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PREFACE

WHAT’'S NEW IN THIS EDITION

This book presents e-marketing planning and marketing mix tactics from a strategic and tactical perspective. Part
1 begins with setting the context for marketing planning. Part 2 discusses legal and global environments. Part 3 be-
gins the e-marketing strategy discussion in depth, and Part 4 continues with marketing mix and customer relation-
ship management strategy and implementation issues.

This edition reflects the disruption to the marketing field based on social media. The seventh edition is a
major revision from the sixth. There are many new topics, as dictated by changes in e-marketing practice in the past
2 years. The following are important changes for this edition:

¢ The previous edition social media chapter was deleted so this topic could be more appropriately integrated
throughout the text.

¢ Many new business models were added and described in detail, such as social commerce (and Facebook
commerce), mobile commerce and mobile marketing, social CRM, crowdsourcing, and many important but
less pervasive models (e.g., crowdfunding, freemium, flash sales).

e Chapters 12, 13, and 14 were completely rewritten to reflect the move from traditional marketing communi-
cation tools to the way practitioners currently describe IMC online: owned, paid, and earned media.

e Chapter 1 includes many new and interesting technologies providing marketing opportunities, both in the
Web 2.0 and in 3.0 sections.

» Statistics about internet use and strategy effectiveness were extensively updated throughout every chapter.

e There are two new chapter-opening vignettes, many new images in every chapter, and updated “Let’s Get
Technical” boxes.

» There are new discussion questions about each chapter opening vignette.

e A few of the additional chapter specific additions include more social media performance metrics
(Chapter 2), “big data” and social media content analysis (Chapter 6), new consumer behavior theory and
“online giving” as a new exchange activity (Chapter 7), social media for brand building (Chapter 9), and app
pricing and Web page pricing tactics (Chapter 10).

FOCUS OF THIS BOOK

The internet, combined with other information technologies, created many interesting and innovative ways to provide
customer value since its inception in 1969. Social media for marketing communication, commerce and customer support;
one-to-one communication to many different receiving devices; mobile computing; search engine optimization; consumer
behavior insights based on offline and online data combination; inventory optimization through CRM-SCM integration;
a single-minded focus on ROI and associated performance metrics and the explosion of social media are all on the cutting
edge of e-marketing as we write the seventh edition of this textbook and they continue to develop as important strategies.

As internet adoption matured at about 85 percent in the United States in the past few years, we thought things
would be pretty quiet on the internet frontier. Then the social media appeared, holding marketers to their Holy Grail
that customer needs and wants are paramount. High-readership blogs, social networks (such as Facebook, Twitter
and LinkedIn), microblogs (such as Tumblr), and online communities (such as YouTube and ePinions.com) give
consumers the opportunity to be heard in large numbers and to begin controlling brand conversations. A.C. Nielsen
and others have discovered that consumers trust each other more than they trust companies, fueling the growth of
social media and sending more traffic to some Web sites than does Google. Further, search engines are reputation
engines, ranking Web sites partially according to popularity and relevancy. A simple brand misstep can appear as
an online video showing a product malfunction or in the words posted by thousands of disgruntled customers. Con-
versely, marketers can use the Web, e-mail, and social media to build stellar brand images online and increase sales
both online and offline. To do this, marketers must now learn how to engage and listen to buyers, and use what they
learn to improve their offerings. This book tells you how to do this.

The book you have in your hands is the seventh edition of E-Marketing (the first edition was named Market-
ing on the Internet). This textbook is different from others in the following important ways:

* We wrote the first edition of this book in 1996, providing a long-term perspective on e-marketing not avail-
able in any other book.

14
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* We explain electronic marketing not simply as a list of ideas, strategies, and techniques, but as part of a
larger set of concepts and theories in the marketing discipline. In writing this book, we discovered that most
new terminology could be put into traditional marketing frameworks for your greater understanding.

» The text focuses on cutting-edge business strategies that generate revenue while delivering customer value.
As well, we reflect current practice by devoting many pages to performance metrics that monitor the success
of those strategies.

e We highly recommend that marketers learn a bit about the technology behind the internet, something most
of us are not drawn to naturally. For example, knowledge of the possibilities for mobile commerce will give
savvy marketers an advantage in the marketplace. This book attempts to educate you, the future marketers,
gently in important technology issues, showing the relevance of each concept.

