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In this chapter, we discuss product marketing using the Internet, particularly the use of Internet for product promotion and new consumer processes.  Internet advertising, virtual store-fronts, and virtual communities are explained with examples and our views. We then present new consumer processes on the Internet and show how they enhance the fulfillment of the consumer purchase needs and also support interactive marketing. We discuss the challenges of measuring Web advertisements and close the chapter with a summary of our views on Internet and marketing.
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1. Introduction
Marketing, whether to consumers or to business, has a well defined purpose in most organizations.  That purpose is to create exchanges that satisfy consumer and organizational goals (AMA, 1985).  As  marketing strategy is constructed to address a particular product/market, two tasks must be performed by elements of the marketing mix:  the communications task and the operating task (Park et al., 1987).  

The communication task can be thought of as "information" primarily conveyed through promotion, price, the product label and package.  This information is used to position the product in the market and to inform and/or persuade present or potential customers.  The operating task "is to remove barriers to transactions or exchanges so that customers who perceive the product as being capable of satisfying their needs and preferences can engage in a transaction with minimum effort" (Park et al., 1987).  These barriers center around a) product accessibility, b) product availability, c) owning/using the product, d) correct perception and recall, and e) differential utility.  The operating task has traditionally been implemented so that the transaction is enhanced by having the right product or service at the right place at the right time with the right service and the customer can take possession. A marketer, to execute these communication and operating tasks, uses one or more channels. 

In this chapter, we examine the emergence of a new channel, the Internet, particularly its impact on consumer marketing and how it affects some of the marketing tasks. We discuss two important aspects of consumer marketing that the Internet is capable of transforming; (1) the communication process, and (2) the consumer need fulfillment through new consumer processes. We start with explaining the marketing functions and the effect of Internet on these functions.  In section 3, we discuss the Internet communication model and advertising on the Internet. This is followed by a discussion on the use of virtual store-front and virtual communities as marketing channels.  Section 6 introduces the new consumer processes on the Internet and the implications for marketing.  We close the chapter by looking at the challenges of measuring the marketing efforts on the Internet.

2. The Marketing Functions and the Internet

The domain of marketing will, with rare exceptions, include at a minimum the following functions.  These are the activities that need to take place to create exchanges that satisfy consumer and organizational goals.  While there is no universal agreement on the exact designation of these activities, there is general agreement on the following as necessary (Churchill et al., 1995).

1. buying - ensuring that enough units of product are available to meet consumer demand

2. selling - using advertising, personal selling, and sales promotion to match goods and services to customer needs

3. transporting - moving goods from point of production to a location convenient to customers

4. storing - warehousing products until needed for sale

5. standardization and grading - ensuring that products meet established quality- and quantity-control standards or size, weight, and other variables

6. financing - providing credit for customers

7. risk taking - assuming the uncertainties  that result from developing and distributing goods and services customers may purchase in the future

8. information gathering - collecting information about customers, competitors, and resellers to use in making marketing decisions. 
These functions are carried out by designing a marketing strategy  to specifically target a customer segment. The strategy would combine in various ways the traditional elements of the marketing mix:  price, product, promotion, distribution, service and customer sensitivity. The ultimate objective of all marketing efforts is to persuade the consumer to accept a product or service as the solution to her needs and then allow the consumer to take possession of the product or service. 
The interactions between the marketer and the consumer thus involves the flow of products and information as shown by the simplified representation in  Figure 1.
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Figure 1. Information and Product Flow between Marketer and Consumer

In the past, marketers have been, in most cases, constrained by the inadequacies of the traditional channels, particularly in the selling and information gathering functions. In figure 1, these are represented by the information flow and the market intelligence flow, both directly  and through intermediaries. In this chapter, we show that the Internet has the potential to transform and enhance these flows, while having an impact on the material flow of certain categories of products like software and services like training. It is also our belief that the Internet does not change the ultimate objective of the marketer, but presents new opportunities to reach out more effectively to the consumer and to  understand the consumer better.

One of the functions of the marketer is product promotion. Product promotion  is defined as “the coordination of all seller-initiated efforts to set up channels of information and persuasion to facilitate the sale of a good or service, or the acceptance of an idea” (Cohen, 1988).   And promotion includes, at a minimum,  (1) advertising, (2) personal selling, (3) publicity, and (4) sales promotion and (5) direct marketing. While serving as an additional media for promotion through advertising, the Internet allows marketers to use innovative channels such as virtual store-fronts and virtual communities. We start with an exploration of Internet advertising and follow it with a discussion on virtual store-fronts and virtual communities.

3. Internet Advertising
As the Internet was transformed in the 80s from a “research only network” to allow commercial activities, organizations realized that the sheer number of users connected to the network and the very low cost of reaching out to them, made the Internet an attractive medium for advertising.  Almost all media planners now consider the Internet as a viable advertising vehicle and almost all marketers agree. 

(IAB, 1997) cites the following reasons for considering the Internet in the media plan of the marketer.

1. Television audiences are migrating to the Internet and this trend is expected to continue.  A Forrester Research Inc. (http://www.forrester.com)  report in the summer of 1997 says that about 78% of PC users took time from television viewing to spend on computers. 

2. The Internet is the fastest growing medium in history.  The Web reached 50 million users in just four years, while it took the television 13 years and the radio 38 years to reach this milestone.

3. On-line advertisement revenues are expected to reach $9 billion by 2002.

4. The users of the Internet have the demographics which are a marketer’s dream – young, well-educated, and earning high incomes.

5. The current younger generation, which is familiar with Internet technology, will be the future consumer generation, making the Internet an excellent communication medium.

Though most organizations are using the Web for advertising their products and services, the following categories are seen more on the Web.

1.
Digital products: Products that can be delivered over the network like software packages and information packets.

2. Products where search costs can be reduced: Products such as cars and services such as travel, which require more information search prior to purchase.

