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Introduction

Like other businesses, online firms face an environment that will affect opportunities.
In depressed economic times, the more risky online firms may have special difficulty
receiving financing and consumers may be more likely to cut out services on which
they have not yet come to depend. The technological environment is likely to have a
large impact. New technology may make a new service or product feasible, but it may
also enable a competitor to make one’s current offerings obsolete.  

The Product Life Cycle refers to the idea that products go through increasing, and
then possibly decreasing, levels of demand over time. Initially, a product is
introduced. Since the product is not well known and is usually expensive (e.g., as
microwave ovens were in the late 1970s), sales are usually limited. Eventually,
however, many products reach a growth phase—sales increase dramatically. More firms
enter with their models of the product. Frequently, unfortunately, the product will
reach a maturity stage where little growth will be seen. For example, in the United
States, almost every household has at least one color TV set. Some products may also
reach a decline stage, usually because the product category is being replaced by
something better. For example, typewriters experienced declining sales as more
consumers switched to computers or other word processing equipment. The product
life cycle is tied to the phenomenon of diffusion of innovation. When a new product
comes out, it is likely to first be adopted by consumers who are more innovative than
others—they are willing to pay a premium price for the new product and take a risk on
unproven technology. It is important to be on the good side of innovators since many
other later adopters will tend to rely for advice on the innovators who are thought to
be more knowledgeable about new products for advice.

At later phases of the PLC, the firm may need to modify its market strategy. For
example, facing a saturated market for baking soda in its traditional use, Arm &
Hammer launched a major campaign to get consumers to use the product to deodorize
refrigerators. Deodorizing powders to be used before vacuuming were also created.

It is sometimes useful to think of products as being either new or existing. Many firms
today rely increasingly on new products for a large part of their sales. New products



can be new in several ways. They can be new to the market—no one else ever made a
product like this before. For example, Chrysler invented the minivan. Products can
also be new to the firm—another firm invented the product, but the firm is now
making its own version. For example, IBM did not invent the personal computer, but
entered after other firms showed the market to have a high potential. Products can be
new to the segment—e.g., cellular phones and pagers were first aimed at physicians
and other price-insensitive segments. Later, firms decided to target the more price-
sensitive mass market. A product can be new for legal purposes. Because consumers
tend to be attracted to “new and improved” products, the Federal Trade Commission 
(FTC) only allows firms to put that label on reformulated products for six months after
a significant change has been made. The International Product Life Cycle suggests
that demand for a product will tend to peak in some countries before it does in others.
Thus, firms may be able to rely on foreign sales of a product that has hit maturity or
decline in the home and/or other markets.

Order of entry is a complicated strategic issue. On the one hand, firms that enter first
tend to enjoy an advantage in name recognition. For example, Amazon.com was
among the first large firms to enter the online book businesses, and most consumers
today tend to associate online book sales with that name even though Barnes and
Noble actually has a larger selection available online.

The computer is the latest in a series of business innovations and evolutions. The
printing press, mechanic calculator, typewriter, and copy machine were all radical
innovations that greatly changed things when they were introduced.

General Overview of Electronic Commerce

Online marketing can serve several purposes:

 Actual sales of products—e.g., Amazon.com.
 Promotion/advertising: Customers can be quite effectively targeted in many

situations because of the context that they, themselves, have sought out. For
example, when a consumer searches for a specific term in a search engine, a
“banner” or link to a firm selling products in that area can be displayed.  
Print and television advertisements can also feature the firm’s web address, 
thus inexpensively drawing in those who would like additional information.

 Customer service: The site may contain information for those who no longer
have their manuals handy and, for electronic products, provide updated
drivers and software patches.

 Market research: Data can be collected relatively inexpensively on the Net.
However, the response rates are likely to be very unrepresentative and recent
research shows that it is very difficult to get consumers to read instructions.
This is one of the reasons why the quality of data collected online is often
suspect.

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 of a problem as 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 to
make Internet shopping more attractive. 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. 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.



