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strategies of a more complex nature that allow for more customised pricing, for example,

multidimensional priding (Simon & Schumann, 2001: 387).

One of the most interesting offshoots of this Internet-enabled flexibility is that it eni s
more organisations to implement dynamic pricing mechanisms (Hanson, 2 0: 339;
Marn, 2000; Mohammed et al., 2003: 276). Online dynamic pricing mechanisms, su:  as
auctions and yield management, are now being cost effectively utilised in both e
business-to-business and business-to-consumer markets (Hanson, 2000: 339; Baker et al.,

2001; Pitt et al., 2001; Verma & Varma, 2004).

As a result of the Internet, a wider variety of industries, as well as smaller sized
organisations, can now utilise yield management to lower costs and improve profits
(Hanson, 2000: 339; Verma & Varma, 2004). In a similar manner, the Internet also
enables the cost effective implementation of the auction pricing mechanism (. >hammed
et al., 2003: 276). Further, the Internet serves to improve the efficiency of auctions in
two fundamental ways. Firstly, by allowing bidders access to more information, the
Internet improves bidders” understanding of the product being auctioned. Secondly, the
online auction does not require participants to be physically present. This serves to
increase the number of bidders that can participate in a given auction (Hanson, 2( 0:
340; Verma & Varma, 2004). Pitt et al. (2001) note that there is an increasing trend
toward the use of such dynamic pricing mechanisms. The authors add that due to e
Internet, customers are now price makers, as well as price takers, giving the examples of

online negotiations and reverse auctions.

Regardless of the specific pricing mechanism used, the Internet is proving to be an
important new marketing tool for improving the pricing process, both in terms ¢ m:  ing
it more accurate and more flexible. Given this, this study asserts that generic
undergraduate marketing students should be equipped with an understar ng of {l

principles iiding:

e Using the Internet to enhance the pricing process.
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so, this study asserts that generic undergraduate marketing currict : should ' the

principles guiding:
e Designing a compelling marketing Web site.

Leveraging the Web site as a relationship marketing tool in a market-oriented manner
necessitates that the site, and indeed all Internet marketing communication levers, fori

part of an integrated marketing communication strategy (Geissler, 2001). ~ e
importance of following an integrated marketing communication approach is discussed

below.

4.6.3.2 Integrating the Internet into the marketing . mmunication

mix

There is no doubt that the Internet represents a valuable new marketing communic: on
channel. Yet, even though it offers significant benefits over traditional methods, it does
not replace trac ional marketing channels. One of the fundamental ma eting truths to
emerge in the Internet age is that optimal use of the Intemet as a ma eting
communication vehicle necessitates an integrated approach. That is, Internet marketing
communication tools should be leveraged as part of an integrated n ‘keting
communication strategy that incorporates both online and traditiona 7 used
communication mix elements (Berthon ef al., 1996; Chaffey, 2003: 661; Mohammed et
al.,2003: 342).

The integrated marketing communication approach requires a holistic pr 1 tak

to formulating the marketing communication mix strategy. This approach di s
significantly from the traditional practice of developing each element of the mix on a
separate individual basis (Yeshin, 2003: 409). The objective of the holistic approach is to

maximise the impact of the marketing message by coordinating the various elements of
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al., 1 7; Kotler, 1999: 213; Simon & Schumann, 2001: 371) and . being accessible
regardless of geographical location (Peterson et al., 1997; Simon & Schumann, 2001:
371.) For consumers and organisational customers alike it offers the advantages of

greater convenience and reduced costs (Doyle, 2003: 310).

Internet’s connectivity enables the conventional generic distribution channel functions of
communication and transaction to be moved online (Peterson et al., 1997; Wel , 2002).
In the case of digitised goods, even the physical delivery function can be executed on e
(Hoffman et al., 1995; Peterson et al., 1997; Webb, 2002), resulting in the varial : costs
of distributing such goods shrinking to near zero (Hoffman et al., 1995; Peterson et al.,
1997; Fisher & Reibstein, 2001: 308.)

Further, as a result of Internet’s direct interactive facility, it creates e pote for
organisations, especially those marketing digitised goods (Ho nan et al., 1995) to
bypass traditional intermediaries in the value chain and transact direc  with end
consumers or organisational customers (Ghosh, 1998.) This so-called disintermediation
refers to the shortening of the value chain by eliminating certain intermediaries, such as
wholesalers, distributors and retailers (Stewart & Zao, 2000; Giaglis er al., = 2;
Mohammed ef al., 2003: 452). The motivation behind such disintermediation efforts is
the lowering of transaction costs across the value chain (Stewart & Zao, 2000; Giaglis et

al., 2002) by internalising the functions traditionally purchased from intermedi es

(Giaglis ef al., 2002.)