3. Products with assured quality: Books and music CDs

4. Well known branded products: Visa credit cards 

5. Products where time and location are crucial: Flowers

Surveys show that the profile of the Internet users is shifting towards that of average consumers. When this happens, the following product categories have the best potential for advertising over the Internet in the future.

1. Products where all related services can be brought together: Real estate, travel, hotel, medical and restaurant services

2. Products which can be customized by the consumer: Apparel, financial services, and software

3. Entertainment products: Movies and music on demand, events, leisure

4. Business-to-business marketing

Thus, the Internet is seen by marketers as a medium with very good potential as a promotional vehicle. In order to understand the characteristics of this new medium, we take up for discussion in the next section, the communication model of the Internet.

3.1 The Internet Communication Model.

The Internet can be viewed as a many-to-many communication medium, unlike the one-to-many model of the traditional mass media, as illustrated in 
Figure 2 (Hoffman et al., 1996).  The model suggests that the primary relationship is between the consumer and the media on the one hand, and between the firm and the media on the other.  Hence, the media becomes a major factor in determining what the consumer sees and how she sees it.  In this model, the media does not just transmit the message from the sender to the receiver, but allows the environments to be created and experienced (Steuer, 1992).  Thus new forms of interactions emerge between the consumer and the Internet, and between the firm and the Internet. From the consumer’s perspective, we can describe some of the interactions as below:

1. Consumer can gather information about products and services, communicate with other consumers and firms for related products and services, and sometimes complete transactions. As the Internet session is a self selected environment of the consumer, the promotion message will be more effective. Internet is also capable of providing an experiential environment to the consumer through virtual reality interfaces thus allowing the consumer to experience some of the features of products before making the purchase decision.

2. Consumer can provide feedback content about the product, to the firm and to other consumers. A positive feedback becomes a good promotion for the marketer. A shrewd marketer can even exploit a negative feedback by solving the consumer’s problem and showing the commitment of the organization to satisfying consumer needs.

3. Consumer can add “collective content” to the medium through discussion  forums like the virtual communities. These discussion forums are rich sources of feedback about the organization and its products and should be closely monitored by the marketer to identify the needs of the consumers.












Figure 2. Internet Communication Model

The Internet also provides capabilities to the firm to enhance the purchase process of the consumers and to understand the consumers better. Some of these interactions are:

1. Firm can interact with Internet for information, and knowledge about consumers and for communication with consumers, and other firms.

2. Firm can add content to the Internet by promoting its products or services on the online media.

3. Firm may provide “hyper-linked” content by bringing in links to other firms related to its product or service. 

For example, a real estate firm may bring together other services like mortgage loans, schools, hospitals, shopping, entertainment and civic services, by providing hyperlinks in its Web page.  Thus a consumer looking for real estate has access to all related information which is aggregated by one firm. Through the Internet, marketers can know much more about their consumers then through traditional channels.  This knowledge about the consumers can be used to target the promotion messages for effective marketing.

3.2 Media Characteristics Of The Internet
The Internet is unlike any other traditional media. The two-way communication capability and the information processing power of the connected computers makes the Internet an ideal medium for marketers to reach out and build interactive relationships with consumers on a global basis. The key characteristics of the Internet that aid in this process of relationship building are:

1. Interactivity: Internet is an interactive medium.  The interface can be customized to continuously reflect the interests of the consumer and the appropriate choices offered by the firm. A consumer who sees an Internet  advertisement can interact with the advertiser, seek more information, test the product and proceed to place order for the product. The consumer can also have access to the feedback of other consumers who had used the product, to make better informed decisions. Interactivity helps the marketer to establish a dialogue with each consumer.

2. Rich and realistic experience: Internet is a rich medium capable of text, image, audio and video content which can make the interaction experience of the consumer more engaging. With virtual reality, now beginning to be available on the Internet, experiential content like 3-dimensional viewing is also possible thus providing the most realistic experience to the consumer. Bandwidth is still a problem and currently limits this rich experience. 

3. Aggregation of services: The Internet allows aggregation of different services, coordinated and hyper linked by the  seller of the product or service.  This gives the consumer access to all the necessary information to make a better purchase decision. 

4. Global access: The Internet gives the firm a potentially global consumer base. But this feature could be a mixed blessing, as claims made on the Internet could now be challenged by virtually anyone from any corner of the globe. Marketers also need to be sensitive to the cultural and social characteristics of the target audience when trying to exploit the global accessibility of the Internet.

5. Targetability: Internet advertisers can focus on users from specific nations or geographical regions, computer platforms, as well as by time of day.  Internet audience can be targeted based on demographics, psychographics (life-style characteristics) and technology demographics.

6. Tracking: Marketers can track how users interact with their brands and learn what is of interest to their customers. 

7. Deliverability and Flexibility:  Internet advertisement is delivered in real time 24 hours a day, and 7 days a week.  Advertisements over the Internet can be launched, updated or canceled immediately.  An advertiser can follow the progress of the response and make appropriate changes to the campaign.

Thus, unlike traditional media, the Internet is capable of providing an engaging experience for the consumer. (Pine, 1998) suggests that the future economy is experience economy, in which businesses must deliberately design and execute engaging experiences for their consumers. And, we feel that the Internet will emerge as the perfect vehicle to deliver this memorable experience. Having seen the media characteristics of the Internet, let us now discuss the different types of Internet advertisements.

3.3 Types Of Internet Advertisements
An Internet advertisement is typically placed on the Web page of a Web site.  (Novak et al., 1996) classify Web advertisement sites into three major categories: (1) sponsored content site such as Hotwired and ZD Net, (2) sponsored search agents and directories such as Yahoo!, Excite and InfoSeek, and (3) entry portal sites such as Netscape and Microsoft. In 1996, the above three categories had 55%, 36% and 19% respectively of the total Web advertisements (Jupiter, 1996). From the advertiser’s point of view, AOL is currently a very attractive Web site because of its  very high membership. Increasingly, the Web pages of search engines and entry portals are becoming very popular Web advertisement spots. Web advertisements can be grouped into two major classes – the pull advertisements and the push advertisements which are discussed in the following sections.

