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generiese voorgraadse bemarkingstudente beskou. Sekere de : sting is

ook van beide groepe gevra.

Die bevindings toon aan dat beide die Internetgedrewe bemarkingsomgewings
veranderings en die beginsels wat die gebruik van die Internet as bemarkingsm I
lei, relevant is vir generiese voorgraadse bemarkingstudente. Die bev lings 1
verder daarop dat die aanbieding van Internetbemarkingsinhoudskomponente met
bestaande bemarkingsonderwerpe geintegreer moet word. Wat die leeruitk: iste
betref, dui die bevindings daarop dat beskrywende Internetbemarkingsbeginsels as die
oorheersende leeruitkomste aanvaar word. Verder is daar ‘n hoé korrelasie tus  n die
houding van bemarkingspraktisyns en die houding van bemarking  ac mici
aangaande die relevansie van Internetbemarkingsinhoudskomponente vir generiese
voorg dse bemarkingstudente, sowel as die geselekteerde implementeringsmetode

en die voorgestelde leeruitkomste.

Die studie dien om generiese voorgraadse bemarkingsonderrig te bevorder, ur die
identifisering van ‘n volledige inventaris van Internetbemarkingsinhoudskor onente
binne die raamwerk van die generiese bemarkingstcorie. Die studie ‘n
gebalanseerde mening aan deurdat dit die mening van beide bemarkingspraktisyns en
bemarkingsakademici in ag neem. Die inventaris van Internetbemarkings-
inhoudskomponente, tesame met die voorgestelde metode van implementering en
leeruitkomste, kan gebruik word as ‘n platform om leiding te verskaf vir die
gestrukturcerde integrasie van daardie inhoudskomponente in ‘n generiese

voorgraadse bemarkingsprogram.









that Internet marketing content elements should be integrate into ex ng mark: ng
subject offerings. Régarding the learning outcomes, ~ : findings in = =2

Internet marketing principles to be the overriding learning outcome. In addition, there
was a high convergence between the attitudes of marketing practitioners and the attitu :s
of marketing academics regarding the relevance of Internet marketing content elements to
generic undergraduate marketing students, as well as the selected implementation me  d

~and suggested learning outcomes.

This study serves to advance generic undergraduate marketing education by identifying

comprehensive inventory of Internet marketing content elements within the frame' rk of
general marketing theory. The study offers a balanced view in that it incorporates the
opinions of both marketing academics and marketing practitioners. The inventory of
Internet marketing content elements, together with the suggested implementation method
and learning outcomes, can be used as a platform to guide the structured integration of

these elements into generic undergraduate marketing programmes.
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(Hoffman et al., 1995; Peterson et al., 1997; Darby et al., 20t e unpar led
properties of this hypermedia environment have resulted in the Internet ‘aying pivotal
role in the paradigm transmutation occurring in marketing (Hoffman & Novak, 1997;
Kiani, 1998; Nour, 2000; Schultz, 2000). As a marketing channel, the Internet offers the
salient advantages of one-to-one interactivity, flexibility and accessibility (K 1, 1998).
The uniqueness of the Internet as a marketing channel lies in the fact that no :isting

channel boasts all the features inherent in the Internet (Peterson ez al., 1997).

In order to keep pace with the needs of twenty-first century business and to ensure the
position of marketing as a discipline within business education, marketing educators need
to integrate Internet marketing content into marketing curricula. In the conter orary
business world marketing graduates equipped with Internet marketing competer s are
likely to have a competitive advantage (Atwong & Hugstad, 1997; Mitche & Strauss,
2001). Thus, marketing educators need to incorporate Internet marketing principles into
existing marketing curricula if they are to ensure that their end product, e graduate,
meets the requirements of their customer, the business employer (Mitchell & Strauss,

2001).

This chapter outlines the study objectives in section 1.3. Section 1.4 discusses the
formulation of the research hypotheses and section 1.5 describes the demarcation of the
field of study. The research methodology to be followed is discussed in section 1.6.
Section 1.7 provides a basic glossary of Internet terminology used in this study, while
section 1.8 provides a classification of the chapters in this study. Section 9 indicates
the limitations of the research study. These issues are discussed against the background

of the problem statement outlined below in section 1.2.

1.2 PROBLEM STATEMENT

The s ificant growth of Internet usage (McGann, 2005) and Inter e
(Sukazi, 2004: 7) have given rise to a number of pivotal changes in the contemporary

marketing environment (Rayport & Sviokla, 1995; Weiber & Kollmann, 1998; Day &

Chapter 1: Introduction and problem statement


















responses from 2 marketing practitic :rs and 1 company Y ‘ ies from 3

marketing practitioners.

The questionnaire was designed to allow for mainly fixed-alternative responses on fo -
point Likert scales. All questions using scaled responses included a no-response o on

to alleviate potential loss of validity arising from forced response.

The questionnaire was initially pre-tested using first the protocol method and then the
debriefing approach. After making the necessary adjustments and refinements e
questionnaire was then piloted on two groups of respondents to test its reliability. The
first group comprised 113 third year marketing students and the second comprised 50
fourth year marketing students. Results of these two pilot studies were duly coded and

tabulated.

6.3 1ta re iirements

Five types of data were captured for the study.

I. Relevance of Internet-driven marketing environmental changes to generic

undergraduate marketing students.

[\

Relevance of the principles guiding the use of the Internet as a marketing tool to

generic undergraduate marketing students.

(8]

Suitable approaches to implementing Internet marketing princij >s ~ hin
undergraduate business programmes.