There are a number of problems in running and developing web sites. First of all,
the desired domain name may not be available—e.g., American Airlines could not get
“American.com” and had to settle for “AmericanAir.com.” There is also a question 
having your site identified to potential users. Research has found that most search
engines have a great deal of “false hits” (sites irrelevant that are identified in a 
search—e.g., information about computer languages when the user searches for
foreign language instruction) and “misses” (sites that would havebeen relevant but
are not identified). It is crucial for a firm to have its site indexed favorably in major
search engines such as Yahoo, AOLFind, and Google. However, there is often a
constant struggle between web site operators and the search engines to outguess each
other, with the web promoters trying to “spam” the search engines with repeated 
usage of terms and “meta tags.” The fact that many computer users employ different 
web browsers raises questions about compatibility. A major problem is that many of
the more recent, fancier web sites rely on “java script” to provide animation and 
various other impressive features. These animations have proven very unreliable. Sites
may “crash” on the user or prove unreliable, and many consumers have found 
themselves unable to complete their transactions.

Some people have suggested that the Internet may be a less expensive way to
distribute products than traditional “brick-and-mortar” stores.  However, in most 
cases, selling online will probably be more costly than selling in traditional stores due
to the high costs of processing orders and direct shipping to the customer. Some
products may, however, be economically marketed online. Some factors that are
relevant in assessing the potential for e-commerce to be an effective way to sell a
specific products are:

 “Value-to-bulk” ratio. Products that have a lot of value squeezed into a small
volume (e.g., high end jewelry and certain electronic products) are often more
cost-effective to ship to end-customers than are bulkier products with less
value (e.g., low end furniture).

 Absolute margins. Some products may have a rather high percentage margin—
e.g., a scarf bought at wholesale at $10 and marked up 100% to be sold at $20.
However, the absolute margin is only $20-$10=$10. In contrast, a laptop
computer may be bought at $1,000 and be marked up by only 15%, or $150, for
a total price of $1,150. Here, however, the absolute margin will be larger--
$150. This allows the merchant to spend money on processing, packaging, and
shipping the order. Ten dollars, in contrast, can only cover a small amount of
employee time and very limited packaging and shipping. Some online
merchants do charge for shipping, but doing so will ultimately make the online
merchant less competitive.

 Extent of customization needed. Some products need to be customized—e.g.,
checks have to be personalized and airline tickets have to be issued for a
specific departure site, destination time, and travel time. Here, online
processing may be useful because the customer can do much of the work.

 Geographic dispersal of customers. Electronic commerce, when value-to-bulk
ratios and absolute margins are not favorable, is often not viable when
customers are located conveniently close to a retail outlet. However, for some
products—e.g., bee keeping equipment—customers are widely geographically
dispersed and thus, a centralized distribution center may be more economically
viable. Specialty books—e.g., for collectors of vintage automobiles—may not
be worthwhile for bookstores to stock, and these may thus be economically



sold online.

There are a number of economic realities of online competition:
 As discussed, costs of handling online orders is often higher than that of

distributing through traditional stores.
 Even if online selling is more cost effective in some situations, a firm selling

online will, in the long run, be competing with other online merchants—not just
against traditional “brick-and-mortar” stores.  By the forces of supply and 
demand, online prices will then be driven down so that the profit from selling
online will be no greater than that from traditional retailing. Any reduced
costs would then be expected to go to customers.

 Competition will be greater for products that have large markets than for those
where markets are smaller and more specialized. Amazon.com, for example,
has found it necessary to discount best selling books deeply. Higher prices—
closer to the list price—can be charged for specialty books, but for a large part
of the market, competition will be intense.

 A new online merchant will face competition from established traditional
merchants. These will often have the cash reserves to stay in business for a
long time even with temporary competition. The online merchant, if it has no
cash reserves other than stockholders’ investment, may run out of cash before 
it can become profitable.

There are a number of legal issues associated with the Internet:

 Reach across boarders. Web sites transcend country lines and thus, a firm
may be subjected to legal standards of different countries. It may be difficult
to create advertising that simultaneously complies with rules for each
country.

 Taxation: There is a great deal of ambiguity as to which state and local
governments may collect taxes on merchandise sold on the Internet. There is
also a question as to who has the responsibility for making the payment—the
seller or the buyer?

 Privacy issues. Many foreign governments prohibit the collection of personal
information of consumers (as Amazon.com does), which greatly reduces the
customization opportunities online.