3.3.1 Pull Advertisements

The pull advertisements are those which appear on Web pages selected by the Web user.  While navigating a Web session, the user chooses the action to be taken on any advertisement that is displayed.  Thus a user can choose to interact with the advertisement, click on the advertisement for further information or just ignore the advertisement.  Following are some of the popular pull advertisements.

Banners: Banner ads are small, usually rectangular boxes that appear near the top of the Web pages (Figure 3). The messages are like the roadside billboards, but animated and interactive. Banner ads are primarily used for off-the-shelf products. Some banners, called “virtual tags”,  present offers to users and allow them to complete the buying process without having to leave the site of the publisher (Zeff et al., 1997). 


Figure 3. A Banner Advertisement

A modification of this allows users to play games in the banner area without forcing the user to change from the current Web site.  An example of this was the AT&T’s Olympic promotion advertisement. Banners are currently the most popular form of Web advertisement.

Buttons: Button ads are smaller than banner ads and are usually at the bottom of a Web page (Figure 4).  Buttons contain only the name of a company or a brand.  Clicking on the button takes the Web visitor to the corporate Web site of the company or brand. 

Buttons initially were from software companies and allowed Web users to freely download software by just clicking on the button.  A popular button in this category is that of Netscape, the “Netscape Now” button.  Buttons are simple and have been a great success in leading users to software developers’ products. Buttons can be used to build brand awareness because of their constant presence on the Web pages (Zeff et al., 1997). 


Figure 4. Button advertisements

Advertorial: Advertorial is Web advertising designed to blend with the editorial content of the Web page publisher (Zeff et al., 1997).  For example, the advertisement of the on-line bookstore, Amazon (http://www.amazon.com), appears on the review pages of Word (http://www.word.com).  This is intended to attract the attention of the readers of the review if they prefer to order the reviewed book.

Keyword Ads: Advertisers can link a specific ad to a text or subject matter that is searched by a visitor.  These ads are primarily found on Web search-engine sites. For example, the advertisement shown in Figure 5 is displayed when a search on keyword “college” is done on Yahoo!


Figure 5. Keyword search advertisement on Yahoo!

Interstitials: These ads are like television ads with video and audio.  When users click on a specific topic at a site, a separate window pops up with the advertisement related to that topic.  For example, clicking on “nutrition” at the health site Phys.com of Conde Nast, pops up an animated ad for Sunny Delight drink of Procter & Gamble.  However, since consumer expectations are ill-formed with respect to intrusive advertisements, organizations should exercise caution while using this form.

Destination Sites: These ads create a new channel by using information and entertainment values to pull users in and bring them back again. For example, Metlife Insurance Company provides advice on parenting as well as various insurance products at its destination site (http://www.metlife.com). 

3.3.2 Push Advertisements

There is now a new way of delivering information to the Web user using push technology.  Push technology allows publishers to  broadcast to the user (push) rather than wait for the user to initiate the session.  This is also called Webcasting. A popular push vehicle is the e-mail, which is used to send promotional information to a list of users appearing on an address list.  Since e-mail is text based, it’s use as a promotional material is limited.  Further, context, relevance and clutter will determine consumer reactions to unsolicited messages. 

 Now we have push systems that enable a Web user to sign up and receive broadcasts of news and information on her/his computer. These channels serve as new vehicles to carry Web advertisements. As the user provides personal information to subscribe to the push services, marketers can use the personal profile of the user to target  advertisements.

PointCast (http://www.pointcast.com) is one such push service which delivers the updated news and information as screensaver.  BackWeb (http://www.backWeb.com) is another push service, and uses the network idle time for updating and delivering through a flash, running titles or as a screensaver.

Advertising, though popular, is not the only promotion strategy on the Internet.  Organizations are building online store-fronts, also called the virtual store-fronts, to promote as well as sell the products on the Internet. In the following section, we will discuss the characteristics and the potential of virtual store-fronts for product promotion.

4. Virtual Store-front

A store is not just a place for commerce, but an appealing social environment experienced by the consumer.  People like to walk by brilliantly lit display windows with artfully decorated product displays.  Usually there is no immediate pressure to purchase, but just the curiosity to see and know about products.  But recent surveys show that consumers may be spending less time visiting shops to learn about products.  Catalogs are convenient, but in most cases, it may require a visit to the actual stores.  This is where a virtual store-front come in.  With a few clicks of the mouse, an Internet user can visit a virtual store, find all that she needs about any product and make the purchase online.

4.1 Virtual Store-front Services

A virtual store-front is an online stores accessed through the Web or other online services. A virtual store has the potential to deliver both convenience and economy, the two major consumer benefits that have driven new retail formats (Burke, 1998). A typical store-front provides several services which can be categorized as follows:

1. Product Display: This service is provided by almost all the online stores.  The products are categorized for convenience. For example, Peapod (http://www.peapod.com) categorized the groceries as Deli, Bakeshop, Diary, General Groceries, etc. Each category may provide some sub categories. To be effective, the product display in an online store should be user-friendly for easy navigation and should be interesting to retain the attention of the consumer.  

2. Catalog Services: The online catalog services provide a detailed booklet of products offered by well known catalog retailers and allow consumers to browse or order for the free catalog. Electronic catalogs are interactive and can be programmed to learn a consumer’s preferences and provide a personalized catalog.  Further, product demonstrations and manufacturer’s responses to consumer’s queries can be built into the catalogs to make them more effective.