» This book describes e-marketing practices in the United States, but it also takes a global perspective in
describing market developments in both emerging and developed nations. Much can be learned from other
industrialized nations that lead in certain technologies, such as wireless internet access and faster broadband
connectivity.

* Most e-marketing books do not devote much space to law and ethics; we devote an entire chapter to this,
contributed by a practicing attorney.

HOW TO USE THIS BOOK

Read, think, explore, and learn. This is not a typical book because the internet is a quickly and ever-changing land-
scape. Each time we write a new edition we know that by the time it is published some things will already be out-
dated. To be successful in this course, read and study the material and then go online to learn more about topics that
interest you. Think about your use of the internet, the iPhone, iPad, and other technologies and how e-marketers
use them to gain your attention, interest, and dollars. Next time you visit Facebook.com, see what kind of ads are
there and think about why they were shown to you and not to some of your friends. If you use Hulu.com, Netflix,
or a DVR and skip television commercials, think about how producers can afford to provide free programming if
consumers don’t view the ads that support the production costs.

This kind of critical thinking and attention to your own online behavior will help you understand the e-mar-
keter’s perspective, strategies, and tactics better. You likely know a lot about the internet that is not in this book,
so work to compare and contrast it to the ideas we present and you’ll have a really broad and deep perspective on
e-marketing. Most importantly, think like a marketer when you read this book.

HOW THE BOOK HELPS YOU LEARN

Here are some things in this book that may help your learning of e-marketing concepts:

* Marketing concept grounding. In each chapter we structure material around a principle of marketing frame-
work and then tell how the internet changed the structure or practices. This technique provides a bridge from
previously learned material and presents it in a framework for easier learning. In addition, as things change
on the internet, you will understand the new ideas based on underlying concepts. Although social media
has really disrupted the marketing field, our basic processes remain the same (e.g., understanding markets
through research and developing products that add value).

e Learning objectives. Each chapter begins with a list of objectives that, after studying the chapter, you should
be able to accomplish.

* Best practices from real companies. A company success story starts each chapter. You will find these to be
exciting introductions to the material, so don’t skip them. New case histories for this edition offer current
examples of firms that do it right.

* Graphical frameworks in each chapter. We created unique e-marketing visual models to show how each
chapter fits among other chapters in the entire part. In addition, several chapters feature models for within-
chapter understanding. We hope these help you tie the concepts together.

e Chapter summaries. Each chapter ends with a summary of its contents. Although these summaries capsulate
the chapter guts, they were not created so that you will read them in lieu of the chapter content. Use them as
refreshers of the material.

* Key terms. These terms are set in bold text within the chapter to signal their importance and Appendix B is a
complete glossary.
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* Review and discussion questions. Questions at the chapter end will help you refresh and think more deeply
about the material. Check them out, even if your instructor doesn’t assign them because they will likely help
you study for an exam.

o Web activities. When you become actively engaged in the material, learning is enhanced. To this end we
included several activities and internet exercises at the end of each chapter.

* Appendices. Most people don’t brag about appendices, but we included three important ones: internet adop-
tion statistics, a thorough glossary, and book references.

For supplements accompanying this book, visit: www.pearsoninternationaleditions.com/strauss
‘We hope you enjoy reading this book as much as we enjoy writing it!
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E-Marketing in Context







Past, Present, and Future

The key objective of this chapter is to develop an understanding of the background,
current state, and future potential of e-marketing. You will learn about e-marketing’s
important role in a company’s overall integrated marketing strategy.

After reading this chapter, you will be able to:

® Explain how the advances in internet and information technology offer benefits and
challenges to consumers, businesses, marketers, and society.

" Distinguish between e-business and e-marketing.
= Explain how increasing buyer control is changing the marketing landscape.

= Understand the distinction between information or entertainment as data and
the information-receiving appliance used to view or hear it.