4. Internet marketing learning outcomes relevant to generic undergraduate ma eting
students.

5. Demographical data.
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The market environment includes the organisation’s current and potential consumers
and/or organisational customers, their needs, preferences and buying behavic incl ing
the factors that influence that behaviour (Cronje er al., 1990: 43; Kotler, 2003: 14). It
also includes current and potential competitors offering rival market offerings or
substitute market offerings (Jain, 2000: 77, 78; Kotler, 2003: 14). Lastly, the market
environment includes the organisation’s collaborators that contribute >»ward =

organisation’s ability to deliver on its value proposition (Kotler, 1999: 83).

The macro-environment refers to those forces that give rise to trends and developments
that may influence the organisation (Kotler, 2003: 15) directly (Cronje ez al., 1990: 43) or
indirectly via their influence on the actors in the market environment (Cronje et al., 1990:
43; Kotler, 2003: 15.) These forces include physical/natural (Kotler, 2003: 3),
economic, social, regulatory/legislative, demographic, and technological environmental

trends (Cronje et al., 1990: 43; Dibb, 1996; Kotler, 2003: 15.)

Marketing intelligence provides the indispensable foundation of strategic management
(Wee, 2001). Successful strategy formulation, at corporate, business and operational
level, depends on the match between internal resources and capabilities, and external
environmental realities (Walker es al, 2003: 25). The continuous monitoring and
analysis of the variables that form part of the marketing environment represents one of
the pivotal tasks of professional marketers (Siegel, 2000; Kotler, 2003: 159; Walker

al., 2003: 25). Closely linked to the marketing intelligence task is the task of marketing

research (Wee, 2001), which is discussed next.
2.7 MARKETING RESEARCH

Whereas marketing intelligence refers to the systematic and continuous gathering,
analysis and interpretation of information about trends in the marketing envirc nent,
marke res ch refers to the ad hoc gathering, analys and | of
information concerning a particular marketing occurrence or situation (Wee, 2001:

Kotler, 2003: 125, 129). Kotler (2003: 129), defines marketing research as the

Chapter 2: Fundamental elements of general marketing theory



“systematic design, collection, analysis and reporting of data and fir 18 a toa
specific marketing situation facing the company”. That is, the emphasis « marketing
research is on solving a specific marketing issue or problem (Cravens, 1994: 250;

Bennett, 2002: 179).

Recognition of the importance of basing business decisions on marketing research can be
found in marketing text datiﬁg back to the early 1900s. Clark and Clark (1' 2: 544)
summarise the main contributions of marketing research to business success to be as
follows: “(1) To keep a business in touch with its markets; (2) to elim ite waste in
marketing methods; (3) to develop new products or markets; (4) to insure against
unforeseen changes in the market; (5) to guide sales promotion efforts; and (6) to infuse
enthusiasm in the organisation through the knowledge on the part of the personn that
marketing activities are based on scientific knowledge of its market.” The authors go on
to prescribe that specifically relevant data must be gathered and synthesised wi  already
existing data available from other sources, and that this data must be interpre 1and en

applied to delineated business problems.

Perreault and McCarthy (1996: 155) concur, stating that marketing research procedures
need to be utilised to aid marketing decision-making. The authors also subject that owing
to continued improvements in research methodology, marketing research findings are

now more dependable and, hence, more valuable than ever before.

Evans and Berman (1982: 54) emphasise that marketing research must be systematic in
that it must follow a specific step-by-step process. Further, the authors stress that the
process must be scientific which necessitates that it be objective, accurate 1d  orough.
Bennett (2002: 179) adds that for marketing research findings to be useful the research

must be both reliable and valid.

aral” the marketing re wch process starts with  invest  n of tl ound
of the research problem. This includes defining the problem, establishing the objectives

of the study, determining what relevant secondary data already exists and what further
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data, if any, is required (Wee, 2001). If existing secondary data is not deemed to be
reliable, accurate, sufficient or current enough for the problem on hand then a primary
study will be embarked upon (Kotler, 2003: 131). Then, depending on the objectives of
the study, the primary research design will be selected (Boyd er al.,, 1985: 38), where a
choice is made between quantitative, qualitative or a combination of the two research
design methodologies. The selected research design methodology then serves to ¢

how data is collected and analysed (Wee, 2001). The relevant research findings are then

reported on and, if deemed valid, acted upon (Kotler, 2003: 139).

As with marketing intelligence, the principles and practices of marketing research
constitute a salient ingredient of every marketing curriculum (Luck & Rubin, 1987: xiii;
Malhotra ef al., 2002), given that marketing research is considered to be an essential task
of marketing (Webster, 1992; Kotler, 1998; Ferrell & Hartline, 2005: 11.) Luck and
Rubin (1987: xiii) subject that marketing students need to understand “when and where to
use marketing research, how to make it effective and choose among ¢ tional methods,
and how to interpret results”. In a similar vein, Moberg and Walton (2003) identify the
“information/tools necessary to conduct valid and effective marketing research” as a

critical knowledge area for marketing students.

Gronroos (1997) argues that conventional marketing research treats customers as
numbers, relying on broad estimates, rather than any true understanding of customers. In
contrast, relationship marketing, which advocates building customer databases, focuses
marketing research efforts on developing true insight into customer needs and
preferences (Gronroos, 1997; Franzak et al., 2001). Gordon (1998: 194) desct es the
database as being the “engine” of relationship marketing. Through the use of databases,
marketers can build the detailed profiles of customers that are so critical to successful
relationship marketing efforts (Franzak er al., 2001). Marketing research and customer
knowledge housed in the organisation’s customer database provides the essential input

into the marketing strategy process (Buttle, 2004: 11), as discussed next.
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product-specialisation targeting, market-specialisation targeting and full-ma st targeting

(Kotler, 2003: 299; Ferrell & Hartline, 2005: 150).

Kotler (2003: 308) defines positioning as “the act of designing the company’s offe 1g
and Image to occupy a distinctive place in the mind of the target market”. The author
goes on to state that the outcome of positioning should be a customer-centred value

proposition, a potent reason why the target market should purchase the product.