3. Search Engines: The search service is a more advanced service offered on a virtual shop-front.  This allows an online consumer to search for specific information related to the products or her needs.  These services help consumers in their purchase decisions, but are more relevant for information intensive and customized products like insurance, financial services and travel. Travel agencies have long provided services to search for the best deal for a consumer travelling from one place to another.  As more and more consumers demand products or services customized to their needs, search engines will be an integral part of all virtual stores.

4. Transactions: Transaction capability provides the most advanced of the services offered by online stores.  This includes fulfillment and logistics services, and the mechanism for secure payment mechanisms. Though not many online stores have transaction services currently, we expect all stores to offer this facility soon as a convenient way for a consumer to fulfill the purchase needs.

5. Customization: This service allows consumers to tailor the product to their needs and tastes.  Dell Computers (http://www.dell.com) provide one of the best examples of the customization capabilities available on the online stores. Here a consumer can build a computer online by  choosing the processor, memory, disk storage and other accessories instead of just selecting one of the several computers already available for sale. Customization will be very relevant for services like financial products, insurance, clothing, travel and entertainment where the preferences of the consumers are varied and cannot be easily aggregated.

Online store such as Peopod and Amazon.com  provide product display, search and transaction services.  Other stores such as LL Bean (http://www.llbean.com) and Sears (http://www.sears.com) provide catalogs, product displays, and transactions. Dell provides product information, transaction and customization services in its online stores.

4.2 Promotion Strategies In A Virtual Store-front

A virtual store-front represents the product display window of an online stores.  It can be considered an extension of online advertisements, in which the advertiser offers to provide all details of the products on display and to complete the purchase transactions, if needed. Some of the advantages of the online shelf space are:

1. Interactivity

2. Unlimited shelf space

3. 24 hour accessibility 

4. Selector and aggregator of consumers

5. Potentially global audience

Marketers can follow a combination of the following strategies for promoting their products on virtual store-fronts.

1. Promotion through online product catalogs.

2. Exclusive advertising rights whenever specific products are accessed on other online store-fronts. For example, a snack food maker can have a banner for his brand of potato chips to appear whenever the snacks food category is accessed from an online grocery stores. 

3. Advertising through banners or buttons on the free space of other online stores.

4. Providing hyperlinks to product sites from the results of the online store’s search engines.

5. Creating own store-front with a combination of the services mentioned in section 4.1.

The real benefit of virtual stores to marketers is the ability to exploit the interactive capabilities of the Internet. Virtual store-front displays can be customized according to the preferences of the online shopper, thus providing a personal shopping experience for each shopper. As the marketer learns more about the consumer through the online interactions, a closer relationship can be established with the consumer, offering to fulfil more of the consumer needs, and  strengthening the relationship further. 

Internet advertising and virtual store-fronts are ways of exploiting the richness and interactivity of the new medium. Now, the Internet gives the marketers a new promotion tool in the form of virtual communities. Marketers are building virtual communities as a deliberate strategy to build a long-lasting and beneficial relationship with their consumers. In the following section we will take up for discussion the dynamics of these virtual communities and how they can be used as an innovative promotion channel.

5. Virtual Communities 
A virtual community (or on-line community) is a group of Internet users who share a specific area of interest. The members of virtual communities exchange freely their ideas, experience and other information related to the specific topics of interest discussed in the community. The usual modes of exchange are discussion  forums on specific topics, bulletin boards and chats. In the discussion forums, the community organizer provides the topics for discussion and members comment on the topic or ask questions to be answered by other members.  Thus, members of the virtual community for cancer patients discuss and exchange their feelings, and how they are coping with the tragic disease. Members of the on-line bookstore Amazon.com (“Amazon.com Community”) post their own reviews and are even offered prizes for the best book recommendation. 

Virtual communities leverage the capabilities of the network to connect people with each other and to fulfill their specific needs for communication, information, and entertainment (Hagel et al., 1997).  In fact, the very impersonal nature of the computers could have been a major reason for people to seek out companions in cyber space and at the same time use the capabilities of information collection of the computer. Though online services and private networks are all potential platforms for building virtual communities, the Web is by far the most popular place for these communities.

5.1 Characteristics Of Virtual Communities

The virtual community is primarily a forum for members to freely exchange information, but it also provides commercial benefits to the members and the sponsors. It is important for the sponsor and other participating vendors to understand the characteristics of virtual communities to effectively exploit the potential of these communities. Some of the characteristics are described below:

Collective Knowledge: A virtual community represents the collective knowledge and information available to the members in the particular subject of charter of the community. Virtual community educates its members as well as allows exchange of views and ideas among members. Over time, the virtual community will emerge as the most authoritative and influential source of knowledge about the products and services related to the area of the community.  For example, SeniorNet (http://www.seniornet.org) is a virtual community of senior citizens who would like to enhance their lives and share their knowledge and wisdom.  This community may probably be the best source for information about “Retirement options”, “Old Age Health Issues” and “Veterans”.  Citibank Channel, a virtual community sponsored by Citibank (http://www.citibank.com) may be one of the best sources to know about various financial products and services.

Economics of Increasing Returns: Virtual communities have economics of increasing returns, with a pattern of low revenues during the initial period, gradually increasing revenues as membership builds up and a sharp acceleration of revenues beyond a threshold level called the “critical mass” (Hagel et al., 1997). Though the initial investments are likely to be made in an environment of uncertainty and risk, as the membership builds and the credibility of the community gets established, the commercial benefits to be reaped are very attractive.  Virtual communities display increasing returns due to marginal cost effect, learning curve effect and network externalities effect. 

1. Marginal Cost Effect: An initial investment is needed to start the virtual community.  Usually, this investment is for Web site development and allocation of site management resources.  With each additional membership, the cost of adding and servicing the new member decreases. The cost of setting up additional communities also gets reduced as assets and other resources are shared.  This effectively increases the returns from each additional member.  The reduction in costs and the increase in revenues become significant beyond a threshold  membership level.