The ability to use the Internet to achieve national or even global market coverage wi out
the high cost of establishing a distribution system resulted in a large number of ure click
organisations starting up (Mohammed ef al., 2003: 444). Brick-and-mortar organisations,
with already established distribution systems, sought an online presence but, generally,
for fear of channel conflict and channel cannibalisation, avoided engaging in Internet-
based commerce (Kotler, 2003: 47). Altematively, they set up stas z 1)

ventures (Porter, 2001; Rasch & Linter, 2001; Worthington-Smith, 2001: 151) emulating

the pure click model, mistakenly believing that an online transaction site, together with a
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dedicated warehousing and separate distribution syst 1 dd L ts
(Worthington-Smith, '2001: 151.) This business model proved to be a failure for both the
majority of pure clicks organisations and those brick-and-mortar organisations emulating
them (Porter, 2001; Worthington-Smith, 2001: 151). Further, while disintermediation is
feasible and has occurred to a certain degree in a variety of industries (Ghosh, 1998;
Hanson, 2000: 379), its viability has proved to have been somewhat overstated (Port

2001.) This is especially true for tangible goods that require a physical distt ution
system (Webb, 2002).

As Internet-based commerce evolves, one of the marketing principles emerging is
following an integrated bricks-and-clicks strategy offers the majority of organisations a
greater potential for success than the pure clicks strategy (Peppers, 2000; Burns, 2!

277, Rasch & Linter, 2001; Silverstein et al., 2001b; Worthington-Smith, 20 1: 153;
Kotler, 2003: 40). This holds true for both the business-to-business market (Webb, 2002)
and the business-to-consumer market (Burns, 2001: 277; Rasch & Linter, 2

Silverstein ef al., 2001b.)

y

Implementing a successful bricks-and-clicks strategy involves having a custo

oriented online transaction channel (Silverstein ef al., 2001a) that is ti; tly integrated
with the organisation’s offline distribution system (Porter, 2001; Rasch & Linter, 2001;
Silverstein et al., 2001b; Webb, 2002.) Further, it involves using Internet’s connectivity
to support, rather than displace, channel members (Webb, 2002) and to integrate
upstream and downstream value adding activities into a customer-responsive value

delivery network (Porter, 2001; Kotler, 2003: 504.)

The challenge for marketers is to be clear as to the principles guiding the creation of a
customer-oriented online transaction interface. Further, marketers need to understand the
strategic implications of implementing an online transaction channel in order to
appreciate why the integrated bricks-and-clicks strategy holds the most  >mise for
success. To this end, they need to understand the principles guiding the integration of the

Internet with the traditional distribution system, together with the use of the iternet in
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competitive imperative (Alshawi, 2001; Huizingh, 2002; Je si Sz, 2003) for

both business-to-business and business-to-consumer transactions (Guru ef al., 2001

While the Internet enables the virtualisation of the generic marketing channel functions of
communication facilitation and transaction facilitation, it does not enable the physic
delivery of tangible goods (Webb, 2002). Thus, in the case of tangible goods, a physic

logistics system is required (Gurdu et al., 2001).

Marketers of tangible goods need to understand that implementing an Internet transaction
channel creates a significant challenge in terms of physical logistics (Alshawi, 200:
with order fulfilment and delivery remaining one of the major hurdles in Internet-based

commerce (Anderson & Anderson, 2002.)

In the business-to-business market, organisations are discovering that transacting over
Internet requires more effort be devoted to managing the physical aspects of vi 1e . ain
operations than that required in pre-Internet days (Lichtenthal & Eliaz, 2003). M 1y of
these organisations are finding transacting via the Internet results in the costly rocess of
having to fulfil multiple orders, of often small amounts, which may even require d ve

to diverse, far sprung areas (Worthington-Smith, 2001: 53).

Marketers are experiencing the same, if not worse, logistical challenges in the business-
to-consumer market (Alshawi, 2001; Worthington-Smith, 2001: 151; Anderson &
Anderson, 2002; Vaida, 2003). Whereas in the physical market a portion of the
distribution cost is born by the consumer, in Internet-based transacting the majority of e
distribution cost shifts to the organisation (Gurdu et al., 2001). Having an online
transaction channel thus adds a new layer of logistical costs in terms of assembling,
packaging and delivering small package items to geographically dispersed consumer

households (Porter, 2001; Vaida, 2003).