Other marketing texts infuse both a customer and competitor orientation into their
description of the positioning process. Accordingly, they refer to positioning as the target
market’s understanding of the organisation or brand in relation to that of competing
organisations or brands (Evans & Berman, 1982: 226; Evans, 2003: 279; Walker et al.,
2003: 171; Ferrell & Hartline, 2005: 151).

The two fundamental principles of successful positioning are identified as
communicating benefits as opposed to features and ensuring that each bran s
selling/value proposition is uniquely differentiated (Schiffman & Kanuk, 2004: 12).
Product differentiation is central to creating a competitive advantage (Kotler, 2003: . 3)
and it is the brand that is core to creating this differentiation (Ferrell & Hartline, 2005:
151.) Indeed, branding is acknowledged as a key issue in the product strategy (Kotler,
2003: 418; Ferrell & Hartline, 2005: 175) and is discussed in the following section.

Relationship marketing theorists postulate that segmentation should occur on the asis of
customer relationship profitability analysis (Webster, 1994a; Gronroos, 397; Gordon,
1998: 43; Hughes, 2000: 24). In other words, that the segmentation process should focus
on uncovering the “value potential” of each delineated segment (Buttle, 2004: ).
Some customers are more valuable to the organisation than others and, as such, the
o-~nnisation would be better-served focusing relationship buil™ ; ef

cus ers ( :bster, 1994a). Retention is not a sufficient measure of a ct  »mer’s vi e,
as even long-term customer relationships may not be profitable. Rather, an 1alysis of

the customers’ profitability should guide the decision of which customers to retain

Chapter 2: Fundamental elements of general marketing theory
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(Gronroos, 1997). Hughes (2000: 24) suggests using customer 1.__time values as the
basis for segmenting customers within the organisation’s customer database. According
to the author, lifetime value can be defined as “the net present value of profit that you

will realise on the average new customer during a given number of years”.

The decision of which segment(s) to target is then based on customers’ profitability  the
organisation (Webster, 1994b), where the goal is to target those customers with the
greatest future profit generating capacity (Buttle, 2004: 101.) Further, the organisation’s
customer database can then be used to target profitable customers with tailored marketing

efforts (Gronroos, 1996; Buttle, 2004: 11).

Regarding positioning, Webster (1994b) argues that positioning relative to competitors is
far too narrow a concept. The author prescribes that marketers should rather position
according to a value proposition. Kotler (2003: 62) defines a value proposition as “the
whole cluster of benefits the company promises to deliver”. Gronroos (1997) warns that
while these promises are essential in attracting customers into a relationship, e
relationship can only be maintained and enhanced upon if the organisation deliv 3 on
these promises. Whether a traditional or a relationship marketing perspective of the
marketing strategy is taken, the primary purpose of this strategy is to guide decisions

regarding the marketing tactics.

2.9 MARKETING TACTICS - MARKETING 11X
STRATEGIES

As discussed in section 2.4, the third fundamental component of marketing refers to the
marketing tactics. Marketing tactics involve the actual design of the marketing mix
(Webster, 1992; Kotler, 2003: 111). While the four Ps framework — product, ce,
promotion/ marketing communication and place/distribution — has been subject to a great
deal of criticism, it still provides marketers with a useful tool for guiding marketing mix

planning (Adcock et al, 1995: 119; Kotler, 1999: 96). It is this marketing mix that
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Ferrell & Hartline, 2005: 161) and their level of tang lity (Adcock et al., 1995: 140;
Kotler, 2003: 410.)

Classifying products according to their use involves differentiating between business-to-
consumer products and business-to-business products. Consumer products are typic.
further categorised into convenience, shopping and speciality products (Evans & Bermén,
1992: 215; Stanton et al,, 1992: 191; Adcock er al., 1995: 140; Perreault & McCarthy,
1996: 280; Etzel et al., 1997: 194; Kotler, 2003: 410; Lamb et al, 2004: 20 Ferr &
Hartline, 2005: 161). Business-to-business products are generally categorised as raw
materials, fabricated parts and materials, installations, accessory equipment an operating
supplies (Evans & Berman, 1992: 215; Stanton et al., 1992: 197, Perreault & 1 :Carthy,
1996: 286; Etzel et al., 1997: 198; Kotler, 2003: 411, 412; Ferrell & Hartline, 2005: 33).

In terms of tangibility, four characteristics are typically used to distinguish services from
physical goods. These unique characteristics of services — intangibility, ins: arability,
variability and perishability — are said to present marketers with specific challenges
(Zeithaml & Bitner, 1996: 19; Pitt er al,, 1999; Kotler, 2003: 410; Ferre & Hartline,
2005: 180, 181).

Firstly, being intangible makes services difficult for customers to evaluate prior to
purchase and consumption (Kotler, 2003: 446; Ferrell & Hartline, 2005: 180). The
challenge for marketers is to convert the intangible service into a tangible benefit (Kotler,

2003: 447).

Secondly, production and consumption of services, by necessity, occurs simultaneously.
This means that both the service provider and the service consumer need to be present at
the same time and in the same location (Zeithaml & Bitner, 1996: 20; Kotler, 2003: 447;
Mohammed ef al., 2003: 243; Ferrell & Hartline, 2005: 181), making ecor ¢ e
difficult to realise (Zeitham] & Bitner, 1996: 21.) In order to lower co [

to find ways to either increase the ratio of customers to service providers per contact
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implies (Kotler, 2003: 409) and the fact that many, if not the majority, c. .he value added

services augmenting the offering are delivered by non-marketing staff (Gronroos, 796.)
2. W o deve pme t

New product development, as a key marketing decision related to the product strategy
(Ferrell & Hartline, 2005: 166), is frequently highlighted as being fundamental to an
organisation’s future growth and profitability (Perreault & McCarthy, 1996: 323; Etzel et
al., 1997: 204; Kotler, 2003: 348; Walker et al, 2003: 196; Lamb et al, 20t : 252;
Ferrell & Hartline, 2005: 166.) Indeed, the ability to generate and screen new product
ideas, develop the product concept, right through to test marketing and commerci. sation

is considered to be a fundamental generic marketing skill (Kotler, 1998).

