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The Customer’s Story

A typical one-hour adventure in the life of a 25-year-
old professional male, Yaw Barima:

Tunes his iPod to the latest BBC podcast while his TV
is tuned to a soccer game and his cell phone and
PC are within reach.

Picks up his computer to find a blog mentioned
during the podcast, sees a video on the blog, and
texts a friend about the video.
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The Customer’s Story, cont.

Justin searches for the video title on Google and
finds a job posting on Vimeo, an online video-
posting site.

He posts a link to the video and Vimeo site on his
Twitter stream.

Justin is the new consumer: a multitasker interested in
the social media.

How can a marketer capture dollars from
these behaviors?
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The Internet Exchange Process

Exchange is a basic marketing concept.

It refers to the act of obtaining a desired object by
offering something in return.

Exchange occurs within the following contexts:
Technological
Social /cultural

Legal
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The Online Exchange Process

Technological, Social/Cultural and Legal Context

Ovutcomes
Individual Internet Connect
Characteristics Exchange Enjoy
Resources Learn

Trade

Marketing Stimuli
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Technological Context

7-10

Internet Users Online

*2,500,000 (10.3 %)

Nigeria 44,000,000 (28.4 %)
Uganda 3,200,000 (9.78%)
UK 51, 444,100 (83.56%)
USA 245, 433, 800 (78%)

source

NCA (2010) Oct

ITU (2009)

ITU (2009)

ITU (2009)

ITU (2009)

ITU (2009)
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business case

Top websites in June 2011

Ghana Nigeria
1. Facebook 1. Facebook
2. Google.com 2. Yahoo
3. Google.com.gh 3. Google.com
4. Yahoo 4. Google.com.ng
5. r 5. Blogger.com
6. 6. Youtube
7. Youtube 7. Twitter & Wikipedia
8. BBC Online 8.
9. Windows Live 9. Windowslive
10.Wikipedia 10.-
11.Ghana Web 11.
12.Blogger 12.MSN
13.Twitter 13.BBC Online
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Social and Cultural Contexts

One of the most important social trends is that
consumers trust each other more than they trust
advertising or companies online.

Social /cultural trends have a huge effect on online
exchanges.

Sophisticated consumers.

Information overload overwhelms consumers.

Multitasking speeds up normal processes and

lowers attention to each task.
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Social and Cultural Contexts, cont.

Home and work boundaries are dissolving.

Consumers seek convenience and have high
expectations regarding customer service.

Consumers cannot do without internet access:
“online oxygen.”

Self-service is required. — do it myself

Privacy and data security are paramount.

Online crime worries consumers.
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Legal Context

Despite piracy laws, illegally used software
abounds.

In spite of the Can-Spam law, the number of
unsolicited emails has increased.

However, when the recording industry sued
thousands of illegal music file downloaders,
consumer behavior changed.

In 2002, 37% of online consumers shared music files.

Only 23% shared files in 2004.
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Individual Characteristics & Resources

Individual characteristics affect internet use.

Age, income, education, ethnicity, and
gender.

Attitudes toward technology.
Online skill and experience.
Goal orientation.

Convenience or price orientation.
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Consumer Resources

Consumers perceive value as benefits minus
costs.

These costs constitute a consumer’s resources for
exchange:

Money

Time

Energy
Psychic costs
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Global Internet Usage: Exhibit 7.6

7-19

Metric December 2007
Number of sessions/visits for the month 34
Number of domains visited 69

Web pages per person per month 1,504

Page views for each session 43

PC time spent per month 3271457
Time spent per session 56 minutes
Duration of page viewed 44 seconds
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Exchange Outcomes

There are 5 basic things that people do online:
Connect
Create
Enjoy
Learn
Trade

Each is ripe with marketing opportunity.
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Trading Online in the U.S.

- Exhibit 7.12

Outcome Percentage Outcome Percentage
Research product before buying 81 Use classified ads (Craigs list) 30
Buy a product 66 Pay to access digital content 28
Buy/make travel reservation 64 Participate in online auction 26
Bank online 51 Charity donation 12
Download computer programs 39 Take class for college credit 18
Pay bills online 38 Sell something online 15
Use online classifieds (Craig’s list) 32 Buy/sell stocks, bonds, mutual funds 11
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Segmentation and Targeting
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The 1-800-Flowers Story

Jim McCann started 1-800-Flowers as a
traditional retailer in New York City in 1976.