" Identify several trends that may shape the future of e-marketing, including the
semantic Web.
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Part 1 « E-Marketing in Context

o If transparency 1.0’ was all about the excitement at

being able to see exactly what other (real!) people
thought about products or services; ‘transparency 2.0’
saw this become just a default element of decision-
making; now ‘transparency 3.0’ will be about making
almost all aspects of the transaction and experience

trend

watching
.com

The Barack Obama Campaign Story

U.S. President Obama made history by his use of
e-marketing to win the election in 2008, and his
2012 efforts added higher levels of sophistication.
His 2008 campaign used a mix of media: broad-
cast ($244.6 million), print ($20.5 million), internet
($26.6 million), and miscellaneous ($133.2 million),
according to OpenSecrets.org. In 2012, both
presidential candidates spent an average of 28.7 per-
cent of their media dollars on internet strategies (an
increase from 6.3 percent in 2008). They also used
door-to-door personal selling, public relations when
interviewed by the media and speaking at events,
radio ads, e-mail, a poster, t-shirts, a campaign
song, a slogan, and the now famous Obama chant—
“Yes We Can.”

Many of Obama’s 2008 and 2012 inter-
net strategies targeted 18- to 29-year-old voters,
because 93 percent of this market is online and
uses the internet to get information, upload con-
tent, and connect with friends. They are heavy
smartphone and social media users. Obama’s cam-
paigns brilliantly mobilized this market through

transparent: manufacturing, pricing, reviews,
popularity, and even personal relevance.

¢ February 2012 saw KLM roll out its Meet & Seat
initiative. The optional service allows passengers to
link their booking to their Facebook or Linkedin profile
and select a seat next to the individuals they find
most interesting

forums and social networks, such as Facebook
and Twitter. A special 2008 community site where
users could create a profile and connect with
others was designed. The headline of this page
read “It is About You” and continues as a space
for supporters to create change in America.

In 2012, Obama dug more deeply into social
media. He shared playlists on Spotify, posted
recipes on Pinterest, and showed heartwarming,
small family video clips on Tumblr. Both candi-
dates maintained Twitter accounts to interact with
voters. Obama’s campaign staff built a digital
database with information about millions of sup-
porters. This allowed for personal communication
targeting. The campaign managers were also very
careful to guard the privacy of these data.

Knowing the heavy use of mobile phones in
this market, Team Obama used mobile devices
for text messaging, interactive voice response, and
mobile banner ads. Obama reached voters via opt-
in text messages in 2008, such as mobile banner ads
inviting users to sign up to receive a text message as




soon as the team selected its vice presidential candi-
date. “Be the first to know,” the banner ad said. This
line showed Obama’s astuteness because he tapped
into a key value in the target market. Obama was
honest, direct, personable, and up front in his cam-
paign, and this generated trust in this young-voter
market. It worked in both elections, as evidenced by
the following performance metrics:

* 2008: The vice president opt-in text banner
resulted in the database capture of 2.9 million
cell phone numbers from supporters, according
to mobilemarketer.com.

* 2008: During the campaign, My.BarackObama.
com hosted nearly 10,000 local groups, 20,000
volunteer blog pages, and 4,000 special-interest
groups, according to WiderFunnel.com.

e 2008: Two-thirds of all the campaign funds
raised came from the online channel ($500
million of $750 million total), according to
Desktop-Wealth.com.

e 2012: Obama’s Facebook account displayed over
33 million “likes” and 1.5 million talking about it.

e 2012: The Obama YouTube video channel
had over 286,000 subscribers and 288 million
upload views.

E-MARKETING LANDSCAPE

The Obama example demonstrates that some mar-
keting principles never change. Companies must
meet the needs of their customers. Further, markets
always welcome good products and demand good
company—customer communication. Customers
trust well-respected brands and talk to other peo-
ple about them. What is new is that these classic
concepts are enhanced and often more challeng-
ing when applied to social media, huge databases,
mobile devices, and other internet technologies.

What Works?

The rapid growth of the World Wide Web (basis
for “www.”) in the 1990s, the subsequent burst-
ing of the dot-com bubble, and mainstreaming
of the internet and related technologies created
today’s climate: the comprehensive integration
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e 2012: Some of Obama’s Tumblr posts received
over 70,000 “notes,” “likes,” or reposts.

Why do we begin this book with a campaign
story? Because politicians are products, pro-
moting their benefits to consumers in hopes that
they’ll “purchase” with a vote. Obama’s use of
e-marketing is a stellar example for businesses and
demonstrates the internet’s changing landscape.
Obama’s campaign selected an important target
market, made it all about them (the customers),
reached them via the media they prefer (social
media and mobile), and created a dialog with
them, often initiated by them—versus the corpo-
rate one-way monologue on many Web sites. The
2008 campaign successfully mobilized voters to
start the conversations themselves and build their
own groups, both online and offline, in a perfect
example of creating brand advocates. Finally, both
campaigns used performance metrics to measure
the success of their strategies and tactics. And it
worked, because Obama made the sale twice:
Nominee Obama became President Obama.

