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Preface to the fifth edition

The constant innovation in digital media and technologies and the ways in which we interact
with them have continued relentlessly since the fourth edition. In this preface, we introduce
some of the success factors for individuals and organizations to master digital transformation
and summarize the main changes for each chapter since the previous edition.

We hope you enjoy the read, enjoy the digital ride towards being a world-class marketer and
let us know what you think via our sites/pages.

Dave (www.smartinsights.com) and Paul (www.PRSmith.org).

THE IMPORTANCE OF COMPETING THROUGH DIGITAL MEDIA AND
TECHNOLOGY

Since the previous edition, consumer and business adoption of digital media and technol-
ogy has continued apace. There are very few businesses today that aren’t using a range of
digital marketing tactics to compete as they seek to grow their business. So competition has
increased further as businesses invest more in digital marketing to reach their audiences and
encourage them to interact and buy.

The majority of digital media interactions between consumers and businesses are now medi-
ated through a small number of platforms, so it’s important for marketers to understand
the fundamental best practices for using these platforms in their campaigns and ‘always-on’
channel marketing which we explain in Digital Marketing Excellence. Smartphone adoption
rates have been phenomenal across the world, to the extent that, in many markets there are
now more smartphone brand interactions than desktop in key sectors such as retail, finan-
cial services and travel. Mobile marketing tactics are vital, but many mobile users also use
desktop devices so multi-device plans and tracking are needed.

It’s also important for marketers to monitor the latest tactical changes the core digital plat-
forms make to enable them to get an edge over their competitors. We have seen a consoli-
dation with some platforms becoming dominant including Facebook (particularly with their
acquisitions of Instagram and WhatsApp), Google (best known for its search platform but
also YouTube, the Chrome browser and Android mobile operating system). Apple mobile
devices have become hugely popular throughout the world meaning that MacOS, iOS on
mobile and the Safari browser have become more important. Then we have Microsoft,
which still has its Bing search engine, browsers, tablets and recent growth in importance
for business-to-business marketers with its acquisition of LinkedIn. Other platforms such as


http://www.smartinsights.com
http://www.PRSmith.org
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Twitter, Pinterest and Snapchat, while not dominant, command significant devoted audiences
and are important for marketers to understand as well.

UNDERSTANDING DIGITAL PLATFORMS IS ESSENTIAL, BUT APPLYING THE
MARKETING FUNDAMENTALS ARE VITAL

Despite the rapidly changing digital media and technology landscapes, we believe that mar-
keting fundamentals have remained constant and are even more essential to help differentiate
businesses given the intense competition. It’s still important to understand your customer
using the digital insights tools we recommend; personalization to deliver relevant content
and offers based on clear segmentation and targeting are still key to communications; con-
sumers make decisions based on their preference for brands that they relate to; digital media
and channels shouldn’t be silos, so integration is vital and successful marketers don’t use
tactics on an ad hoc basis, but instead use a carefully orchestrated approach based on the
crystal clear strategies we recommend.

WHAT ARE THE ESSENTIAL SKILLS OF THE MODERN MARKETER AND
BUSINESS?

Given these ongoing changes, it’s essential for individuals to remain relevant to employers
during their career through developing their knowledge and practical skills of using inte-
grated digital marketing techniques. As suggested by the subtitle, ‘Planning, integrating and
optimising your digital marketing’, we have developed this book to help marketers develop
and hone their skills including planning, management and optimization of channels. It’s also
essential for businesses to develop these skills amongst their staff and teams and to transform
their businesses and change their processes and structures so that they can deploy integrated
digital marketing techniques effectively. Despite digital marketing not being new any longer,
many businesses have only just recently implemented digital transformation programmes to
make the changes needed for their businesses to remain relevant to their customers. Many
other businesses still need to make this digital transformation.

So, what are some of the key characteristics of tomorrow’s marketer which you should
develop? Here are seven essential skills that we believe are important to support your career
development through the recommendations in Digital Marketing Excellence.

1 Specialization or focus on core competences. With so many digital marketing tactics, it’s almost
impossible to be a master of all techniques. However, your core competences, perhaps
content marketing or campaign planning, may not be specialized sufficiently to understand
the latest best practices needed to excel and enable your companies to compete. So, seize
the day and specialize!

N

Integrated communications. Marketers need to learn the traditional marketing communica-
tions skills to implement campaigns and ‘always-on’ activities which fulfill the 4Cs of inte-
grated communications — that’s Coherence, Consistency, Continuity and Complementarity.

w

Go beyond basic tactical skills to develop strategic planning and optimization skills. Many busi-
nesses don’t have an integrated digital marketing strategy and one reason behind this is
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that there is insufficient knowledge of planning frameworks such as SOSTAC®, which we
explore in the planning chapters of this book.