In 1995, he extended the brand to the internet.

He used SAS data mining software to identify
customer segments for better targeting.

As a result of segmentation and targeting

strategies, customer retention increased by 15%
and sales by 13.8% in 2003.
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The 1-800-Flowers Story, cont.

The firm’s Web site attracted 13.1 million new
customers and the repeat order rate increased

to 43%.

In 2006, the site had 2.1 million monthly
visitors and $430 million in sales.

Why do you think better segmentation and
targeting lead to reduced phone time and
lower costs?
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Segmentation & Targeting Overview

Marketing segmentation is the process of
grouping individuals or businesses, according to
use, consumption, or benefits of a product or
service.

Market targeting is the process of selecting
market segments that are most attractive to the
firm.
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Three Markets

Exhibit 8.2 highlights three important markets that
both sell and buy to each other:

Business Market

Online B2B marketing is huge because more firms are
connected to the internet than consumers.

Government Market
The U.S. government is the world’s largest buyer.

Consumer Market

The consumer market involves marketing goods and services
to end consumers.
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Three Basic Markets

1 Exhibit 8.2

To Business To Consumer To Government
Initiated by Business-to- Business-to- Business-to-Government
Business Business (B2B) Consumer (B2C) (B2G) Western Australian

The Idea Factory Classmates.com Government Supply

www.ideafactory.com www. classmates.com WWW.55C.Wa.gov.au
Initiated by Consumer-to-Business Consumer-to-Consumer Consumer-to-Government
Consumer (C2B) Better Business (C2C) eBay (C2G) GovWorks

Bureau www.bbb.org www.ebay.com WWW.govworks.gov
Initiated by Government-to-Business Government-to Government-to-Government
Government  (G2B) Small Business Consumer (G2C) (G2G) USA.gov

Administration California state WWW.USa.gov

WWwW.sba.gov www.state.ca.us
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Market Segmentation Bases and Variables

Geographic location

Demographics

Psychographics

Behavior with regard to the product

Companies can combines bases, such as
geodemographics (geography and demographics)
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Geographic Segments

Product distribution strategy is a driving force
behind geographic segmentation.

Countries may be segmented based on internet
usage.
U.S. has 186 million users (64% of the population).
China has 25.6 million users.

Japan has 77.9 million users.

Geographic markets may also be evaluated by
infrastructure variables.

Language spoken may also be a variable.
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Top Internet Languages

80
1 Exhibit 8.6

- Korean, 3%
Arabic, 4%

Portuguese,
4%

ltalian, 3%

Others, 18%

German, 5%

French, 6%

Japanese, 8%

English, 33%
—" Chinese, 16%
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Demographic Segments

In developed nations, users are much like the
mainstream population demographically.

The heaviest internet penetration in 2008 includes 18 to
29-year-olds, who are white, live in urban or suburban
areas, earn $50,000+, and have high education.

Three market segments are of great interest to e-
marketers.

Millenials

Kids

Online opinion leaders
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Millenials

Of those born between 1979 and 1994, over 20%
use the internet.

They grew up with the internet.
80% have cell phones and 36% use text messaging.

Most have broadband for downloading music and
watching videos online.

This group is a proving ground for the future.
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Kids

The number of kids under 16 online is increasing.
They have spending power of $40 billion.
Kids 8-12 do a number of activities online:
Online games (70%)
Look up information for homework (58%)
Use a search engine (48%)
Read or send e-mail (34%)

Watch online videos or movie trailers (28%)
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Ethnic Groups

Hispanics, African Americans, and Asians are important
online markets.

7 9% of Hispanics use the internet.

They view 15% more Web pages and spend 9% more
online than the average internet user.
African Americans are one of the largest and fast
growing ethnic groups online.
They have a 56% rate of adoption and tend to be younger,

more highly educated, and more affluent than African
Americans not using the internet.

More than half of Chinese Americans have internet
access and high purchasing power.
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Influentials

Influentials are individuals who influence others,
driving change.

Represent 10% of the population and 15% of
internet users.

82% of influentials have internet access, compared
with 64% of the general U.S. population.

They serve as opinion leaders for the rest of the
population.
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Psychographic Segments

User psychographics include:

Personality

Values
Lifestyles
Activities N .
[1 Interest communities attract like-
Interests minded individuals who post
L comments on Web sites or send e-
Opinions mails to other members.