One of the concerns facing today’s marketer is how to improve the new product
development process, both in terms of speed to market and success rate (Day er al,
1992). Speed and flexibility (Balasubramanian et al., 2001: 325), together with customer
input (Webster, 1992; Balasubramanian et al, 2001: 325) and collaboration between
organisational expert teams (Day ef al., 1992) are considered as crucial ingredients in a
successful new product development process. From a relationship marketing perspective,
cooperatively designing, developing, testing and refining the product by collaborating
with customers throughout the new product development process is considered a crucial
prerequisite to building an ongoing relationship with customers (Gordon, 1998: 7, 2,

13).
29.14 Branding

Branding represents the core element of the product strategy (Kotler, 2003: 413; Ferrell
& Hartline, 2005: 175). Kotler (2003: 418) refers to branding as “the art and cornerstone
of marketing”, stating the ability to build brands to be possibly the mc¢ important
professional marketing skill of all. Brands are considered to be a powerful purchase

decision influencer in both the business-to-consumer and business-to-business markets
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(Adcock et al., 1995: 373; Gordon, 1998: 131). This recognition of the value of brands is
increasingly leading many marketing professionals to substitute the word ‘product’ with

that of ‘brand’ in their vocabulary (Doyle, 2003: 298).

A brand is a product-positioning tool (de Chernatony, 2003: 377) that identifies the
organisation’s products and differentiates them from those offered by competitors (Lamb
et al., 2004: 230; Ferrell & Hartline, 2005: 175.) A brand is a name, a design, a syn ol
or a combination thereof (Evans & Berman, 1982: 271; Kotler, 2003: 420; Lan et .

2004: 230; Ferrell & Hartline, 2005: 175). Successful brands include »>th ration; and
emotional appeals that promise customers a unique brand experience (de Chernatony,
2003: 372; Kotler, 2003: 420). Infusing a brand with emotional values aids in creating a
brand personality (de Chernatony, 2003: 377), which aids in creating an emotional bond

between the customer and the brand (Lamb ez al., 2004: 231.)

The value of brands, as intangible organisational assets (de Chernatony, 2003: 372), is
expressed in terms of brand equity (Perreault & McCarthy, 1996: 295; Lamb ez al, . 04:
233; Ferrell & Hartline, 2005: 177.) According to Etzel ef al. (1997: 252), this concept of
brand equity has become one of the most popular topics in marketing literature. Brand
equity refers to the value of the brand’s overall position in the market (Perreault &

McCarthy, 1996: 295; Ferrell & Hartline, 2005: 177).

Building brand equity necessitates an understanding of the brand as being essentially a
marketing promise, where the customer experience depends on the organisation’s ability
to consistently deliver on that promise (Kotler, 2003: 420). Focusing on building brar

equity facilitates the coordinated implementation of the marketing mix. It is the link
between the brand’s positioning and the marketing mix tactics that must support it. ~ is
serves to enhance the consistency between these elements in delivering on the brand’s

promise (Roberts, 2000).

In the case of physical goods, another two aspects that marketers need to consid  und

the product strategy are that of packaging and labelling (Kotler, 2003: 436). Packa i,
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labelling and branding are all closely related (Etzel er al,, 1997: 258; Ferrell & Hartline
2005: 179) in that all three contribute to the positioning, differentiation and identity of the
product (Ferrell & Hartline, 2005: 179.)

The main functions of packaging include product protection, storage, promotion and
facilitation of the convenient usage of the product (Evans & Berman, 1982: 287;1 1 er
al., 2004: 242; Ferrell & Hartline, 2005: 179). Additionally, packaging can be used to aid
in product repositioning and modification strategies (Ferrell & Hartline, 2005: 179).
Given that packaging plays a significant role in facilitating instant brand recognition

(Kotler, 2003: 436), it is essentially a marketing task (Etzel e al., 1997: 255.)

Closely linked to packaging (Etzel er al., 1997: 257; Lamb et al., 2004: 242), labelling is
typically characterised as being either persuasive or informative in nature (Lamb et al.,
2004: 243.) In addition, labelling may also take the form of a product-grading :vice
(Etzel et al.,, 1997: 257; Kotler, 2003: 437).

Labelling and packaging (Ferrell & Hartline, 2005: 179), together with the other
components of the mar] ing mix all contribute to building brand equity (de Chernatony,
2003: 377.) Brand equity has important relationship marketing connotations. Perreault
and McCarthy (1996: 295) are of the opinion that it is this concern about brand equity
that is driving the move toward the relationship marketing movement. Taking a fferent
stance, Kotler (2003: 423) reasons that a strong brand indicates loyal customers and,
hence, makes an important contribution to creating customer equity. Following this
logic, the author offers that brand management represents a significant relatior p-
building tool. While in no way discounting the importance of brand management as a
relationship-building tool, Gordon (1998: 132) believes brand equity to have more of a

proverbially “foot-in-the-door” type of functionality in relationship marketing.

Pricing strategy, as a component of the marketing mix, is discussed next.
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Two further factors said to influence price strategy determination are the stages of the
product life cycle (Lamb et al., 2004: 394; Ferrell & Hartline, 2005: 194) and the other
elements of the marketing mix (Stanton ef al., 1992: 272; Etzel et al., 1997: 283; Kotler,
2003: 487; Lamb et al., 2004: 405; Ferrell & Hartline, 2005: 195.)