4 Obsess about transforming data to insight. You will know about the ‘Big Data’ hype, but the
reality is that many businesses are desperately in need of making use of ‘Small Data’, i.e.
developing their digital analytics and market research skills to maximize their customer
insights and optimize their digital experiences and communications. It’s time to embrace
actionable analysis.

5 Develop creative techniques which help engage audiences and differentiate brands. Although a lot
of digital marketing is involved with the details of optimization, ultimately it is the crea-
tive ideas which will engage our audiences, differentiate our brands and encourage brand
favourability and sharing. These skills need to be encouraged and developed within the
team.

6 Become more customer focused. Marketing has always been customer focused. We have
witnessed a sea change in marketing over the last ten plus years where the Internet
and social media have given customers far more choice when selecting suppliers and a
voice for venting their frustrations about brands. Leading businesses have responded to
this and have moved from product centred to more customer focused, yet many other
businesses haven’t. Chief Customer Officers are becoming more common, marketing
and digital marketing functions are being mixed with the customer centres across large
businesses.

7 Keep learning, develop new skills and test new approaches. The changes made by the key digital
marketing platforms such as Google, Facebook and LinkedIn, which mediate so many
communications between customers and businesses today, demand that marketers keep
learning rapidly. Businesses that can quickly trial and adopt new techniques and test their
communications through A/B testing and multivariate testing can gain a competitive edge.

The most obvious change in this edition is the new title of Digital Marketing Excellence, updated
from Emarketing Excellence, which dates way back to 2001 when the first edition was pub-
lished. In the previous edition we updated the sub-title to reference ‘digital marketing’ which
has gained traction in recent years amongst client-side and agency-side marketers and aca-
demics compared to previous terms ‘E-marketing” and ‘Internet marketing’ as Google Trends
shows. We like the term ‘digital marketing’ since it suggests the challenges and opportunities
from managing digital media, digital technology and gaining insight from digital interactions
with consumers that happen on digital devices.

The acclaimed structure of previous editions has been retained since this provides a clear
sequence to the stages of strategy development and implementation that are required to plan
successfully for Internet marketing in existing and start-up companies.

We have highlighted the changes to each chapter below.

XXi
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Digital Marketing Excellence has been developed to help you learn efficiently. It has supported
students on many university and college business and marketing courses and a range of spe-
cialist qualifications in digital marketing offered by the Chartered Institute of Marketing/CAM
and The Institute of Direct and Digital Marketing and Manchester Metropolitan University.
It is structured around ten self-contained chapters, each of which supports learning through
a clear structure based on sections with clear learning outcomes, summaries and self-test
questions. The Digital Marketing Insight boxes give varied perspectives from practitioners
and academics while the Digital Marketing Excellence boxes give examples of best practice.
We have also included numerous tips and best practice checklists for you to compare your
digital marketing against and to help you to develop a plan.

Chapter 1 Introduction to digital marketing

This chapter introduces digital marketing and its benefits and risks. It describes the difference
between e-commerce, e-business and digital marketing; the alternative digital communica-
tions channels and technology platforms, the dangers of sloppy digital marketing; how to
present a business case for increasing your online activities and the benefits — Sell, Serve,
Save, Speak and Sizzle. We also explain core concepts such as social, inbound and content
marketing that are at the heart of digital marketing today.

The introduction now emphasises the importance of integrating eight key digital marketing
activities that need to be managed with traditional communications channels and explores
the risks of digital silos.

A new case study about Zalando shows the power of using digital marketing to rapidly enter
new markets.

Chapter 2 Remix

The digital world affects every aspect of business, marketing and the marketing mix. Some
argue that physical distribution, selling and pricing absorb the biggest impact. In fact all the
elements of the marketing mix are affected by digital marketing. This chapter shows you
exactly how to evaluate the options for varying your marketing mix.

In this new edition we explain how the ongoing customer experience goes beyond the initial
Online Value Proposition via a new emphasis on lifetime customers and lifetime marketing.
Innovative thinking including Alibaba and Amazon’s innovative dash button, using data to
enrich experiences, and using storytelling to grab attention and build relationships alongside
social CRM. Finally we look at the impact of new disruptive technologies.

Chapter 3 Digital models

The business world is changing faster than ever before. Old approaches and models are being
turned on their head. In this chapter we show how to assess your online marketplace, review
new business, revenue and communications models and develop budget models.
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In the new edition we explore the impact of the Internet of Things, review the business model
canvas, a great tool for start-ups and existing businesses, new campaign targeting options,
programmatic advertising, including behavioural targeting and location-based ads and the
sales funnel. New, non-linear, dynamic ‘butterfly’ buying models are also explored.