Sources: NYTimes.com, politico.com, candidates’ social
media pages, and others listed within this text.

of e-marketing and traditional marketing to cre-
ate seamless strategies and tactics. This provides
plenty of profitable opportunities, as discussed in
the following sections. This chapter is just a sam-
pling of what you’ll find in later chapters.

e The customer is CEQ. After all those years
of marketers talking about the customer
being their focus, finally this has become
a reality. The consumer is now in charge.
This power shift means that companies
must be transparent, be authentic, moni-
tor online discussion about brands, and
engage customers to help improve products
(a strategy called crowdsourcing).

o E-commerce. U.S. consumers spent an
estimated $194.3 billion online during
2011, representing 4.6 percent of all retail
sales and a 16 percent increase over 2010.
Over 70 percent of connected consumers
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use the internet to buy products, bank,
make travel reservations, or research prod-
ucts before buying. Mobile commerce sales
in 2012 were predicted to reach $11.6
billion, growing to $31 billion by 2015.

 Advertising online. Online advertising is

a bigger part of advertisers’ media budgets
than every other medium except television.
Marketers spent $31 billion on online adver-
tising in the United States in 2011. Mobile
advertising is the fastest growing category,
nearly doubling from the first half of 2011 to
2012 (from $636 million to $1.2 billion).
Search engine marketing. This market-
ing tactic is hugely important. Paid search
accounts for 47 percent of online adver-
tising budgets (i.e., purchasing keywords
that present ads on search engine results
pages). Google gets the lion’s share of the
user search market at 67 percent, and most
e-marketers use search engine optimization
to be sure their sites appear near the top of
the first page of the search engine results
pages for natural searches.

Owned, paid, and earned media. Market-
ing communication planning now involves
owned (e.g., Web sites), paid (e.g., banner
ads), and earned (e.g., blogs and Facebook
posts) media. The traditional marketing
communication tools of advertising, sales
promotion, personal selling, direct market-
ing, and public relations are used within
this new context to generate earned media.

e Mobile marketing. Seventy-seven per-

cent of American adults now have mobile
phones, providing plenty of profitable
opportunities for smartphone applications
and advertising. When added to mobile
computing (iPads and netbooks), the wire-
less internet offers users anytime, any-
where access for consumers—and where
consumers go, marketers follow.

User-generated content. Now a huge part
of online content, this includes every-
thing from consumer-created commercials
and product improvement suggestions to
YouTube videos, Flickr photos, iTunes

podcasts, as well as all the text on blogs,
social networks, and user review sites (such
as the Amazon.com book reviews).

Social media communities. These commu-
nities gather users with like-minded inter-
ests for conversation and networking. This
includes social networking sites such as
LinkedIn, Twitter, and Facebook and social
media sites such as Wikipedia, YouTube,
Yahoo! Answers, and more. Marketers
use these sites to build brands and engage
customers.

Content marketing. Marketers are becom-
ing publishers, creating content on Web
sites and in social media to attract and
engage prospects and customers. Some
companies publish small items, such as vid-
eos, press releases, and blog posts. Others
create lengthy white papers, infographics,
and eBooks. Content is king and customer
engagement online is queen.

Local and location-based marketing.
These efforts work well online, thanks to
Google local search, Foursquare, eBay clas-
sifieds, and the hugely popular Craigslist.
Smartphone users can easily find a local
business with a global positioning system
(GPS) and the Google application or check
into local businesses with Foursquare.
Brand transparency. This means that
marketers are rewarded for being honest,
open, and transparent in their communica-
tion with internet users. Those who are not
get called out under the bright lights of the
blogosphere, product review sites, and else-
where in the social media.

o Inbound marketing. The days of “inter-

rupt” marketing are waning, such as spam
and television commercials. Consumers
are not waiting for marketing messages.
Inbound marketing strategies are about
enticing consumers to find companies
online (more in this chapter).