Web site design: The web designer must make various issues into consideration:

 Speed vs. aesthetics: As we saw, some of the fancier sites have serious
problems functioning practically. Consumers may be impressed by a fancy
site, or may lack confidence in a firm that offers a simple one. Yet, fancier
sites with extensive graphics take time to download—particularly for users
dialing in with a modem as opposed to being “hard” wired—and may result in
site crashes.

 Keeping users on the site:  A large number of “baskets” are abandoned online 
as consumers fail to complete the “check-out” process for the products they 
have selected. One problem here is that many consumers are drawn away
from a site and then are unlikely to come back. A large number of links may
be desirable to consumers, but they tend to draw people away. Taking



banner advertisers on your site from other sites may be profitable, but it may
result in customers lost.

 Information collection: An increasing number of consumers resist collection
of information about them, and a number of consumers have set up their
browsers to disallow “cookies,” files that contain information about their 
computers and shopping habits.

Cyber-consumer behavior: In principle, it is fairly easy to search and compare
online, and it was feared that this might wipe out all margins online. More recent
research suggests that consumers in fact do not tend to search very intently and that
large price differences between sites persist. We saw above the problem of keeping
consumers from prematurely departing from one’s site.

Having a high ranking on search engines is essential in order for consumers to
find the firm’s site online.  This will, of course, be less important for established
names—e.g., most people will intuitively know to go to http://www.United.com to get
to United Airlines—but for products where consumers will search for a product
category name, it is important to have one’s site come up as early in search engine 
results as possible. Some search engines allow firms to pay to have their sites come
up when certain terms are used, and the highest ranking usually goes to the highest
bidder. Google returns two kinds of results. The listings on the left side of the screen
are ranked strictly by merit while firms can buy advertising listings that appear on the
right side of the screen.

Different search engines tend to use different methods of ranking potential sites.
Google seems to weigh very heavily the repetition of appropriate key-words.
Therefore, it is useful to have a great deal of text, especially in the “index” file (the 
file that is reached by default when the address of the site is entered). Since search
engines used different ranking algorithms, it may be necessary to have several
different sites, each optimized for a different search engine. Some other factors that
may influence the ranking of a site is how many other sites—especially highly ranked
ones—link to the site and how the site has been ranked by organizations such as the
Open Directory Project (http://www.dmoz.org/).

The Age of Electronic Marketing

Internet Issues

The Internet connects a number of computers and devices, allowing the sharing
of information. Unlike traditional media, the Internet allows for interactivity—the
computer surfer can seek out specific information and can influence the type of
information returned based on his or her responses.

Today’s Internet reflects what has survived from previous attempts to connect
computers. Earlier versions originated in the military and in educational institutions
and the current system gradually evolved. To guard against damage—natural or man-
made—there is considerable redundancy in the way connections are set up. That is, if
one connection point becomes incapacitated due to natural disaster or sabotage, the
information can be sent between two computers by following a different route.



Specific Internet locations are usually accessed through Universal Resource
Locators (URLs). Ultimately, an Internet site is accessed through an Internet Protocol
(IP) address such as 192.34.2.1. These addresses are not easy to memorize, however,
and as a result, domain names are used. To access the entry site for San Diego State
University, for example, one would put http://www.SDSU.edu . The protocol preface
indicates the way in which information should be accessed and displayed. The letters
http stand for “hyper text transfer protocol.”  The cryptic punctuation :// then 
indicates that an address follows. The letters www represents a location within the
domain. These letters will not always be used. For example, to access news from
Google, one would go to http://news.google.com . The link http://www.google.com
would get one to a different location associated with this domain name. In this
example, the words google represent the domain name and the extension .com that
this name exists in the commercial domain.

Business Models of Electronic Commerce

Business models essentially involve a plan of how a particular investment can
be profitable. Models for electronic commerce are not fundamentally different from
those of traditional businesses, but because expense and income structures often take
on unique characteristics, effective models for electronic businesses will tend to differ
from those of more traditional firms.

Digitality involves the extent to which a business adds value by electronic
means as manufacturing of products or traditional services. eBay, for example, is
almost entirely digital in that its web site matches buyers and sellers with little human
intervention.  (The seller’s business, on the other hand, is not likely to be completely 
digital since this will involve at least shipping, if not manufacturing, a product or
service). An online travel agency issuing an electronic ticket is largely digital.
Amazon.com is only partially digital. The order is taken digitally, but it may be
packaged and shipped by hand. Even an apple grower selling apples on at a local
market may be partly digital since it may use computers for budgeting, but here the
level of digitality is likely to be low.