2. Learning Curve Effect: The learning curve benefits start accruing when more members are added and the sponsor gain experience in maintaining the virtual community.  The learning also reduces the cost of building additional communities, whereas the benefits increase.

3. Network externalities effect: In a network, or any group activity, the more units are aggregated and connected, the more valuable each additional unit becomes.  Thus if there are n members in a community, a new member increases the interactions in the community by n, as each member can now interact with the new member.  Thus the potential for creation of knowledge content increases proportional to the current size of the community. Further, each new member brings value to the community by 

(a) having access to a larger knowledge base to generate content, and 

(b) providing content to benefit a larger base of members, thus generating more content from their feedback.

5.2 Building Virtual Communities

Communities are built around what people care about. For example, Seniornet is built around the needs of senior citizens live a quality life.  (Hagel et al., 1997)  propose a four step process for building and nurturing virtual communities. Figure 6 presents the idea, but reflects our perception of it as a continuous process. 









Figure 6. Building virtual communities

Attract: The first step in this process is to attract visitors and encourage them to join the virtual community. Firms expanding into virtual communities from their primary lines of businesses, like Citibank, use their home pages and attract their primary users to register as members of the virtual communities. Exclusive virtual community organizers like SeniorNet set up sites and attract members by advertisements in Web or traditional media. Once people visit the site, they have to be provided incentives to register,  like attractive discussion forums, free usage schemes and other incentives like Internet gifts. Members can be attracted by exploiting the capabilities of the Internet to provide a superior participating experience.  For example, virtual reality can be used to give a member a sense of seeing and talking to other members of the community.

Promote: Once members have registered, the next step is to encourage the members to participate.  As more and more members participate, the community can attract new members, accelerating its growth.  The organizer may initiate discussions on interesting topics. For example, in SeniorNet, one way of encouraging participation is for the organizer to initiate a discussion on “After retirement options”.  As more members participate and provide feedback and suggestions for topics, new forums can be created. Inviting experts to discuss a topic of interest is another way to attract member participation.

Build: As members of a virtual community exchange ideas and information through the discussion forums, they are likely to develop loyalty to the community.  The information available from the community becomes a major influencing factor in many of their decisions including purchase decisions. It is also possible for members to be loyal to the community and not to the organizer.  In other words, members may not take the messages of the organizer as seriously as that of fellow members.  It is important for the host to  develop a relationship with the members by offering them helpful information and incentives and make each member feel special. The personal information provided by each member can be used to customize  the environment for the member.

Capture: When the community has attained a critical mass in terms of the numbers and content aggregation, the host can offer the virtual community space for targeted advertising.  For example, the Toyota forum on skiing can be offered advertising space for skiing equipment vendors. In addition, the host can sell products or services online to the members of the virtual community.  For example, Citibank can promote and sell its financial products over its virtual community forums. Hosts can also capture value by charging a fee from members for premium services such as notification services. 

5.3 Benefits of virtual communities

Though virtual communities are set up to provide a forum for communication among consumers, the very nature of these communities offers excellent commercial opportunities to the sponsor as well as other vendors who choose to participate in these communities. 

Some of the benefits to consumer members are:

1. Ability to identify and interact with other members of similar interests without constraints of time and space and reduced search costs;

2. Access to a broad range of information about a product or service, including information from competing vendors, and thus better purchase decisions;

3. Economic benefits like special price, customized offers and better service;

4. Being part of a powerful bargaining group that can influence important marketing decisions; and

The benefits to sponsor organization are:

1. Aggregation of consumers, leading to reduced search costs and better targeting of  products and services;

2. Building a positive frame of mind, in the member, towards the sponsor through content and editorial surrounding.

3. Community loyalty of members, which can be exploited to sell a range of products and services;

4. Disintermediation possibility because of direct contact with consumers; and

5. Global reach at much lower costs.

The benefits to vendors who participate in the virtual community are:

1. Target group with well known demographics and interests;

2. Effective response rate to any promotion efforts;

3. Reduced search cost of target customers; and

4. Global reach at much lower costs.

5.4 Product promotion on virtual communities
Virtual communities present an excellent opportunity for marketers to exploit the “network externalities’ effect. The key to promotion on the virtual community is the critical mass of members that can be reached. Marketers start by building a loyal constituency of consumers through advertisement on discussion forums, sponsorship of discussions, providing links to experts in specific areas for free consultation, and use of knowledge from other forums to honestly counsel community members. The well defined nature of the community then helps the product promoters to better target their messages. 

Marketers may also open discussion forums to specifically attract new members with the profile of interest. For example, Toyota (http://www.toyota.com) sponsors a discussion forum on “Gardening” in its virtual community of car users.  Through this forum, Toyota is probably hoping to attract members who are interested in gardening, and fit the profile suited to sell its “Family Vans”. Related discussion forums are ways to increase the breadth of the discussion and thus attract members who may not be currently interested in the products, but may have the profile to be buyers in the future.

The real benefits of the Internet will be exploited when marketers use the interactive capabilities of the new medium and build a personal community environment for the consumer member, understand each consumer as an individual in addressing promotional messages, provide all related services at a single point,  and make the virtual community a truly worthwhile place for the consumer to visit. 

The Internet may have its greatest impact on the operating task of the marketing function and remove barriers to exchanges by fundamentally transforming the consumer need fulfillment process. In the following section, we will discuss how Internet changes these marketer-to-consumer relationships and its effects on interactive marketing.

6. Internet and New Consumer Processes
A consumer process is a collection of tasks or steps that a consumer goes through to achieve a goal, usually the satisfaction of a need. For example, the consumer process of buying a home may include visiting real estate agents, driving around neighborhood, obtaining a mortgage and homeowners insurance, and getting inspections. Most of the consumers, particularly those in a high involvement purchase, undergo a level of stress in this process as they engage in the tasks of information gathering, analysis, negotiations, purchase and post-puchase consumption or use. While undergoing the purchase process, these consumers typically experience the following needs (Champy, 1997). 