Lastly, marketing text indicates the importance of marketers considering both the legal
(Perreault & McCarthy, 1996: 535; Lamb et al,, 2004: 398; Ferrell & Hartline, ;| 05:
208) and ethical issues when determining the pricing strategy (Lamb et al,, 2004: 398;
Ferrell & Hartline, 2005: 208.)

2 ricing strategies, m« ods and tactics

Marketing text identifies a number of common base pricing strategies. The market
skimming pricing strategy involves setting the price initially high relative to compe ors,
while the market penetration strategy involves setting price initially low relative to
competitors (Stanton et al,, 1992: 310, 311; Perreault & McCarthy, 1996: 520, 521; Etz

et al, 1997: 317, 318; Kotler, 2003: 473, 474, Lamb et al, 2004: 405; Ferre & Hartline,
2005: 211). The non-price strategy focuses on emphasising the other aspects « the
marketing mix rather than price (Stanton ez al., 1992: 316; Etzel et al., 1997: 316; Ferre

& Hartline, 2005: 211). There is also the value-based pricing strategy involving offering
consistently low prices (Adcock ef al, 1995: 197; Etzel et al., 1997: 327; Ferrell &
Hartline, 2005: 211). The prestige/premium pricing strategy, whereby prices are kept
consistently high relative to competitors, is an effort to communicate exclusivity and
superior brand quality (Adcock et al.,, 1995: 196; Ferrell & Hartline, 2005: 211). 1 stly,
there is the status quo pricing strategy involving matching competitors’ prices by

charging the market price (Lamb et al., 2004: 398; Ferrell & Hartline, 2005: 211).

A number of pricing n hods are identii | in marketing text. To mention

the : metk include mark-up pricing (Evans & Berman, 1¢ &
McCarthy, 1996: 557; Kotler, 2003: 480), cost-plus pricing (Evans & Berman, 1982: 554;
Stanton ef al., 1992: 272; Etzel et al, 1997: 286) and target-return pricing (Evans
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m 1, 1982: 558; 1 reault & McCarthy, 1996: 5¢ I ler, . amb et al,
2004: 383.) There are also dynamic pricing methods, such as yield management (Kotler,
2003: 492; Ferrell & Hartline, 2005: 199), negotiations (Stanton er al, 1992: 31 1;
Perreault & McCarthy, 1996: 585; Etzel er al,, 1997: 325; Lamb et al.,, 2004: 402; Ferrell
& Hartline, 2005: 206) and auctions (Kotler, 2003: 485; Ferrell & Hartline, 2005: 206.)

According to Lamb ez al. (2004: 399), price tactics are short-term approaches used by
marketers to adjust the base price in reaction to changes in the market. Commonly used
price tactics include discounts, allowances (Stanton et al, 1992: 306; Perreault &
McCarthy, 1996: 526; Etzel et al., 1997: 319; Kotler, 2003: 489; Lamb e al., 2004: 399;
Ferrell & Hartline, 2005: 205), and rebates (Lamb er al, 2004: 399), as well as
geographic pricing tactics (Evans & Berman, 1982: 542; Stanton er al, 1992: 309;
Perreault & McCarthy, 1996: 532; Etzel er al., 1997: 323; Kotler, 2003: 489; Lan et al,
2004: 400; Ferrell & Hartline, 2005: 205.) Further, there are promotional pricing tactics,
product mix pricing tactics (Kotler, 2003: 491, 492) and discriminatory pricing tactics
(Evans & Berman, 1982: 566; Perreault & McCarthy, 1996: 536; Kotler, 2003: 491;
Ferrell & Hartline, 2005: 205.)

Diamantopoulos (2003: 342, 343, 344) asserts that despite the numerous pricing mod« ;
that have been developed by academics, in practise these are rarely implemented.
Monroe and Cox (2001) concur, stating that most practitioners follow a naive approach to
their pricing decision, failing to research how customers view price differences and form

value perceptions.

From a relationship marketing perspective, price, while acknowledged as not being
unimportant, is considered to be less relevant. The belief is that strong relationships with
customers moderate the customer’s price sensitivity (Gronroos, 1997). Further, price
sensitive customers are generally considered to be transactional, rather than relational
and, as such, are not considered to be profitable ta=~~t s~~nents (f es,

Webster (1994b) points out the strategic dangers of competing on price to include

building sales volume at the expense of profit margins and attracting the ‘wrong’ type of
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sto — one that is unlikely to be either satisfied or loyal. Price, together with
marketing communication, serves to communicate the organisation’s value proposition to

the organisation’s targeted segment(s).

-93 ¢ 18 ¢C :

ra
e

Having a product that is well developed and attfactively priced is naturally important to
marketing success. Yet, even such a product is likely to be a marketing failure w1 :ss it is
effectively promoted to the organisation’s target market(s) (Kotler, 2003: 563; Lamb er
al, 2004: 315). Stimulating interest in and demand for the organisation’s prod s is
considered to be one of the generic tasks of marketing (Kotler, 1998). Promotion, r as it
has become more popularly labelled, marketing communication (Doyle, 2003: 308) is
essentially the task of effectively communicating the benefits of a product to the intended
target market(s) of the organisation. The three fundamental objectives of the marketing
communication component of the marketing mix are to inform, persuade and remind the
target market about the organisation and its products (Evans & Berman, 1982: 412;
Stanton er al, 1992: 423; Perreault & McCarthy, 1996: 425; Etzel et al, 1997: 4
Lamb et al., 2004: 315).

