but is illegal
in many other countries. Returns of tangible products may be difficult. To promote high service
levels, some manufacturers will occasionally grant exclusive territories to some distributors.
Online merchants may risk encroaching on this arrangement.

Entity type. Businesses may be run by individuals as sole proprietorships, by two or
more people or businesses as a partnership, as a corporation, or by some other legal
arrangement. This type of organization usually has implications for liability and financing.
People may choose to set up a corporation to avoid personal liability, but individual proprietors
who risk their own assets are more likely to get financing at a lower cost.

Status. Online sites can feature different types and levels of activity. A passive site may
only have information about a firm—e.g., its location, contact information, hours of operation,
and a general description. This information may rarely or never be changed. An information
only site contains only information. Orders cannot be made there, and no interaction is offered.
Interactive sites allow the visitor to influence the content returned. For example, a visitor may
enter his or her zip code and be given a list of local retailers. A customer may enter the make,
year, model type of a vehicle and be given the appropriate part numbers for purchase in a retail
store. Transactive sites allow transactions—e.g., a person may make a purchase on Amazon.com
or make a bill payment with a credit card on a cable service provider’s web site. Many sites
feature a combination—e.g., a manufacturer’s web site may contain information about products
and may allow transactions as well.



Offer type. Different goods and services can be offered. Some sites offer tangible
goods. For example, a consumer may be able to order textured soy protein for shipment to his
or her home. Other sites offer a service—e.g., a report on a consumer’s credit status.
Entertainment reflects a special case of a service. Recently, several TV networks have arranged
to allow consumers to download their programs, for a modest fee, for display on portable
devices such as vide equipped iPods. Some products are digital—e.g., a consumer can pay for,
and download, a software application, from the developer’s site. Mixtures are also possible—a
software firm may sell both software programs available for shipping and programs available for
download. Digitality refers to the extent to which a product can be made available
electronically. Food products have very little digital value—they have to be handled physically,
although recipes might be found online. Software and music have high levels of digitality—these
can be downloaded without being distributed in a tangible medium. The greater the digitality
of a product, the better its opportunities for online sale. A computer has modest digitality. The
computer must be shipped as a tangible product, but much of its value derives from updates
that can be made electronically.

Online selling may allow the customer access to greater variety. For example, a local
video store may be able to keep only a limited number of films. A centrally located online firm,
however, may be able to ship consumers a much greater selection.

Sector(s). Firms can fall into several different industrial sectors. Some firms may be
predominantly retail while others may be wholesale. Some may offer services, including
advertising and information.

Fulfillment. Depending on the product type and other arrangements, fulfillment may be
done online or offline. Purely digital products can be downloaded while tangible products will
have to be shipped—directly or indirectly—to the customer. Some firms may do their own
fulfillment while others may contract with other firms to do this. For example, orders made on
toysrus.com are processed and shipped by Amazon.

Types of Online Users. Many public sector organizations have an online presence:

 Local, state, and federal units may have online sites for information dissemination or for
making transactions. For example, in some areas drivers can renew their licenses or pay
parking fines by entering a credit card number online.

 Educational institutions. Schools and universities can perform certain functions—such as
registration and parking permit sales—online. Online instruction has recently become
quite popular. Some programs consist almost entirely on online sessions while others
may feature a mix—e.g., mostly traditional courses but a few specialty offerings that are
distributed to several campuses.

 Arts and culture. Although art may seem different from modern technology, this tends
to appeal to highly educated individuals who are more likely to have computer access.
Thus, this may be an effective medium for reaching the target market.

 Religious groups may use the Internet to reach out and extend services beyond onsite
sermons. It may be possible for believers to organize religious events online.

 Cause marketing. The Internet is very effective for mobilizing individuals. For example,
when Congress is considering legislation that will affect individuals suffering from
muscular dystrophy, organizations focused on this condition can notify their members
that they should contact their member of Congress. By having members’ zip codes
stored, those who live in an area served by a member who is undecided can be targeted.
Fund raising is also practical. Donors can be given an address to enter a pledge and
provide a credit card number.

Individuals Marketing Online. Different types of individuals find it useful to have an online
presence:



 Professionals can indicate the services they offer and their specializations. For example,
a dentist may indicate that he or she specializes in children. The professionals may
provide some free information to enhance their credibility and charge those individuals
who require additional consultation.

 Artists and crafts people can greatly expand their reach. Traditionally, crafts people
would need to have their creations shown in stores, exhibits, and galleries. Few could
afford to put out and distribute catalogs. This would limit their reach, which would be a
problem for specialty products. On the other hand, collectors of wooden pigs can search
for this term online and find offerings of an artist in another part of the country or
world.

 Farmers may be able to sell their specialty products online. This is not usually a cost
effective way to distribute mass market products. However, some specialty products—
e.g., prickly pear juice—is sought by a small number of greatly dispersed customers who
usually cannot find this product in stores.

 Celebrities can announce their appearances and sell merchandise online.
 Politicians can reach potential donors and publish their positions online.
 Visionaries can post their ideas. People searching for words and word combinations that

are relatively unique to these people’s ideas may find the sites of these visionaries. This
provides a low cost way to widely distribute one’s ides. Blogs, which have recently
gained tremendous popularity, are an especially useful tool here.