1. Knowledge: Having access to specialized information and feedback about the product or service.

2. Interaction: Fulfilling the need to communicate with the provider of goods or services.

3. Networking: Connecting to and interacting with other consumers with similar consumption needs or experiences.

4. Sensory experiences: Using sensory input such as sight and sound to arrive at a purchase decision.

5. Ubiquity: Having all that the consumer needs at the time and place of consumer’s convenience (rather than at the provider’s convenience)

6. Aggregation: Bringing together a number of related and required services at a convenient location.

7. Customization: Tailoring products to consumer’s needs rather than adjusting needs to available product ranges.

In a traditional consumer process, a complex set of interactions are initiated among the consumer, the seller and the providers of services required to complete the purchase process. Depending on the time and other constraints, a few of the above needs are sacrificed by the consumer in order to complete the purchase process.  Thus the consumer feels a lack of control over the purchase process, leading to post purchase dissonance. Marketers have long tried to reduce the stress level of consumers in the purchase process, particularly the high involvement purchases, by establishing communication links with the consumers and helping them have access to all information about the product and related services. The constraints of the traditional media stood in the way of achieving this objective fully. Now the marketer has the Internet to achieve this objective and build a trustful relationship with the consumer.

For example, let us suppose a consumer who wants to purchase a home.  Using the Internet, the consumer can search for the real estate companies and visit their Web sites for detailed information.  Using the search engines built in the real estate Web sites, the consumer looks for a home in a specified locality and a specified price range.  The Web site can also allow her to design the features of her home according to her tastes and cost constraints. The interactive capability of the Internet can be used to make this session educative and informative, and can lead to the final design selected by the consumer to match her preferences and her financial capability.  Using virtual reality, she can take a virtual tour of the neighborhood, using the computer keyboard to drive as she would in her car.  This gives the consumer an experience of how living in that locality will be.  She can then link to a bank’s Web site for arranging a loan, an insurance agents Web site to purchase insurance and to the utilities Web site.  Thus, through the Internet, the consumer is actually able to complete the purchase process fulfilling all her needs satisfactorily.

The Internet interface, at the heart of the new process, provides the natural, user-friendly and platform independent environment for the consumer to enhance the purchase experience. Currently the Web browsers represent this interface, but we feel the interface will evolve independent of the browser, reflecting the demands of the new consumer processes.  More functionality will be added to make the interface serve as a single window of interaction between the consumer and the marketer. Some of the functions that we expect the Internet interface to serve are:

1. Communication interface – to connect to other consumers on the Internet, to exchange ideas and information, and to communicate with business organizations and government agencies.

2. Virtual Shopping interface – to complete most of the shopping requirements  online.

3. Personal Management interface – to obtain personal services like legal, medical financial, and career services, and to manage personal information.

4. Education and Entertainment interface – to satisfy all education and entertainment requirements like training, games, movies, music, etc.

The Internet interface and the new consumer processes benefit the consumer and provide  excellent opportunities for the marketer to serve the consumers. To the consumer, some of the benefits provided by the new processes are as follows:

1. Access to all necessary information and feedback to make an informed and less stressful decision.

2. Access to all related services for completing the purchase process through a single interface.

3. Communication with fellow consumers for education and knowledge about products and services.

4. Sensory experience, through virtual reality, to feel the product without having to access the physical product.

5. Customization capability to tailor the product or service to suit individual’s needs and preferences.

To the marketer, the opportunities created through the Internet interface are as follows:

1. Bring together providers of related services on a single interface so that the likelihood of purchase is increased.

2. Create a rich and realistic virtual environment for the consumer to experience and evaluate the product.

3. Build the loyalty and trust of the consumer so that the marketer is seen as an influential guide or counsellor in fulfilling the consumer needs.

4. Form  on-line support groups, like virtual communities, that act as opinion builders for the products or services offered by the marketer.

6.1 Internet Interface and Virtual Reality
To the consumer, the entire purchase and fulfillment process is an experience.  Marketers can make it memorable for the consumer by providing a personal and realistic  experience in which to undergo the process. Virtual reality is one of the important technologies that has the capability to provide this rich experience to the consumer. Virtual shops equipped with virtual reality can enable consumers to “walk through virtual shopping aisles, examine and use the virtual product, and talk to virtual salespeople”. 

Virtual reality is currently available through the now widely accepted standard called VRML (Virtual Reality Markup Language).  This standard is supported by both Netscape and Microsoft Internet browsers and provides 3-dimensional visualization on the Internet.  More sensory capabilities are expected to be added in the future enabling the Internet to provide the full potential of virtual reality.
For the marketer, virtual reality is useful to design more effective Internet promotion campaigns as the product features can be presented more realistically. Consumers can have a better feel for the product and experience the effects of the product features. Virtual reality can also be used to educate and possibly train a consumer about how to use a product in order to experience the full potential of the product. An educated and knowledgeable consumer will be in a better position to appreciate the product features and thus will have a positive experience when using the product.  This will invariably lead to favorable feedback from the consumer for the product.

6.2 Internet and Interactive Marketing

Interactive marketing is defined as the “process of being able to deal with customers by creating individual relationship, managing market size of one and addressing each in terms of its stage of development” (Blattberg et al., 1991). It has always been the dream of marketers to be able to establish a dialogue with each consumer and position the organization to serve the needs of the consumer. For effective relationship building, marketers have looked to several methods of collecting feedback about consumers and their buying habits. Most of these approaches have been indirect, expensive and rarely available at the level of individual consumer.  Now,  the Internet interface is capable of providing the marketer with just that kind of information useful in addressing each consumer personally in a most effective and inexpensive way.