O Social networking is perhaps the
most important type.
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Social Media

1 Exhibit 8.13

Engagement Segments

Proportion of
Segment internet users (%) Segment Description
Creators 13 Posted to a blog, updated a Web page, or uploaded a
video within the last month
Critics 19 Commented on blogs or posted ratings and reviews.
Forty percent are also creators.
Collectors 15 Save URLs on social bookmarking sites (e.g. del.icio.us.com),
use RSS feeds, or create metadata to share with a community
Joiners 19 Join and use social networking sites.
Spectators 33 Blog readers, video viewers, and podcast listeners.
They are the social media audience.
Inactives b Do not participate in social media.
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Targeting Online Customers

E-marketers select a targeting strategy.
Which targets to serve online
Which locations

Other factors

Two targeting strategies are well-suited for the
internet.

Niche marketing

Micromarketing
The internet’s big promise is individualized
targeting.
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Differentiation
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Differentiation

Kotler defines differentiation as the process of
adding meaningful and valued differences to
distinguish the company’s offering from the
competition.

There are a number of differentiation dimensions
and strategies for their accomplishment.
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Differentiation Dimensions

I T I m—
o A firm can differentiate along 5 dimensions:
= Product
o Service
o1 Personnel
21 Channel

o Image
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Product Differentiation
=

0 Product line differentiation is an important e-
marketing strategy.

01 Differentiation may include customization, bundling,
and attractive pricing of products.

Frequently Bought Together

Customers buy this item with Armani Code for Men Shower Gel 6.7 fl oz (200 ml) by Giorgio Armani $39.74
($19.87 / 100 ml)

Price For Both: $100.92
+ (2. Add both to Cart_| | Add both to Wish List |

These items are shipped from and sold by different sellers. Show details
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Service Differentiation

-1 Customer service can be enhanced by 24-hour
customer feedback through e-mail and the ability to
respond more rapidly to customer concerns.

amMazon.com

Prime

Try Amazon Prime free for
one month:

Unlimited FREE Two-Day
Shipping
Mo minimum order size

Upgrades to One-Day Shipping
for $3.99/item

©2009 Pearson Education, Inc.
Publishing as Prentice Hall



Personnel Differentiation

The internet allows companies to deliver products
more efficiently.

Low-cost channels
Automated processes
Reduced dependence on personnel

Lower transaction cost
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Armani Code By Giorgio Armani For Men. Eau De Toilette Spray 2.5 Ounces
by Giorgio Armani

< Return to product information

Always pay through Amazon.com's Shopping Cart or 1-Click.
Your purchase will be protected by the A-to-z Safe Buying Guarantee. Never respond to requests to send fun
via wire transfer. Learn more about Safe Online Shopping.

e T4

_ Al New (73 from $49.00) | Used (o) |

Show @ New FREE Super Saver Shipping offers only (0)

Featured Merchants<—15 of 55 offers )

Price + Shipping Condition Seller Information

$61.18 New 1

+ 3494 shipping

Seller Rating: WY 9496 positive over the past 12 months. (24,058

In Stock. Ships from NJ, United States. Expedited shipping available.
International & domestic shipping rates and return policy.

$67 95 New seller: Fragrance King
+ 50.00 shipping Seller Rating: ¥y 9294 positive over the past 12 months. (3,856

In Stock. Expedited shipping available.
International & domestic shipping rates and return policy.
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Channel Differentiation

The internet:

Is a location-free, time-free distribution and
communication channel.

Functions as a communication channel for companies
that provide product or service information online.

Serves as a transaction and distribution channel for
companies that conduct online commercial transactions.

Becomes the entire distribution channel for digital
products.
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Steve Jobs by \Walter |5 Steve Jobs [Hardcover]
; Walter Isaacson [v| (Author)

Yedededeys ¥ (32 customer reviews) | ['_LI Like | (2,256)

List Price: $35-00

price: $17.88 & eligible for FREE Super Saver Shipping on orders ov
Details

You Save: $17.12 (49%)
In Stock.

Ships from and sold by Amazon.com. Gift-wrap available.

Want it delivered Wednesday, October 26?7 Order it in the next 156 hours and 38 minute:
choose One-Day Shipping at checkout. Details

25 new from $17.88 7 used from $22.92 1 collectible from $99.00

Formats Amazon Price New from Used from
kindle Edition 18.09 - -
& ZOOM Hardcover $17.88 $17.88 522 92
See larger image (with zoom) _ _ _ _
, [+ Audio, CD, Audiobook, Unabridged 52924 $29.24 $32.96
Share yvour own customer images

book.
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Image Differentiation

A company can differentiate itself by creating a

unique experience online, called “experience
branding.”