Customer value results from providing a product, service, or combination that
is worth more than is put in. A consumer ordering from Amazon.com, for example,
will value the books received more than the money paid. Even if Amazon charges
more than a local bookstore, the customer may value the product bought at Amazon
more since the effort to visit the bookstore is avoided.

Many businesses involve more than one revenue stream. Yahoo, for example,
receives some money from users who buy expanded e-mail services or financial
reports. Most revenue, however, is received from advertisers. Revenue streams are
often interdependent, so the value of the firm as a whole is, then, the sum of the
values of each stream. Sometimes, some streams may add significant revenue without
increasing costs proportionally. For example, the marginal cost of selling on
Staples.com is less than it would have been if the distribution centers for Staples retail
stores had not existed. Sometimes, the revenue from a specific stream may be



negative, but the function may add overall value to the product. For example, Coca
Cola may lose money on its web sites, which may only sell a bit of memorabilia, but
the site contributes significant value to the Coca Cola brand, thus making a positive
net contribution to the firm.

In general, several types of “pure” merchants exist based on the types of 
sellers and buyers involved:

 Business-to-consumer (B2C): Businesses selling to consumers—e.g.,
Amazon.com.

 Business-to-business: Businesses selling to other businesses—e.g.,
Staples.com (B2B).

 Consumer-to-consumer: Consumers selling directly to other consumers,
usually through an intermediary such as eBay.

 Consumer-to-business (C2B): A very rare category that may come
about, for example, if consumers want to sell collectibles to businesses
that resell their purchases.

In practice, few merchants fall purely into one category. Amazon and
Staples.com sell to both consumers and businesses, although Amazon emphasizes the
former and Staples the latter.

Sources of site income: See PowerPoint slides.

Characteristics of different types of online merchants: See PowerPoint slides.

Successful B2B online merchants: See PowerPoint slides.

The “Clicks and Bricks” model involves a business that operates both online and
traditional store sales. This provides an opportunity to spread fixed costs over a large
business and to increase buying power through greater volumes. It also provides an
opportunity for customers to order online and return in stores or to check store
inventory online before making a trip to the store. The online division can take on
several structures:

 Spin-offs: A traditional merchant may not be interested in setting up and
running an online division. Instead, it may license the right to use its name
online to another firm in return for royalties.

 Strategic partnerships: A firm operating traditional retail channels may
contract with another firm to take online orders and handle shipping. For
example, Toys ‘r’ Us has its online sales handled by Amazon.com.

 Joint ventures. Two or more firms may set up a joint venture to run an online
site that sells products from one or more of the investing firms.

 Within-company division. Wal-Mart owns and runs walmart.com .

There are two kinds of auctions that can be used online. In English auctions, a
starting price is announced. Potential buyers can then bid higher prices until the
prices has reached a point where no one is willing to pay more. The good then goes to
the last (and highest) bidder. For example, buyers may outbid each other until the
price of a computer reaches $500. At that point, the good goes to the person who bid
this price. In online auctions, such as eBay, a set period of time may be set. The
highest bidder at the end of the time period will then get the good at that price.



In Dutch auctions, the process is reversed. A high price is set as a starting
point. If no one bids, price is periodically reduced until someone buys it or a minimum
is reached below which the seller will not sell. For example, the computer may first
be offered at $1,000. Every two hours, then, it may be reduced by $50. The first
buyer to accept a price at a particular level gets the item. If, for example, someone
buys accepts the bid when the computer is offered at $500, no one else can get it no
matter how much he or she is willing to pay. Dutch auctions often result in lower end
prices but are useful when multiple items of the same kind are sold—the first units can
then be sold at higher prices while lower prices will be paid for subsequent ones.

In English online auctions such as eBay, an interesting phenomenon is
“sniping.”  eBay auctions usually run for a week.  It is usually a better strategy not to
issue a bid until the last minute. The sooner one bids, the sooner others are likely to
consider outbidding one’s bid.  If one can come back a few minutes before an auction 
ends, chances are less that others will be around to outbid one’s bid then.  People
who genuinely value the item more can, of course, place high bids any time they like,
but competitors are less likely to be aware of the competition from a sniper than from
someone who bids earlier.