 Metrics rule. Web analytics and many other

techniques allow marketers to keep track
of every mouse click and use it to improve
strategy efficiency and effectiveness. There




are millions of metrics and marketers select
the most appropriate for their objectives and
tactics and follow them daily.

Internet 101

Technically speaking, the internet is a global net-
work of interconnected networks. This includes
millions of corporate, government, organiza-
tional, and private networks. Many of the serv-
ers (hard drives and software) in these networks
hold files, such as Web pages and videos, that can
be accessed by all networked computers. Every
computer, cell phone, or other networked device
can send and receive data in the form of e-mail
or other digital files over the internet. These data
move over phone lines, cables, and satellites from
sender to receiver. One way to understand this
process is to consider the internet as having three
technical roles: (1) content providers who cre-
ate information, entertainment, and so forth that
reside on Web servers or computers with network
access; (2) users (also known as client computers)
who access content and send e-mail and other con-
tent over the network (such as a Facebook com-
ment); and (3) technology infrastructure to move,
create, and view or listen to the content (the soft-
ware and hardware). Note that individuals can be
both users and content providers at various times
so the line between roles 1 and 2 is slowly disap-
pearing. In E-Marketing we stopped capitalizing
the word internet. Following Wired Magazine’s
suggestion, we agree that the internet is not a
place (requiring a proper noun’s capitalization)
but a medium, similar to radio and television.

There are three types of access to the
internet:

1. Public internet—The global network
that is accessible by anyone, anywhere,
anytime.

2. Intranet—A network that runs internally
in a corporation but uses internet stan-
dards such as HTML and browsers. Thus,
an intranet is like a mini-internet but with
password protection for internal corporate
consumption.
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3. Extranet—Two or more proprietary net-
works that are joined for the purpose of
sharing information. If two companies, or a
company and its suppliers or customers, link
their intranets, they would have an extranet.
Access is limited to extranet members.

E-business, e-marketing, and e-commerce
are internet applications. E-business is the opti-
mization of a company’s business activities using
digital technology. Digital technologies include
products and services, such as computers and
the internet, which allow the storage and trans-
mission of data in digital formats (1s and 0s).
In this book, we use the terms digital technol-
ogy and information technology interchangeably.
E-business involves attracting and retaining the
right customers and business partners. It permeates
business processes, such as product buying and sell-
ing. It includes digital communication, e-commerce,
and online research, and it is used in every business
discipline. E-commerce is the subset of e-business
focused on transactions that include buying/selling
online, digital value creation, virtual marketplaces
and storefronts, and new distribution channel
intermediaries. Mobile commerce (M-commerce)
and social commerce are subsets of e-commerce
(discussed in Chapter 11).

E-marketing is only one part of an orga-
nization’s e-business activities. E-marketing is
the use of information technology for the mar-
keting activity, and the processes for creating,
communicating, delivering, and exchanging
offerings that have value for customers, cli-
ents, partners, and society at large. More simply
defined, e-marketing is the result of informa-
tion technology applied to traditional marketing.
E-marketing affects traditional marketing in two
ways. First, it increases efficiency and effective-
ness in traditional marketing functions. Second,
the technology of e-marketing transforms many
marketing strategies, as shown in the Obama
example. This transformation also results in new
business models that add customer value and/or
increase company profitability, such as the highly
successful Craigslist, Facebook, Twitter, and
Google AdSense advertising models.
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However, e-marketing involves much more
than these basic technologies and applications.

E-Marketing Is Bigger than the Web

The Web is the portion of the internet that sup-
ports a graphical user interface for hypertext nav-
igation, with browsers such as Internet Explorer
and Mozilla Firefox. The Web is what most
people think about when they think of the inter-
net. Electronic marketing reaches far beyond the
Web. First, many e-marketing technologies exist
without the Web, which include mobile apps,
software and hardware used in customer relation-
ship management, supply chain management, and
electronic data interchange arrangements pre-
dating the Web. Second, non-Web internet com-
munications such as e-mail, internet telephony
(e.g., Skype), and text messaging are effective
avenues for marketing. Some of these services
can also use the Web, such as Web-based e-mail;
however, most professionals do not use the Web
for e-mail (preferring software such as Microsoft
Outlook). Third, the internet delivers text, video,
audio, and graphics to many more information-
receiving appliances than simply personal com-
puters (PCs). As shown in Exhibit 1.1, these
forms of digital content also go over the internet
infrastructure to the television, personal digital
assistants, cell phones, and even the refrigerator
or automobile. Finally, offline electronic data-
collection devices, such as bar-code scanners and
databases, receive and send data about customers
and products over an intranet.