Organisations, in both the business-to-business and business-to-consumer markets, at

have an already established physical distribution system are well positioned to implement
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trading parties in the online environment, such as cert cation av  rities, privacy
guarantee services and public key cryptography services (Giaglis et al., 2002; Botha et
al., 2004: 53). There has also been a rise in infomediaries such as portals, search engines
and transaction aggregators (Giaglis ef al., 2002; Mohammed ez al., 2003: 461). 1 my of
the banks and credit card organisations have, in addition to their offline facilities, moved

online to facilitate online payment between trading parties (Giaglis et al., 2002).

Contemporary marketing curricula should incorporate these new forms of intermediaries,
together with the facilitation function they provide alongside more tradition:
intermediaries. This is necessary to ensure that marketing students’ understanding of the

distribution strategy is in line with current trends in the marketing environment.

Another important strategic implication that marketers need to recognise when
implementing an Internet transaction channel is that the desire to purchase via e
Internet is not ecumenical (Sarel & Marmorstein, 2002). Further, as indicated by Porter
(2001), consumers and organisational customers that buy online also continue to buy
from offline channels. While certain consumers/customers purchase certain goods online
in certain situations (Sarel & Marmorstein, 2002), the majority are hybrid buyers (Kotler,

2003: 39) valuing a combination of online and offline channels (Porter, 2001.)

As discussed in the previous chapter, while many consumers and organisational
customers, purchase online, the majority utilise the Internet channel in conjunction with
the traditional offline channel in their buying decision-making process. " cre is
increasing recognition that having an online or offline distribution channel is no >nger
sufficient. Rather, being customer oriented and, hence, market oriented in the 1ternet
age necessitates implementing an integrated online and offline distribution system
(Peppers, 2000; Rasch & Linter, 2001).

An essential ingredient in understanding the contemporary distt 1 Iy to
understand how to strategically integrate the online transaction channel with the offline

channel to create a customer-oriented distribution strategy. This is discussed next.
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4.6.4.3 Integrating the Internet channel with traditional

stribution channels

For most organisations today, following an integrated bricks-and-clicks strategy is
becoming increasingly fundamental to success (Peppers, 2000; Burns, 2001: 277; Porter,
2001; Rasch & Linter, 2001; Silverstein. et al., 2001b; Worthington-Smith, 2001: 33;
Webb, 2002; Kotler, 2003: 40). This emerging marketing principle holds true for bo

the business-to-business market (Webb, 2002) and the business-to-consumer ma et

(Burns, 2001: 277; Rasch & Linter, 2001; Silverstein ez al., 2001b.)

The bricks-and-clicks strategy involves utilising both an online and offline « annel, as
opposed to the pure clicks model of only utilising the online transaction channel. This
bricks-and-clicks strategy is, In essence, a multi-channel marketing approa

(Worthington-Smith, 2001: 153).

While multi-channel marketing is hardly a new marketing approach, it has ecome r
more prevalent today due to the increased pressure on organisations to implement an
online transaction channel (Schoenbachler & Gordon, 2002). Organisations are finding
that merely having an online presence, rather than a fully-fledged online transaction
channel is no longer acceptable. Even pure click organisations are experimenting with
the multi-channel approach by adding a physical channel to their o1 ne channel. As
such, marketers are increasingly operating in a multi-channel marketing environment

(Rasch & Linter, 2001).

One of the major challenges facing contemporary marketers is that of mastering e
principles of servicing consumers/organisational customers via both the online 1d
offline channels (Schoenbachler & Gordon, 2002). One of the main principles emerging
in this regard is the importance of online and offline channel integration (Peppx [

Porter, 2t .; Rasch & Linter, 2001; Silverstein et al., 2001b; Mohammed et al., 2003:

467), with the degree of channel integration fast emerging as a significant sour  of
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competitive ac antage (Porter, 2001; Rasch & Linter, . [; mmed ef ¢ , 2003:
467.) ‘

Marketers are advised to view the Internet as a complement to traditional channels, rather
than as a separate entity or substitute (Hoyer, 1999; Porter, 2001; Webb, 2002).
Understanding the Internet channel as a complement instead of a cannibal will enhance
the marketer’s ability to integrate the online channel with the offline channel (Porter,
2001) in such a way that avoids channel conflict (Webb, 2002) and increases customer
satisfaction (Peppers, 2000; Porter, 2001; Rasch & Linter, 2001; Silverstein er al.,
2001b.)