Desktop Publishing in Word

Fonts come in several varieties. In monospace fonts, each letter is given the
same amount of space. Thus, two lines that have the same number of characters
(including spaces) will be equally long. In proportionally spaced fonts, the amount of
space given is adjusted for the shape of the letter. For example, the letter i needs
less space than the letter m. However, different types of proportionally spaced fonts
differ in the specific proportions given to each letter. Fonts are usually measured in
points. The larger the point value, the larger the font. The increase in space taken
up is geometric. For example, a twelve point font is more than 20% bigger than a ten
point font. In fact, going with the square, the twelve point font will probably be
about 44% bigger (12^2=144; 144/100=1.44).

Serif fonts tend to have sharp edges, especially at various endpoints. These
edges tend to make the font easier to read. Sans serif fonts tend to lack these sharp
edges. Often, these fonts are more attractive, but they can be more difficult to read
for an extended period of time. Therefore, sans serif fonts are often used for short
passages and for headlines and titles while serif fonts are used for longer passages.

Internet Markets and Segments

Segmentation, targeting, and positioning. Firms that identify one or more
specific customer segments and attempt to serve those well generally tend to be
more successful. Because of the competitive intensity in most market places, a firm
that tries to be “all things to all people” will often not be able to satisfy any one
group. Customers, then, may be taken away by other firms that offer more closely
what is desired. On the Internet, this tendency is likely to be intensified since
geography is less of an issue. For example, in the grocery retail market, location has
been found to be the most significant factor in determining where a customer will



shop. Consumers often settle for less satisfying supermarkets that are located more
conveniently. However, because firms in more geographic locations can successfully
compete online, customers often have access to many more choices.

There are several strategies that can be used to target and position toward
customer groups. In the undifferentiated approach, the same thing is offered the
same way to all customers. We do not see that a lot online, although Walmart.com
and Amazon.com try to reach a lot of different customers who have different needs
but are all attracted by a large assortment and low prices. It should be noted, by the
way, that Amazon and Walmart.com actually do target a specific segment—those
consumers who like to buy certain products online instead of buying them in the
traditional retail channel.

In the concentrated approach, a firm targets one segment trying to meet its
specific needs while effectively conceding other segments to competitors. One
online stockbroker, for example, goes only after the budget conscious investors
offering low transaction costs while not offering extra services that would add to the
costs. Another broker may instead focus on services such as broker advice. By
targeting different types of customers, the firms tend to invite less price
competition since fewer firms compete well for the business of each segment.

In the differentiated strategy, the same firm serves several segments, but
offers each one something different from that offered by others. The same firm,
here, can run several different web sites with one, say, emphasizing price, another
speed, and another selection. The firm can take advantage of economies of scale
and scope by using some of the same resources to run each site while appearing as
different brands to each customer group.

Some online firms try to target all segments even if they recognize that
different segments may have different needs. For example, Google offers search
features for everyone although some customers may be able to take advantage of
some of the more advanced features. Google’s benefit, here, is that the site 
contains information that can be selectively retrieved by people who have different
needs. Only by having an index of massive amounts of information can Google
survive here. Yahoo! also seems to target most types of users, but different
customers are offered different types of information. Some users will pay extra for
special services such as enhanced e-mail or stock information. Again, the reason why
this works is that Yahoo! has accumulated a great deal of information that can be
used by different types of users.

In the area of stock trading, targeting all groups simultaneously may be more
difficult. Some consumers may value speed and may be willing to pay extra for
transactions to be guaranteed to go through within, say, five seconds. Other
customers, in turn, want low fees, and some want advice from live analysts and
brokers. Because meeting all these needs on one site would involve conflicts and
contradictions, different firms may want to target each segment. One firm could also
run different sites for different segments that each offered different services.

Issues in identifying segments. There are many different ways that a market
could potentially be segmented. The specific variables that will be most useful will



depend on the market. Under effective segmentation, (1) members of each segment
should respond as similarly as possible on important variables, (2) differ as much as
possible from other segments on important variables, and (3) segments should be
serviceable in a cost effective manner. Traditionally, some segments have been too
small to be effectively served. However, because much of the work can be
automated online and because geographic dispersal is less problematic, segments
that could not traditionally be served may now be profitable online.