It is helpful to think of it this way: Content
providers create digital text, video, audio, and
graphics to send over the internet infrastructure
to users who receive it as information, entertain-
ment, or communication on many types of appli-
ances. As marketers think outside of the Web and
realize that most users are also now content pro-
viders, they find many new possibilities for creat-
ing products that provide value and communicate
in ways that build relationships with customers.

E-Marketing Is Bigger than
Technology

The internet is like a watering hole for humans.
We come for easy, inexpensive, and quick access
to digital information, connections, and enter-
tainment, and in turn it transforms individuals,
businesses, economies, and societies. This book
focuses on the union of technology and market-
ing; however, a brief overview of the big picture
is useful for understanding e-marketing’s impact.

INDIVIDUALS The internet provides individual
users with convenient and continuous access
to information, entertainment, networking, and
communication. If “information is power,” indi-
viduals have more power than ever before, as
many companies experience. Consumers com-
pare product features and prices using search
engines and read product reviews from other
consumers at epinions.com, Facebook, and other
sites. Further, consumers use the internet to bring
music, movies, and other types of entertainment
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EXHIBIT 1.1 The Web Is Only One Aspect of E-Marketing




directly to their PCs, iPads, and televisions—on
their schedule and preferred receiving device,
not those of the medium distributor. Finally, the
internet enables multimedia one-to-one com-
munication through e-mail, internet-based tele-
phone services, collaborative software such as
NetMeeting, and more. The internet continues to
affect the way many individuals work, commu-
nicate, and consume, and marketers scramble to
provide value and earn a piece of the profits.

COMMUNITIES Strangers in countries world-
wide form online communities to discuss a variety
of things, facilitated by the internet. Consumers
pay fees to compete in highly engaging mul-
timedia games as mobile apps or on the Web
and virtual worlds online, such as Second Life.
Communities form around shared photos (Flickr),
videos (YouTube), and individual or company
profiles (Facebook). See Exhibit 1.2 for an idea
of the huge number of internet users belonging to
online communities. Companies and consultants
gain exposure to customers on Web logs (blogs).
Blogs are online diaries, or journals, frequently
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updated on Web pages. Micro sites and micro
blogs, such as tumblr.com and twitter.com, allow
individuals to follow each other’s short posts and
link uploads. Business communities also abound
online, especially around shared industries or
professions (such as ELMAR for marketing pro-
fessors). Another example of online communities
is auctions in both business and consumer mar-
kets. Finally, independent, private communities
have formed around peer-to-peer file sharing.
Individuals upload, share, and collaborate on
documents and files at Google Docs and Dropbox
from far away geographic locations.

BUSINESSES The digital environment enhances
business processes and activities across the entire
organization. Employees across disciplines work
together in cross-functional teams worldwide
using computer networks to share and apply
knowledge for increased efficiency and profitabil-
ity. Financial experts communicate shareholder
information and file required government state-
ments online. Human resources personnel use the
internet for electronic recruiting and training—in

Twitter users?
500 million

Linkedln members
175 million

Google+?
90 million

2.4 billion

Global internet users®

Facebook users
1.01 billion

Blogs'
181 million

YouTube monthly traffic:2
147.7 million

( Pinterest users®
10.4 million

EXHIBIT 1.2 Internet Communities in 2012 Sources: ' “Buzz in the Blogosphere,” 2012. Available
at blog.nielsen.com 2 Miel Opstal, “10 Social Networks and a Bunch of Stats,” 2012. Available at
slideshare.net 3 internetworldstats.com. All those without footnotes were obtained from the sites

themselves.
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fact, 89 percent of recruiters use search engines
to learn more about candidates and 70 percent
have eliminated prospects based on what they
found (according to CareerThoughtLeaders.
com). Production and operations managers adjust
manufacturing based on the internet’s ability to
give immediate sales feedback—resulting in just-
in-time inventory and building products to order.

Strategists at top corporate levels leverage
computer networks to apply a firm’s knowledge
in building and maintaining a competitive edge.
Digital tools allow executives easy access to data
from their desktops and show results of the firm’s
strategies at the click of a mouse.