When discussing the marketing communication component of the marketing mix,
marketing text typically reviews the elements of the communication process and the
unique characteristics of each of the elements in the marketing communication mix.
Further, reference is generally made to the factors that influence the marketing

communication mix and the prescribed steps in developing a marketing communication

plan.
2.9.3.1 Communication process
most all the marketing texts reviewed in this study provide an overview of the

communication process. Common to all, are the communication elements of

source/sender, encoding, message media/message channel, receiver/audience, a feer
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conditions under which it would be the most effectively employed (Etzel et al, 1997:
440.) '

For example, Lamb er al. (2004: 326) summarise that while advertising, sales promotion
and public relations are indirect, impersonal, one-directional, non-flexible messages that
provide little and delayed feedback, they do have extensive audience reach. The authors
indicate that in contrast, personal selling allows for direct, personal, bio-directional,
customised messages with rich and immediate feedback, yet is severely limited in terms

of reach.

Perreault and McCarthy (1996: 420) indicate that because each marketing commur  tion
element offers unique strengths and constraints, marketers generally use them in

combination.

3.3 D. eloping the marketing commtu ication 1

In developing an effective marketing communication mix plan it is prescribed that the
target audience be defined in explicit terms (Kotler, 2003: 566; Lamb ez al., 2004: 336).
Following this, specific objectives are set (Evans & Berman, 1982: 424; Perreault &
McCarthy, 1996: 425; Kotler, 2003: 568; Lamb ez al.,, 2004: 336) in terms of whether a
cognitive, affective or behavioural response is being sought by the marketer (Kotler,

2003: 568.)

Use of the hierarchy of effects model is often prescribed for this purpose (Evans &
Berman, 1982: 425; Kotler, 2003: 568; Lamb er al., 2004: 331). Alternatively, the 1

(attention, interest, desire and action) model may be used for guiding the setting of
marketing communication objectives (Adcock er al., 1995: 227; Perreault & McCa 1y,

1996: 429; Lamt  al, 2004: 329).

To be effective, these objectives should be measurable and formulated in factual terms.

Further, they should be realistic and consistent with the objectives of the overall
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marketing strategy. In addition, the objectives should be based on proper marketing

research and should clearly define the intended target audience (Lamb et al., 2004 337).

Once the target market is identified and the objectives have been set, marketers should
develop a marketing communication budget. The major approaches that can be applied
for this purpose include, the object-and-task method, the percentage-of-sales method, the
all-you-can-afford method, the competitive parity method (Evans & Berman, 1982:
Stanton et al., 1992: 442, 443; Adcock ef al., 1995: 232; Etzel et al., 1997: 453; K¢ r
2003: 577; Lamb et al, 2004: 337) and the incremental increase method (Evans &
Berman, 1982: 424; Perreault & McCarthy, 1996: 441.)

>

Designing the communication message requires careful consideration of the message
content, structure, format and source (Kotler, 2003: 569). Care needs to be taken in the
encoding of the message so as to ensure that the intended target audience decodes it in t]

way that the marketer intended (Perreault & McCarthy, 1996: 427).

Selecting the most appropriate channels for reaching the target audience requires
informed decisions regarding to use of personal and/or non-personal (mass media)
channels, as well as the various sub-channels within each category (Evans & Berman,
1982: 420; Kotler, 2003: 574). .vans and Berman (1982: 420) postulate that when
choosing between personal and mass media channels factors, such as total cost and cost
per unit, product complexity, audience characteristics and communication objectives

need to be analysed.

Similarly, when selecting a marketing communication mix, marketers should carefully
consider those factors identified as influencing individual element combii ion
effectiveness. These factors include, target market attributes, product attributes a1 stage
of the product life cycle (Evans & Berman, 1982: 429; Stanton ef al., 1992: 436; izel et
al, 1997: 447; Kotler, 2003: 581; Lamb et al., 2004_; 332). Consideration of the

guides the allocation of the budgeted communication resources between the elements of

the communication mix (Evans & Berman, 1982: 428; Kotler, 2003: 578).
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For example, technical complex products typically require the communication of a great
deal of product infofrﬁation and therefore require more emphasis on personal selling
efforts.  Advertising is more suited for reaching target markets consisting of
geographically dispersed customers. Mass produced consumer products are more suited
to advertising and sales promotion efforts. Advertising and public relations :
emphasised more in the introductory stage of the product life cycle than in the decline
stage (Evans & Berman, 1982: 429; Stanton et al.,, 1992: 436, 437, 438, 439; tzel al,
1997: 448, 449; Kotler, 2003: 581, 582; Lamb et al., 2004: 332, 333, 340).

Whichever particular mix of marketing communication elements is selected, Perreault
and McCarthy (1996: 424) emphasise the importance of following an integrated
approach. The topic of integrated marketing communication will be explored in more

depth in chapter four.

Relationship marketing literature subjects that all marketing communication efforts
should be directed ’at encouraging relationship-building interactive communication, rather
than on promoting once-off transactions (Gronroos, 1997; Moorman & Rust, 1999).
Fostering interactive dialogue is viewed as a critical success factor in relatic sh

marketing (Franzak et al., 2001). Ferrell and Hartline (2005: 234) add that building long-
term customer relationships also necessitates following an integrated marketing
communication strategy as this serves to “convey an image of truly knowing and car g
about their customers”. Such an integrated approach is also stressed in the distribution

strategy discussed next.

2.9.4 Distribution strategy

Distribution, expressed simply, involves making products available to customers in the
right quantities, at the right time and from a location that is convenient to the customer
1y, 1996: 338). No matter how well designed, r o

effectively promoted a product is, if customers are unable to acquire it where and when

they want to obtain the product, it will not be sold (Perreault & McCarthy, 1996: 338;
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These functions are essential. As such, one of the basic principles of marketing is that
you can eliminate the intermediary but you cannot eliminate the function(s) performed by

that intermediary (Stanton ez al., 1992: 329; Etzel ez al., 1997: 343).