6.2.1 Understanding The Consumer
The Internet provides various ways to collect information about consumers in order to know them better. Consumers frequently fill out forms on the Web to have access to Web site services. Further, during their on-line shopping, they provide several inputs regarding the products, quantities, and other preferences which can be captured and stored by the interface in files like the “cookies” and “session logs”. These details can be used by the marketer to tailor the promotion message or product offering to the needs of the particular consumer. For example, a consumer who has recently asked for maternity benefits to be added to her health insurance, can be provided specific promotion and offers related to pre-natal  care.  In addition, the details of her location and family can be used to give her a specific deal at a nearby store.  This consumer information can be constantly tracked to offer the benefits related to baby care in future.

As standards of consumer data capture and code of ethics are developed and accepted, personal details of the consumer and her purchase habits can be used by the marketer to benefit both the consumer and the business.

6.2.2  Data Mining For Understanding The Consumer

The large volume of data spread over the Web makes it a difficult job for the marketer to collect the data and extract information using traditional analysis tools. Data mining tools offer effective ways to search and extract useful patterns from these huge mass of Web data. Data mining is a non trivial process of searching and analyzing data in order to find implicit, but potentially useful, information (Frawley et al., 1992). It is a process of searching large databases using techniques like statistical analysis, visualization, decision trees, and neural networks to explore large amounts of data and discover interesting patterns that shed light on business problems.  

Data mining on the Web is still at its infancy.  As more understanding is gained about the structure of the data captured over the Web, we expect that specific data mining tools will be offered to extract consumer information from Web data.  Armed with this knowledge about the consumer, the marketer can use the information processing capability of the computer to engage the consumer in an interactive dialogue, thus building a one-to-one relationship with the consumer.

6.3 New Consumer Processes and Product Marketing

The fundamentals of product marketing strategy suggest that the marketer should always start with the consumer, then the product and finally the communication and the distribution. Unfortunately, many attempts at product marketing on the Internet start with the communication process.  The Internet is a channel that facilitates the consumer need fulfillment by removing some barriers present in traditional channels.  For example, through the Internet, the marketer provides to the consumer, easier access to product information, aggregation of services, convenient ordering procedures and delivery of some category of products.  But this facilitation comes after the marketer has identified  the customer and the product.  The Internet does not substitute the strategic tasks of deciding who the consumer is and what product satisfies the needs of the consumer.

One of the other concerns of product marketing over the Internet is the lack of understanding on the part of marketers of the consumer perception of an innovation like the Internet. (Robertson, 1967) classified consumer reaction to innovation into three categories depending on the perception of the consumer – continuous, dynamically continuous and discontinuous.  A consumer who perceives an innovation as continuous, and thus requiring little change in the existing behavior, is more likely to adapt the innovation than if the required behavior change is significant.  When marketers focus on technology alone, they tend to create a threatening environment for consumers and the absence of a perceived match between the consumer needs and the marketing efforts further alienates the consumer. 

Without the Internet, most consumers had to gather information, process information and complete purchases by involving more than one channel.  The Internet allows consumers to access information, process information, and complete the purchase process all through a single and integrated channel.  What marketers need to do is to understand the role of Internet in the consumer process and develop their marketing strategy so as to exploit the capabilities of the Internet and enhance the consumer’s need fulfillment process.

7. Measurement of Internet Advertising

The ultimate effectiveness of any marketing channel can be measured by the extent to which the channel influences a consumer to purchase a product or service.  For example, the effectiveness of the Internet as a promotion channel can be judged by how well the intended message and persuasion have been perceived by the consumer, as reflected in the consumer’s response. The Web, as a marketing channel on the Internet, needs measures of advertising effectiveness in order to help managers plan their media investments.  In fact, the successful Web sites all provide audience measurements, with many of the measurement data supported by third party sources (Fitzgerald, 1998).

Realizing the importance of audience measurement, research has recently turned towards development of new tools and methodologies to measure Web advertisements. Our focus in this section will be the discussion of some of the current measures, the challenges and the future trends in Web advertising measurement.

7.1 Web Advertising Measurement Terminology
The measurement typically used for traditional advertising is the cost of reaching an audience (cost per thousand, abbreviated as CPM), based on circulation for print media and projected viewing audience for television (Zeff et al., 1997). Being a new medium with new capabilities, the Web has spawned new measurement terms. We give below brief definitions of some of the popular terms used in Web advertising (Zeff et al., 1997; Novak et al., 1996).

1. Hit: A hit is a record of each time a file is requested from a server. If a Web page consists of eight graphics as well as text, nine hits would be recorded each time that Web page is requested. 

2. Request: A request is a connection to an Internet site that successfully retrieves content. 

3. Visit: A visit is a series of requests made by one user during a specified time period. If a user stops making request for a given period of time, the next request is counted as another visit.

4. Unique visitor: A visitor who could be identified by information provided through a registration form or some other identification system.

5. Exposure: It is the number of times a visitor to a site is exposed to a particular advertisement. An exposure is counted each time an advertisement is delivered by a Web server.

6. Reach:  This is the total number of unique visitors exposed to a Web advertisement.

7. Click-through: This is a count of the mouse-clicks on a “hot-linked” advertisement such as a banner or button. This is also called as the “Page Information Requests”.

7.2 Challenges in Web advertisement measurement
A number of Web sites use “hits” to indicate their popularity. Hits are not always valid measures of Web traffic as they are inherently non-comparable across Web sites (Novak et al., 1996).  A request gives a more conservative estimate as it reflects only those requests satisfied by the server. 86% of Web publishers use CPM as the basis for Web advertisement pricing (IAB, 1997).  Though exposure gives an estimate of the number of times the advertisement was shown to the consumer, it does not reflect the consumer controlled environment of the Web unlike traditional broadcast media like the television. Click-through measures the actual exposure and activation of an advertisement content by a consumer.  But, Web publishers argue that click-through is not under publisher’s control and depends on the creative nature of the advertisement. Some researchers point to the use of reach and frequency estimates if the goal is to engage in “brand building” (Leckenby, 1998). The complexity of the Internet and the innovative Web advertising models, like advertorials, add to the difficulty in measuring consumer response to Web advertisements.