SOCIETIES Digital information enhances econ-
omies through more efficient markets, more
jobs, information access, communication glo-
balization, lower barriers to foreign trade and
investment, and more. The internet’s impact is
not evenly distributed across the globe. The top
10 nations account for 56 percent of all usage
(see Appendix A). In these countries, adoption
rates range from 10 percent (India) to 84 per-
cent (United Kingdom). Asia has the highest
proportion of all internet users, at 45 percent—
the next closest is Europe at 22 percent (accord-
ing to internetworldstats.com). Stories abound
about indigenous peoples in remote locations
gaining health, legal, and other advice or selling
native products using the internet (see Chapter 4).
Clearly, the internet is having a huge, but
unequal, worldwide impact on various societies.
A networked world creates effects that some
see as undesirable. Societies change as global
communities form based on interests, and world-
wide information access slowly decreases cultural
and language differences. Some say that the exis-
tence of a truly global village will have the effect
of removing cultural differences, which is seen as
negative. As well, many in the United States are
concerned by the high degree of technology out-
sourcing. This inevitable result of a global econ-
omy, greased by the internet, means there will
continue to be big changes in many countries.
Easy computer networking on mobile
devices from any location means that work and

home boundaries are blurring. Although this
option makes working more convenient, it may
encourage more workaholism and less time with
friends and family. Yet another issue is the digi-
tal divide—the idea that internet adoption occurs
when folks have enough money to buy a computer,
the literacy to read what is on Web pages, and the
education to be motivated to do it. Internet critics
are justifiably concerned that class divisions will
grow, preventing the upward mobility of people
on lower socioeconomic levels and even in entire
developing countries. Meantime, governments
are working to solve some of these problems, but
they have other important worries, such as how to
collect taxes and tariffs when transactions occur
in cyberspace in a borderless world. Finally, the
problems of spam (unsolicited e-mail), online
fraud, and computer viruses slow down the posi-
tive impact of the internet and e-marketing prac-
tices. These kinds of problems are the unavoidable
results of all new technologies.

E-MARKETING’S PAST: WEB 1.0

The internet is over 40 years old. Started in 1969
as the ARPANET, it was commissioned by the
U.S. Department of Defense’s Advanced Research
Projects Agency (ARPA) as a network for aca-
demic and military use. The first online community,
the USENET, began 10 years later. Over 800 mil-
lion messages from that early community are now
archived in Google Groups. The first Web pages
and internet browsers appeared in 1993 and that
was the internet’s tipping point. This was Web 1.0:
Organizations created content on Web pages and in
e-mail and users consumed the content. Companies,
media, and users flocked to this new Web, and it
grew more quickly than had radio, television, or any
other medium previously (Exhibit 1.3).

This first generation of e-business was like
a gold rush. Start-ups and well-established busi-
nesses alike created a Web presence and experi-
mented plenty. Many companies quickly attracted
huge sales and market shares, but only a hand-
ful brought anything to the bottom line. In early
2000, many firms experienced 12-month sales
growth between 100 percent and 500 percent
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— 1969 ARPANET commissioned by U.S. Department of Defense for academic and
military use.

e 1975 First mailing list created to use the new computer network.

e 1979 USENET established to host discussions. First post in 1981. Later managed by
Google Groups (800 million archived messages).

. 1984 Number of connected computer hosts reaches 1,000.

. 1987  Number of connected computer hosts reaches 10,000. First e-mail connection
with China.

b 1988 First computer virus, affects 10% of the 60,000 hosts.

. 1993 Early Web sites appear and business and media take notice.

e 1994 First banner ads, “Jerry and David's Guide to the World Wide,” appear on
hotwired.com (later named Yahoo!).

— 1995 eBay opens its doors and disrupts the classified advertising business.

. 2000 Napster.com shows the world that peer-to-peer networking can work.
Businesses show that e-commerce doesn’t always work (the dot-com crash).

e 2002 Running your own blog is now considered hip.

b 2003 Recording Industry Association of America (RIAA) sues 261 people for illegal
music downloading.

. 2004 16% of the world's population uses the internet. Businesses figure out how
to be profitable with e-business models.

2012 34.3% of the world’s population is online. Internet usage in industrialized
nations reaches maturity. Social media use moves the balance of power from
organizations to internet users.