There are two basic types of marketing channel structure options for marketers to choose
from. Firstly, the direct marketing channel, whereby producers sell directly to customers
without the use of intermediaries. Secondly, the indirect marketing channel, which
involves at least one level of intermediaries between the producer and the customer
(Evans & Berman, 1982: 307; Stanton ef al,, 1992: 333; Adcock et al, 1995: 172; 1 el
et al, 1997: 346, 347). When comparing these two alternatives, marketers should
consider the organisation’s ability, together with the costs involved in performing
intermediary functions internally versus the benefits of channel control and total sales

(Evans & Berman, 1982: 323).

In an effort to coordinate activities within a channel and resolve conflict situations, the
organisation can seek to develop a contractual or administered channel system.
Alternatively, the organisation may seek to acquire organisations at different levels
within the channel, thereby developing a vertical channel (Evans & Berman, 1982: 307,
308, 309; Perreault & McCarthy, 1996: 349, 350; Kotler, 2003: 522, 523). W ére e
organisation is one of a number of intermediaries at the same level in the channel, it may
attempt to integrate horizontally by acquiring other organisations like itself (Evans &

Berman, 1982: 310; Kotler, 2003: 524).

Further, marketers will need to decide on the required level of distribution coverage.
There are three basic options identified in marketing text — intensive distt ution,
selective distribution and exclusive distribution (Evans & Berman, 1982: 314; Stan 1 er
al., 1992: 341; Adcock et al.,, 1995: 175; Perreault & McCarthy, 1996: 352; Kotler, 2003:
513; Lamb et al., 2004: 287; Ferrell & Hartline, 2005: 218).
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stretches right back to the procurement of inputs into the production process. The c

criteria for successful supply chain management lies in the level of integration ef :ted
between the various members of the chain (Ferrell & Hartline, 2005: 220). Effective
supply chain management enables the organisation to improve customer satisfaction by
providing higher levels of customer satisfaction, while simultaneously lowering the costs

throughout the supply chain (Christopher & Payne, 2003: 496).

Ferrell and Hartline (2005: 221) emphasise that the adoption of a collaborative win- in
stance, rather than a competitive adversarial stance, is fundamental to effective ¢ ly
chain integration. Further, the authors indicate that the focus of this integrated sy ly
chain system needs to be on delivering superior customer value as percei 1 by the

targeted customers.

Building collaborative relationships between supply chain members in order to create a
customer-focused value delivery system is a concept well understood in relationship
marketing (Gordon, 1998: 9). Relationship marketing literature highlights that delivering
the “total service offering” and building strong relationships with customers necessitates
building collaborative relationships with a network of strategic partners (Gronroos,
1996). Such network marketing involves moving away from adversarial negotiations
toward adopting a more win-win collaborative stance (Gronroos, 1996; Ferrell &
Hartline, 2005: 116). In the view of Kotler (2003: 13), such marketing networks of
strong relationships can be regarded as the outcome of successful relationship marketing

efforts.

International marketing, as a fundamental element of general marketing theory, is

discussed in the following section.

2.1 INTERNATIONAL MARKETING

In delineating the scope of general marketing theory, Hunt (1976) includes international

marketing decisions, categorising these decisions as micro, normative fundamentals
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applicable to both profit and non-profit sectors. According to Lazer (1993), international
marketing is relevant to marketers regardless of whether or not they are activi 7 engaged
in international trade. The author urges contemporary marketers to adopt a global mind
set. Webster (1994a) concurs, indicating the global market to be relevant to marketers
across industries, in both small and large organisations. This trend toward adopting a
global view in marketing (Johansson, 2000: 6) has resulted in the call for marketing

educators to spend more time on international marketing issues (Hunt, 2002.)

While there are numerous texts that focus exclusively on international marketing, there is
a growing trend to include this topic in general or basic marketing texts. The reason
behind this, according to Stanton er al. (1992: 547), is that “marketing is on a gl¢ al scale
and is becoming more global as each year goes by”. Taking a similar tone, Kotler (i
403) states that with most industries being global, the internationalisation of marketing is
fundamental to survival. As such, this study includes international marketing as a

fundamental element of generic marketing.

Marketing text indicates that there are five main decision areas regarding internation

marketing. Firstly, the initial decision of whether or not to go international. Secondly,
selecting which foreign markets to target. Thirdly, deciding on the most suitable mode of
market entry. Fourthly, deciding between a standardised marketing mix and one that is
adapted to each target market. Lastly, deciding on how best to organise international

marketing activities (Adcock et al., 1995: 377; Kotler, 2003: 384).

Regarding the fourth decision area, Levitt (1983: 16, 17) argues that the world has
evolved into a global market where customer preferences have become homogenised
across borders. In analysing this view, Porter (1986a) submits that while there is indee

greater homogenisation of preferences globally, there is also greater segmentation in
foreign markets. The author puts forward that marketers should exploit these two trends
simultaneously in order to create a global competitive advantage. Kc C 7 3),in
considering the adaptive versus the standardised debate, highlights that there are a

number of possibilities between the two extremes that can be considered.
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Marketing text typically describes the third decision area as an incremental and gradual
process. This so-called internationalisation process generally involves an evolution of |

market entry mode in terms of the level of commitment and international involvement.
That 1s, the progression from indirect exporting through to direct investment in foreign
markets (Evans & Berman, 1982: 601, 602; Stanton er al., 1992: 551; Adcock er al.
1995: 376; Perreault & McCarthy, 1996: 613; Etzel et al,, 1997: 540; Kotler, 2003: 391,

Most of the marketing texts reviewed discuss the obstacles to, and risks of international
marketing and highlight the importance of good quality marketing intelligence an

research (Evans & Berman, 1982: 588; Stanton er al, 1992: 556; Adcock et al, ?95:
378; Etzel et al., 1997: 543, 552; Kotler, 2003: 385). Stanton ez al. (1992: 553) and Etzel
et al. (1997: 552) both indicate that gathering quality intelligence in foreign markets

introduces numerous challenges in terms of cost and complexity.