Utilising the Internet channel as a complement requires that marketers understan ¢
best to exploit each channel to its full advantage (Rasch & Linter, 2001). For example,
the offline channel offers organisations the advantages of physical distribution points,
operational physical logistics system and established brand names (S /erstein et al.,
2001b), as well as facilitating physical interaction with the product and the satisfaction of
the social-interaction shopping motive (Rasch & Linter, 2001.) On the other hand, e
Internet channel enables the organisation, at a low variable cost, to offer rou: the >ck
trading hours, detailed product information and easy price comparisons, up-to-date
inventory availability data, together with a fast and easy communication method (Rasch
& Linter, 2001; Silverstein ef al., 2001b). Further, while it is more efficient to utilise an
already established distribution system to execute order fulfilment, it is significantly ore

efficient to take and process orders via the Internet channel (Porter, 2001).

While one channel may be better than the other at different stages of the buying decision-
making process, each must be able to serve the customer’s requirements throu; out 1e
process (Rasch & Linter, 2001). Organisations able to provide for the sean :ss,
integrated customer experience across channels will gain a definite conr ti ‘e

advantage (Rasch & Linter, 2001; Silverstein ez al., 2001a).
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The seamlessly integrated bricks-and-clicks strategy is characterised by a number of
features. These include, allowing orders placed online to be picked up from a convenient
distribution outlet, offering discounts based on total purchases across channels (Kotler,
2003: 506; Mohammed et al., 2003: 467), integrating order history across transaction
channels, updating customer preferences based on both online and offline transactions
(Mohammed ef al., 2003: 467) and allowing products ordered online to be returned a

convenient offline distribution outlet (Kotler, 2003: 506.)

To foster relationship-building efforts, customer information across chann 3 must be
coordinated (Mohammed ef al., 2003: 468) in such a way that a single, integrated vic  of
each individual customer is gained, regardless of which touch point they use (( rist: her
& Payne, 2003: 492.) Every interaction with each individual customer, regardless of
which channel they use, should be informed with the required information to ensure that
that individual customer’s unique needs are properly addressed (Peppers, 2000). Furt r,
each channel should synergistically support the other (Burns, 2001: 278; Schoenbachler
& Gordon, 2002), creating a consistent brand image (Rasch & Linter, 2001; Silverstein et
al., 2001a; Schoenbachler & Gordon, 2002) and high quality customer experience across
channels (Rasch & Linter, 2001; Silverstein et al., 2001a; Christopher & Payne, 2003:
493.)

The overriding marketing principle then, is not simply to manage the o1 ne and offline
channels, but rather to manage across them to create a seamlessly integrated customer-

oriented experience (Silverstein ef al., 2001b).

Such seamless integration of the online and offline channels is important from both a
market orientation and relationship marketing perspective. As discussed in chapter ,
one of the central principles of being market oriented is to achieve superior customer
satisfaction relative to competitors (Kohli & Jaworski, 1990; Narver & Slater, : ),
Slater & Narver, 1995). As the bricks-and-clicks strategy becomes r ( norm,
rather than the exception in both the business-to-business (Webb, 2002) and business-to-

consumer markets (Rasch & Linter, 2001), so the degree of channel integration becomes
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In util ng the Internet as a network-marketing platform (¢ . in, 2 ),
marketers will need to build the level of trust that facilitates the type of information
sharing between network partners necessary to ensure the seamless integration of value
adding activities (Kotzab er al., 2003.) The overriding role of marketers within these
virtually integrated value delivery networks will be to ensure that all parties remain
focused and committed on delivering customer-defined value (Webster, 1994a), across

channels (Silverstein et al., 2001a.)

From a marketing education perspective, this means that it is increasingly necessary to
focus on the supply side, as well as on the demand side of the value delivery n  wo

(Heckan, 1999). As highlighted in the previous chapter, marketing education nee to
widen its scope beyond customer-side relationship marketing principles to inclu

network-marketing principles (Evans et al., 2002). This should include the use of the
Internet as a network-marketing tool (Sawhney & Zabin, 2002). Thus, it can be stated
that generic marketing students should be equipped with an understanding of the

principles guiding:

o Leveraging Internet technologies to build a customer-led value delivery network,
that is, seamlessly integrating upstream and downstream supply chain activities

into a customer-responsive process.

In chapter two, international marketing was identified as a fundamental element in
general marketing theory (Section 2.10) and in chapter three the influence of e Internet
in driving globalisation was highlighted (Section 3.3.) Below, the use of the Intern as

an international marketing tool is outlined.

4.7 INTERNET AS AN INTERNATIONAL MARKETING
S RATEGY TOOL

According to Lazer (1993), the global market phenomenon requires marketers to

conceptualise markets as being borderless and marketing opportunities and  :ats as
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seamlessly occurring across geographical regions. >veloping the marketing
competencies and capabilities required to address the increasingly global nature of the
market place has long been accepted as critically important for modern marketers (Olivia,

1997; Day & Montgomery, 1999; Hunt, 2002; Rao & Ali, 2002).