Online segmentation can be approached in several ways. As discussed, some
firms such as Google and Yahoo! provide information that appeals to a large number of
customers and segmentation may be modest. Firms can also choose segments that
have special needs—e.g., customers who want to buy auto parts for rare antique
automobiles. Firms may also identify segments of consumers who prefer to buy online.
Some firms, for example, sell college books online to students who prefer online
shopping to shopping in traditional college bookstores. It may also be possible to
target customers who are willing to pay a premium to shop online. Some grocery
chains, for example, are willing to deliver groceries to consumers. Consumers end up
paying more since someone has to collect and deliver the goods, but busy professionals
may find this worthwhile.

Analyzing segments. Several criteria may be used in evaluating segments.
Cost-benefit analysis involves trading off the positives and negatives of a segment.
One segment, for example, may be quite price insensitive and be willing to pay large
prices for goods. On the other hand, if this segment requires a lot of services, the
segment may not be profitable. Often customers do not make just one purchase on a
site, and in some cases, customers may become profitable only if they continue to
make several purchases. For example, if it costs a lot to bring customers to the site—
if one has to advertise in traditional media or pay for search engine placements or
banner ads—acquiring the customer may more than “eat up” the profit on the first 
sale. In that case, it is necessary to determine the expected future purchases from
the customer. Databases may be essential in determining customer analysis since
these maintain records of what has been purchased under various circumstances.

Targeting and positioning. In deciding which segments to target, a firm should
compare its strengths relative to those of the competitors. For example, Walmart’s 
strength, generally, is low cost and efficiency rather than high levels of customer
service. Nordstrom has the opposite strength. Consumer brand image and perception
are important here, too. For example, even if Kmart could match Walmart’s 
efficiency, consumers may not believe that this firm could offer values that are as
good online. Some firms have established
infrastructure and reputations that may be useful. For example, Sears has a long
history of selling appliances and providing installation and repair. Thus, it may be
possible for Sears to allow customers to order this online. Finding installers and
repair facilities in each community may be more difficult for new competing firms.

Market structure and positioning. In some markets, it will be difficult for
competing firms to offer services that significantly differ. For example, although
Orbitz, Expedia, and Travelocity each may have access to different fares and travel
deals, they all provide much the same thing—airline, car rental, and hotel
reservations online. Convenience and price will be large issues here, and what each



service can do to differentiate itself is limited. Other markets, however, may lend
themselves better for differentiation. For example, Yahoo! and Match.com both offer
“personals” services that are based largely on having a lot of people in their 
databases, thus offering each searcher a lot of choice. Some services, however, tend
to specialize. Eharmony.com, for example, uses extensive personality testing to find a
smaller number of presumably more accurate matches. Some sites may appeal to
singles with particular values—there are separate sites for Democrats and
Republicans, for example—and some may emphasize on religious group or individuals
with special interests—e.g., TallPersonals.com .

Some firms may differentiate themselves largely by operating traditional
businesses online. Some banks, for example, do not feature offices but instead do
all transactions online, through mail, and through ATMs. Some insurance firms are
starting to do business online instead of through agents.

The “Digital Divide.”  In some ways, the Internet might be seen as “the 
great equalizer” in making information more readily available to more people, as
opposed to only those who have the resources to find this information. Yet, even
in countries in the U.S. where a large number of households have access to the
Internet, more affluent individuals are more likely to have access. Across the
world, people in more affluent nations are more likely to have access.

Online consumer behavior. In principle, it is fairly easy to search and
compare online, and it was feared that this might wipe out all margins online.
More recent research suggests that consumers in fact do not tend to search
very intently and that large price differences between sites persist. We saw
above the problem of keeping consumers from prematurely departing from
one’s 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.

Excel

Scenario planning refers to the idea that different outcome possibilities can be
readily explored once a spreadsheet has been created. It is possible to see how
changes in interest rates or demand levels will influence cash flow and/or profits.
Optimization is used to determine the most desirable allocation of resources. For
example, if a firm has a certain amount of cash, a certain amount of managerial and
technician hours, and a certain amount of bandwidth, resources can be allocated
among different projects that have different levels of resource use and profitability.