Through experience branding firms can better
retain customers, target key segments, and enhance
profitability.

Some Web sites invite users to upload content and
comments, which gives them a competitive edge.
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Differentiation Strategies

Trout and Rivkin proposed specific differentiation
strategies common to offline and online businesses:

Being the first to enter the market.

Owning a product attribute in the mind of the consumer.
Demonstrating product leadership.

Utilizing an impressive company history or heritage.
Supporting and demonstrating the differentiating idea.

Communicating the difference.
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Internet-Specific Differentiation Strategies

~9-50 |
Exhibit 9.2

1. Site Environment/ 2. Trust

Atmospherics
(Watson et al., 2000)

. Efficiency and

Timeliness

e ook and feel of site o Clearly state privacy policy
o User friendly e Use encryption for secure
e Virtual to urs transactions

4. Pricing 5. CRM

Deliver what is promised to
customers
Deliver in a timely manner

. User-Generated

Content (UGC)

e Be aware of competitor e Customer tracking
pricing ¢ Seamless communication
* Potential customer savings ¢ Greater relationship efficiency

Allow site/blog visitor comments
Provide space for UGC images
and videos

Trust, listen, and learn
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Internet-Specific Differentiation Strategies

There are 6 differentiation strategies unique to online
businesses.
Site Environment /Atmospherics
Easy downloads, accurate and clear information,
easy navigation.
Build Trust
Strong brand recognition.
Privacy policy.
Safe and encrypted payment process for

transactions.

©2009 Pearson Education, Inc.
Publishing as Prentice Hall



Internet-Specific Differentiation Strategies,
cont.

Efficient and Timely Order Processing

Pricing
In the early days of the Web, companies offered
discounts as purchase incentives.
Maijority of firms today differentiate themselves in
other ways besides pricing.

Customer Relationship Management
Managing long-term relationships with customers.

Invite User-generated Content

The key is to trust customers, listen, respond, and

learn.
©2009 Pearson Education, Inc.
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Positioning

Positioning is the process of creating a desired
image for a company and its products in the minds
of a chosen user segment.

The e-marketer’s goal is to build a position on one
or more bases that are relevant and important to
the consumer.

Firms can position brands, the company, the CEQO, or
individual products.
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Bases and Strategies for Positioning
s

71 Product or service attribute
11 Technology positioning

-1 Benefit positioning

71 User category

1 Competitor positioning

01 Integrator positioning
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Product or Service Attribute

_9-55 |
7 May include features such as size, color, ingredients,

amazZoncorn Hello. Sign in to get personalized recommendations. New customer? Start here.
2] 5 a
Your Amazon.com @' ¥ Today's Deals | Gifts & Wish Lists = Gift Cards

Shop All Departments £ Search DS v

Gifts Amazon Gift Cards More Gift Cards Gift Guides Gift Organizer Wish List Wed

R Gifts & Wish Lists

Your Wish List H . : :
) ¢ Find just the right gift for everyone on your list.
Wish & Win Sweepstakes

Wish from any website
Wedding Registry

wishliStwis s Weckly
$2,500 Gift Card Sweepstakes

Browse Gifts
» Learn more

RO PURCHASE NECESSARY. Sea Official Rules for delaits. Waeek 3 Ends 10/30/2011,
By Price
Under $25
$25 to $50 %
-
A\

> Sh I
housts \I\IlQhIlQ-I'wr..LPo VI Wt
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Technology Positioning
s

11 Positioning on the basis of technology shows that a
firm is on the cutting edge.

At American Airlines, customers can store seating

preferences and frequent flier account information.
Amazon.com Gift Cards

Amazon.com Gift Cards are redeemable storewide and never expire. Send gift cards by e-mail,
Facebook, print-at-home, or mail with free one-day shipping.

Send a Personalized Gift Card

E-mail Facebook Print Mail

B IR, A _:;\“ A .,\“ A K 3 El

ve "8 ¢ o a 'Q e

J ) R ! N
- j @ !\ Ly

- ol T : é" - : <.
| _s—— e e | AJ
E-mail now, or Send to a Print now on your Send with a greeting
schedule up to a Facebook friend home or office card. FREE One-Day
year in advance. via Wall post. printer. Shipping.
| _Shop now @ |_Shopnow @@ \_Shopnow @@ | _Shop now & ©2009 Pearson Education, Inc.