As both an important enabler and driver of global marketing, today’s marketer needs »
understand the use of the Internet as a tool in international marketing (Quelch &  :in,
1996; Hamill, 1997). Specifically, marketers need to understand the Internet-en: :d
internationalisation process, the strategic implications of the Internet to the internation
marketing mix and the strategic use of Internet technologies in supporting and managi

global marketing network activities (Hamill, 1997).

4.7.1 Internet-enabled internationalisation process

The term internationalisation describes the development process by Vv 1 an
organisation’s expansion into the international market place takes place (Johansson,
2000: 155). In international marketing teaching and literature, the dominant model of
internationalisation is the incremental process model (Hamill, 1997). This model d icts
internationalisation as a sequential process, involving distinctive stages of gradu

increased commitment by an organisation to international markets (Johansson, : 155;

Keegan & Green, 2003: 291).

In today’s Internet-enabled business world, the relevance of this incr iental
internationalisation model has become questionable (Hamill, 1997; Johansson, 20t
155). The Internet, with its global reach, provides organisations, both small and large,
with instant access to international markets at a reasonable cost (Hamill, 1997; Palumbo
& Herbig, 1998). The inherently global nature of the Internet (Johansson, 2000: 52!
means that any organisation with a Web site is, by definiti  international (Quelch &
Klein, 1996.) The automatic access that the Internet affords organisations to glob
markets means that some organisations are “born global”, that is, they have the choice of

going global from the outset, regardless of their size (Johansson, 2000: 155).
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4.7.2 Strategic implications of the Internet to the intermatic al

marketing mix

The Internet creates new strategic implications regarding the international marketing mix

which marketers will need to understand and address.

4.7.2.1 Strategic implications of the Internet to the internation:

product strategy

The Internet has given rise to a number of significant marketing implications for the
international product strategy, which contemporary marketers need to understand if they

are to succeed in capitalising on the Internet’s global strategic potential.

Marketers can utilise the Internet to add value to the core international market offering by
providing product support and value-adding information to international customers, as
well as customised Web-based customer service (Quelch & Klein, 1996). ur er, by
using Internet technologies to link marketing, engineering and design expertise across the
globe, the potential exists to develop product offerings that truly encapsulate glob vy
appealing features and benefits (Keegan & Green, 2003: 354).  Alternatively,
international marketers can use Internet technologies to cost effectively resear , devi »p
and test market customer-led adaptations of the global product, as well as the other

marketing mix elements (Quelch & Klein, 1996).

For organisations offering niche products that require a critical mass of customers to
succeed, the Internet can be used to increase their market size to target ; »>bally dispersed
customers (Quelch & Klein, 1996; Worthington-Smith, 2001: 228; Mohamme er al.,
2003: 249), which prior to the Internet could not have been profitably exploited (Peterson
et al., 19¢ ..) Indeed, according to White (1997), unique, country-specific ni e prc icts
that are not readily available in foreign markets are particularly well suited to Intern

based international marketing.

Chapter 4: The Internet as a marketing tool



























201

Given the growing importance of international marketing and the acknowledgement of
the network approach as a critical success factor thereof, it is essential that today’s
generic marketer understands the strategic uses of Internet technologies in managing and
supporting global network marketing activities from both a multinational and a sma

business perspective. Thus, this study subjects that generic undergraduate ma eting

students should understand the principles guiding:

» Applying the Internet strategically as an international marketing tool to optimise

international marketing efforts.

At all times, use of the Internet as a marketing tool, needs to be in line with the principles

of ethical marketing, as discussed next.

4.8 MARKETING ETHICS IN THE INTERNET AGE

A significant issue, frequently highlighted in both academic research and media rc  rts,
is that pertaining to the ethical use of the Internet by marketers. Unethical marketing
practices are as old as marketing itself and the Internet is merely a new enviror ient
within which it is occurs. While certain practices are clearly unethical and even illegal,
Kotler (2003: 701) notes that it 1s often difficult to differentiate between common and
unethical marketing practices. The ‘newness’ of the Internet environment gives rise to
new ethical dilemmas. The most pertinent of these dilemmas revolves around the issue
of privacy.

In chapter two, it was noted that ethical marketing conduct is fundamental to trust v ich,
in turn, is fundamental to building relationships (Section 2.11). Relationship ma  ing
efforts necessitate information rich customer databases and frequent interactive
cc  nunication with customers on an individual level (Section 5). As in
th 1 s three and four, the Internet, as a marketing tool, f m ’
ability to gain in-depth insight into customer behaviour. It further allows for cost

effective, frequent and real-time interactive marketing communication, even at the
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