EXHIBIT 1.3 Internet Timeline for Interesting and Amusing Facts Source: Some of this information is from

Hobbes’s Internet Timeline (available at zakon.org). Internet adoption rates are from internetworldstats.com.

with negative profits. Between early 2000 and
2002, however, more than 500 internet firms shut
down in the United States alone, owing to the
so-called dot-com bust. After the bust dust had
settled, almost 60 percent of the public dot-com
companies making it through hard times were
profitable by the fourth quarter of 2003.
Brick-and-mortar retailers, such as the
bookseller Barnes & Noble and Wall Street
investment firms, may have felt relief as their
online competitors were failing, but quickly
noted that internet technologies had fundamen-
tally changed the structure of their and several
other industries. In what BusinessWeek called the
“first wave of internet disruption,” firms such as
Amazon, Expedia, E¥XTRADE, and the former
CDNow (purchased by Amazon) transformed the

way books, travel, investments, and music were
sold (“E-Biz Strikes. . .” 2004). Disrupted indus-
tries in the first wave generally offered tangible
products that were easily compared online and
purchased for the lowest price.

Having gone through the boom and the bust
in developed nations (the internet is still boom-
ing in many emerging economies), businesses
then entered what Gartner, Inc., called the slope
of enlightenment (Exhibit 1.4). It was a time when
marketers returned to their traditional roots, relying
on well-grounded strategy and sound market-
ing practices, but using information technology
in ways that increased the company’s profit—no
more throwing money at ideas that don’t return
a desired amount on investment. During the dot-
com shakeout from 2000 to 2002, industries
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A Visibility 2001-2002
U.S. recession 2004-2006
European E-business becomes
IPOs 1999 Y2K vv “ust business”
Era of the net-liberated
U.S. Xmas Dot.com share Organizﬂtion
1998 fallout
U.189.g|7p/gs Dot-com shakeout . .
Cash burn means debts
Do: -itom Mergers/buyouts of Optimized
Slans dot-coms managed Click-and-brick e-business
Internet by M&A e-businesses
Www survive
Dot-com’s survivors
bought by B&M
Peak of
Technology Inflated Trough of Slope of Plateau of
Trigger Expectation Disillusion Enlightenment Profitability
1990-1996 1999 2000 2001 2002 2003 2004 2005 2006
Equity Times Debt Times Positive Cash Flow

EXHIBIT 1.4 2001 Gartner Hype Cycle (Climbing the Slope to E-Business Recovery)
Source: Gartner, Inc. Hype Cycle for E-Commerce, 2010, Gene Alvarez, August 3, 2010.
Note: Gartner material speaks as of the date of publication and is subject to change

without notice.

experienced much consolidation (the Gartner
“Peak of Inflated Expectation” and subsequent
“Trough of Disillusionment” in Exhibit 1.4). Some
firms, such as Levi Strauss, stopped selling online
both because it was not efficient and because it cre-
ated channel conflict between manufacturer Sears
Roebuck and Company and other long-time retail
customers. Other firms merged, with the stronger
firms typically acquiring smaller ones.

The E Drops from E-Marketing

Gartner predicted that the e would drop, making
electronic business just part of the way things
are done (refer to Exhibit 1.4). This means that
e-business is just business, and e-marketing is
just marketing. This is now mostly true, as evi-
denced by the majority of marketing managers
and executives who say that online marketing
is an integral part of the company’s marketing
effort. However, e-business and e-marketing will
always have their unique models, concepts, and

practices (and that is why we’ve not dropped the
E from the name of this book).

Markets and traditional marketing prac-
tices continue to change, sometimes in funda-
mental ways, due to information technology. For
instance, the concept of online search is intrin-
sic to e-marketing, continues to evolve, and has
important implications that marketers must under-
stand. However, most marketing processes stand
the test of time—technology has just given them a
new twist. Marketing research is greatly enhanced
with online data collection, but the process of
identifying research problems, collecting data, and
using the results to make marketing decisions will
never change. In short, marketers must stay well
grounded in the discipline and simultaneously
be current on new information technologies and
changing e-marketing concepts to remain com-
petitive. This is necessary because the moment
marketers feel comfortable about the e dropping,
new technologies will challenge traditional prac-
tices. For example, the e-marketing landscape is