Web advertisement viewership is also determined through ratings, i.e. the number of Web users exposed to a particular advertising site or advertisement.  Ratings are done by Web rating companies like Media Metrix, Net Ratings, Relevant Knowledge and Nielsen Media Research. Lack of standard measures result in different media rating companies producing conflicting results.  For example, the lists of the top 25 Web sites put together by Relevant Knowledge and Media Metrix shared only 19 names (Ratings, 1998), and even the shared names were not in the same order. (Novak et al., 1996) argue that a standard methodology is essential to understand the effectiveness of the Web and exploit its full potential. They recommend a set of metrics developed from considering the Web as a unique hybrid of direct response and traditional communication medium. We feel that some of the challenges to be addressed in Web advertisement measurement are:

1. Standardization of Web traffic measurement terminology;

2. Development of new models to understand and measure consumer response to interactive advertisements; and

3. Using resident programs like “cookies” or “session logs” to capture useful consumer information without duplicating the data and without violating consumer privacy rights.

7.3 Future trends in Web advertisement measurement 
Recently the Internet Advertising Bureau (IAB) and Digital Marketing Group (DMG) were reported to be close to agreeing common measurement standards for Internet advertising on an international level (Beyaztas, 1998).   The agreement is backed by the Incorporated Society of British Advertisers and the Institute of Practitioners in Advertising.  The standards are expected to create a common global language for buyers and sellers of Web advertising and thus go a long way in removing the current confusion. Third party auditors are also coming on the scene to verify and possibly certify Web advertisement statistics released by Web site publishers. Non-profit organizations and research institutions also have begun to contribute more to the measurement of Web traffic and Web consumers’ online habits. It will require all players to come together to evolve standard measurement and reporting techniques, and to develop fully more credible Web advertisement measures as every one of them have a significant interest in realizing the full potential of the Web.

8. Summary and discussion

In this chapter, we examined the capabilities of the Internet as a marketing channel and how this new channel can be exploited by marketers to effectively reach their message to the consumer. We also saw new consumer processes supported by the Internet and the challenges of measuring the effectiveness of this new channel. 

The ultimate objective of all marketing efforts is to allow the consumer to take possession of the product or service that satisfies her/his needs. This includes the process of informing, persuading and removing all barriers for the consumer to possess the product or service. The Internet does not alter this ultimate objective.  What the Internet does alter is the specific implementation of the various elements of  the marketing mix directed toward the objective. While doing this, the Internet, as a computing network and an interactive two-way communication channel, provides marketers with new capabilities not available in traditional channels. These capabilities allow the marketers to (1) understand their consumers better, (2) communicate their message to the consumers more effectively, and (3) provide new services in fulfilling the needs of the consumers.

Having said this, it is to be noted that most organizations are still not clear of the impact of Internet strategies on their bottom line.  As the organizations struggle with the changing consumer preferences, new technology, and the inadequacies of the traditional channels in achieving their objectives, the introduction of the Internet as a potential channel has created both excitement and anxiety among the marketers. For instance, the projected Web advertisement revenues of $9 billion by 2002 represents a tiny fraction of the overall advertisement revenues.  A top executive of a leading consumer organization says that “the Web has the potential to be a dramatically more effective way for us to communicate with the people who buy and use our products” (Mand, 1998). While the same executive is concerned that the current state of the Web is not effective enough to really deliver the persuasive brand sell of other media, he also thinks that the eventual use of the Internet as an advertising medium is inevitable.

Brand building over the Internet is another area of concern of the marketers. While marketers like to capitalize on the reach and interactivity of the Internet to build online brands, the strategies that work in traditional media do not work so well on the Internet (Neuborne, 1998). According to a recent survey, banners, based on the billboard concept and the most popular Web advertising model used by marketers, are “looked at” by only 9.1% of online users (Maddox, 1998). But marketers also know that there is enormous potential on the Internet, with the current generation, which is comfortable with the technology, growing into the consumer generation.  Brand building efforts for this generation may have to consider, among other issues, consumer participation in the marketing efforts and replacement of the perception driven advertising models with experience driven interactive models. Also the Internet may be used with other marketing channels to build information flow and synergy among the product marketing efforts. 

We can categorize the barriers to significant exploitation of the Internet as a marketing channel as follows:

1. Limitations of the Internet in its current state such as limited band width, server capabilities and communication interface standards;

2. Lack of measurement standards that can give confidence to the marketers to shift to Internet; and

3. Absence of new business models that go beyond banner advertisement on the Web.

The communication capabilities of the Internet are being addressed by many government, research and corporate agencies. The measurement issues are also expected to be addressed and standards established to enable marketers to evaluate the benefits of the new media. But, only a few organizations have shown the willingness to develop new business models for the Internet and even here most of the efforts have been in digital products such as software and services.  We feel that marketers, while realizing that the Internet does not change their basic objective of serving the consumers, should evaluate their traditional consumer models and find new ways to establish a closer relationship with their consumers.  We attempt to provide a framework to understand some of the ways in which the Internet can serve as a marketing channel. But, much more issues have to be addressed to develop and use new Internet marketing models as electronic commerce continues to advance and impact the marketing function.

9. Conclusion

The competitive advantage of any organization is derived from the long term relationship that it has built with its consumers. As consumers increasingly take control of their need fulfillment process, marketers should evaluate the value that they can add to this fulfillment process to benefit both the consumer and the organization. In this chapter, we show how the Internet can be used by marketers to build and manage  this close relationship with their consumers. 
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