As a last note, Etzel ef al. (1997: 552) subject that entry into foreign markets creates new
ethical quandaries that the marketer will need to consider. This question of marketing

ethics is discussed in more detail below.
2.11 MARKETING ETHICS

According to Ferrell and Hartline (2005: 292), marketing ethics and social responsib ty
are attracting an increasing amount of attention in recent times. The societal mark ng
concept represents the broadening of the marketing concept to include both the soci and
ethical responsibilities of marketing practices (Kotler, 2003: 26, 27; Lamb er al., 2004:
10). Experience has taught that failure to address the issues of social responsibility and
ethical marketing can cause grievous harm to an organisation’s reputation and marketing

endeavours (Ferrell & Hartline, 2005: 292).

Etzel er al. (1997: 13) write that the persistent criticism levelled against the marketing

concept was that it failed to address the effect of marketing actions on society as a whole.
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In an effort to address these concerns, the marketing concept has been e anded to
include the concept of social responsibility — hence, the societal marketing concept (Etzel
et al.. 1997: 13; Kotler, 2003: 26, 27; Lamb et al,, 2004: 10). Social responsibility, as an
all-encompassing concept, dictates that an organisation has an obligation to maximise the
positive contributions of its actions on society while, simultaneously, minimising the
negative consequences of its actions (Perreault & McCarthy, 1996: 44; Ferre
Hartline, 2005: 293).

Essentially, the societal marketing concept acknowledges that marketing practices can
and do influence, both positively and negatively, society as a whole. The concept
stresses the necessity of executing marketing actions in a manner that contributes rather

than detracts from the long-term interests of society as a whole (Lamb ez al., 2004 10).

Perreault and McCarthy (1996: 45), contend that adopting the marketing concept,
together with social responsibility, ensures ethical marketing. The authors reason that
unethical customer orientation is an oxymoron. According to Ferrell and Hartline (2 5:
293), marketing ethics are the “principles and standards that define acceptable marketing
conduct as determined by the public, government regulators, private interest groups,

competitors, and the firm itself”.

While many organisations have developed codes of ethics (Perreault & McCarthy, 1996:
46; Etzel et al., 1997: 15) and the most fundamental of ethical principles are generally
legislated (Ferrell & Hartline, 2005: 293), ethical marketing goes beyond mer -
subscribing to codes and rules (Etzel et al, 1997: 15; Ferrell & Hartline, 2005: 293)
Ferrell and Hartline (2005: 293) scribe that ethical marketing is about creating u e
essential ingredient of relationship building. From a relationship marketing per ective,
ethical marketing is taken to be self-evident (Gummesson, 1997), given that comn ment
and trust are pivotal to relationship formation, maintenance and enhancement (! »rgan &

Hunt, 1994; Gummesson, 1997.)
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Self-evident or not, Kotler (2003: 701) argues that the distinction between common
marketing practices and unethical marketing practices is not always clear-cut. The author
adds that marketers continuously face ethical dilemmas in the natural course of business.
Perreault and McCarthy (1996: 27), contend that while purposeful unethical or even
illegal marketing practices do occur, often the criticisms levelled against marketing are

the result of marketers not fully considering the ethical implications of their actions.

Yet, from both a relationship marketing (Ferrell & Hartline, 2005: 293) and a market
orientation perspective (Perreault & McCarthy, 1996: 45), it is essenti: that all marketing
actions be executed in an ethical manner (Evans & Berman, 1982: 644; Perrea t

McCarthy, 1996: 45; Etzel et al., 1997: 15; Kotler, 2003: 391, 702; Lamb et al., 2004: 29;
Ferrell & Hartline, 2005: 293.) Thus, it can be stated that ethical marketing is

fundamental to generic marketing.

2.1 FRAMEWORK OF THE FUNDAME TAL F
OF GENERIC MARKETING

This study defines ‘principles’ to be fundamental elements. Generic marketing is taken to
mean those marketing tasks that are transferable across industries within the profit sector.
As such, generic marketing principles are taken to be the fundamental elements of

marketing that are generally applicable across industries within the profit sector.

The general theory of marketing consists of three fundamental elements — the marketing
philosophy, the marketing strategy and marketing tactics, each of which relies on
marketing intelligence and marketing research.  Further, each requires a strong
relationship orientation and the implementation of the elements of relationship marketing
to enhance traditional marketing efforts. In addition, given the increasingly glo'  nature
of markets today, international marketing has become a fundamental to generic ma eting
theory. [l of these marketing activities should at all times be in line with the
fundamental elements of ethical marketing. Figure 2.1 below illustrates the fundamental

elements of generic marketing.
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Given that the primary purpose of this study is to identify Internet marketing principles
relevant to generic marketers, the focus of this chapter was on estal shing what
constitutes the key elements of generic/general marketing theory. Section 2.2 discussed
the meaning of generic marketing principles. Section 2.3 provided an overview of e
fundamental elements of marketing. Following a review of basic marketing text, e
following elements were identified as fundamental to generic marketing theory:

Market orientation (Section 2.4)

Relationship marketing (Section 2.5)

Marketing intelligence (Section 2.6)

Marketing research (Section 2.7)

Marketing strategy (segmentation, targeting and positioning) (Section 2.8)

Marketing tactics (Section 2.9)

International marketing (Section 2.10)

Ethical marketing (Section 2.11)

Figure 2.1 in section 2.12 illustrated these fundamental elements of generic r  keting as
a diagrammatical framework. The following chapter, chapter three, seeks to identify 1e

influence of the Internet on the environment within which marketers market.
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