>Compare all gift card options
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Benefit Positioning

9-57

-1 Benefit positioning is generally a stronger basis for
positioning because it answers the consumer
question: What will this product/service do for me?

Andy Sparks

! A . ey BB
& Works at Facebook . *
= Studied Histoey at SUNY Buffaio 9 =
. 2 b ¢ 7w

& Lives in San Franciscy, California : : « Sunny ’
B From Marlia, New Yark ’ - J .

£ : . S . .

Friends Phtas Map Likes 48

Abaul

Update Info View Activity @ «

9 Pearson Education, Inc.
Publishing as Prentice Hall



User Category

User category positioning relies on customer
segments.
Kellogg’s has an interactive site for children.

Yahoo! Groups hosts forums organized by specific
interests.

Eons is a social network for baby boomers.
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TESCO

e e Help = Contact us
CLU BCARD Welcome to Tesco.com. We hope that you enjoy your visit. Sign In / Register
Home About Clubcard Collect points Spend vouchers Rewards News & offers My Clubcard account

Collect 1 point for every £1 yousspend
on your shopping at the following places:

. HOME SHOW
il / / // ) 7LD

16TH-20TH NOVEMBER 201
EARLS COURT LONDON

LATEST REWARDS

Ideal Home Show at Christmas
Exchange £6 in vouchers for entry

My Clubcard News & Offers Clubcard on your Collect Points Sign up to
Account @ @ smartphone @ @ Clubcard emails @
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Competitor Positioning

Many firms position by benefits that provide
advantages over their competitors.
Companies may position themselves against:
An entire industry.
A particular firm.

Relative industry position.

ERICSSON 2

TAKING YOU FORWARD
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Integrator positioning

Integrators provide everything a consumer needs in a
particular product category, industry, or even in
general.

Consumers want convenience and one-stop shopping:

TheKnot.com offers everything to do with weddings.

We can expect to see more integrator positioning in
the real estate, lending, jewelry, and hospitality
industries.

Blue Nile sells an estimated $129 million of jewelry that

would require 116 retail stores.
©2009 Pearson Education, Inc.
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WEDDING IDEAS TOOLS

planning basics

New on The Knot
5,000+ Photos
The Best Vendors

Destination Weddings

Budget Weddings
Wedding Flowers
Reception ldeas
Bridesmaids
Wedding Vows
Wedding Cakes
Wedding Invitations
Nedding Traditions
Wedding Songs
Wedding Favors
The Luxe List

>»> See all topics

planning tools

Wedding Checklist
Wedding Budgeter
Wedding Guest List
Wedding Website
Wedding Tickers

Tha Knant iDad Ann

LOCAL VENDORS

Find | Wedding Venues

Search The Knot

Show off your
wedding style

B in  Choose your wedding locatior E]‘ GC

8 unique
wedding

ideas

| GETINSPIRED »

it's invitations week!

Check out our new ultimate wedding stationery guide!

[the nest]

BUILD AN

INSPIRATION

BOARD »

start planning! Find local wedding venues, photographers, events, and more!

Find your invite

designer!

Hairstyles you

should steal

20 stylish reception

decor ideas

Top 50 prettiest

wedding invitations

JOIN FREE | Login |

DRESSES PHOTOS VIDEOS REAL WEDDINGS HONEYMOONS REGISTRIES % WEDDING SHOP @ COMMUNITY

Y

S start here» Login
. Get your personalized to-do list!

days until
yourweddimg!  Enter your Wedding Date SUBMIT »

sHop bridesmaid gifts on sale GO |

» JUST IN! » Chocolste » Reception
» Bridesmsid Gifts » Favors » By Color
» Groomsman Gifts » Invitations » ON SALE

Bra_celets & Boxes Tote Blowout Napkins
Now from §5.99 NOW FROM $3.99! On Sale Now
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Repositioning Strategies

Repositioning is the process of creating a new or
modified brand, company, or product position.

A company may enhance or modify a position,
based on market feedback.
Yahoo! repositioned from online guide to Web portal.

Amazon repositioned from world’s largest bookstore to
“Earth’s biggest selection.”

Facebook now hosts many business page profiles and
third-party applications.
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