Chapter 4 Digital customers

This chapter looks inside the online customer’s mind. We explore customers’ issues, worries,
fears and phobias, as well as other motivators for going online — and how marketers can
respond to these behaviours. We also look at on-site behaviour, the online buying process,
web analytics and the many influencing variables. We finish with a look to the future, your
future, and how to keep an eye on the digital customer.

In the latest update we show how customers process information is changing, identifying
motivations including B2B emotional motivations, Nudge Theory and subconscious motiva-
tions; how information is processed differently on mobile devices; the role of Al bots as part
of the Decision Making Units (DMU); and new customer profiling via data analysis.

Chapter 5 Social media marketing

This is where the online world gets really interesting. We’re excited about the potential of
social media marketing! It’s one of the biggest opportunities in marketing we’ve seen for
years. But, if it’s ad hoc or unmanaged, it won’t be fully effective and can even be damaging.
It definitely cannot be ignored and warrants its own strategy. That’s why we’ve devoted a
separate chapter showing you how to create a structured plan for social media marketing.

The fundamentals of this chapter are unchanged, but we have explored some of the fast-
er-growing social networks such as Instagram, Pinterest and Snapchat.

Chapter 6 Designing digital experiences

This chapter will make you think about web sites a little differently. We go beyond best prac-
tice in usability and accessibility, to show how to design commercially-led sites which deliver
results. Commercially-led site designs are based on creating compelling, persuasive experi-
ences which really engage visitors through relevant messages and content, encouraging them
to stay on the site and return to it.

This chapter has been renamed from ‘Site design’ since digital channel design now includes
digital presences in stores where relevant. We also include discussion of Mobile First design
principles and more detailed exploration of the merits of Responsive Web Design (RWD) and
adaptive design options.

Chapter 7 Traffic building

Sadly it’s not always the best products that succeed, but rather reasonably good ones that
(a) everyone knows about and (b) everyone can easily find when they need them. The same
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is true of web sites. This chapter shows you how to build traffic — how to acquire the right
visitors to your site in order to achieve the right marketing outcomes for you. You will
receive a briefing on the different digital communications channels, including search engine
marketing, online PR, online partnerships, interactive advertising, opt-in email and viral
marketing. We will also show you that to succeed with your online communications also
means gaining different forms of visibility on partner sites which are themselves successful
in traffic building.

This edition is fully updated for the latest Google ranking factors including mobile search and
how to avoid being a victim of Google’s webspam penalties. New Owned, Earned and Paid
Media options are explored including native advertising, AdWords optimization, program-
matic advertising, remarketing and retargeting, location-based advertising v2 and campaign
automation, lead generation affiliate bots, the Tactical Matrix (advantages and disadvantages
of all ten communications tools), updated click fraud and, finally, the need for creativity.

Chapter 8 Customer lifecycle communications and CRM

Online customer relationship management is packed with fundamental common sense prin-
ciples. Serving and nurturing customers into lifetime customers makes sense as existing
customers are, on average, five to ten times more profitable. At the heart of this is a good
database — the marketer’s memory bank, which if used correctly, creates arguably the most
valuable asset in any company. In this chapter we show how to develop integrated email
contact strategies to deliver relevant messages throughout the customer lifecycle, automating
and optimising wherever possible.

We have increased coverage of marketing automation and designing structured communica-
tions through lifecycle marketing. Social media customer service and remarketing using ads
is also explored. A new data mining example introduced in line with the theme of Big Data
and the relevant marketing application of ‘Predictive Analytics’. We have also explored how
the more complex Marketing Technology (MarTech) stacks can support customer lifecycle
communications.

Chapter 9 Managing digital marketing

Managing digital marketing requires constant review of new digital marketing opportunities.
A major transformation to e-business and social business in organizations is needed to fully
implement these new capabilities. This chapter explores the challenges and changes needed
in a company to manage always-on digital marketing effectively. Topics covered include the
transformation to social business, automation, measurement, optimization and making the
business case for these changes.

Key contemporary issues in managing digital marketing through Digital Transformation pro-
grammes are discussed including Mobile marketing, conversion rate optimization and tag
management.



PREFACE

Chapter 10 Digital marketing planning

Digital marketing planning involves marketing planning within the context of the e-business
digital environment. So, not surprisingly, the successful digital marketing plan is based on
traditional marketing disciplines and planning techniques, adapted for the digital media
environment and then mixed with new digital marketing communications techniques. This
chapter shows you how to create a comprehensive digital marketing plan, based on the
well-established principles of the SOSTAC® Planning System (Smith, 1993).

In the new edition the SOSTAC® Planning structure has been reviewed, restructured and
simplified. Situation analysis including capability assessment, digital transformation plan-
ning, Sun Tzu’s Art of War, new analytical tools (many of which are free), the KPI Pyramid,
the sales funnel, the 5Ss and RACE planning are all added. We also discuss new digital mar-
keting strategies, with excerpts and examples, key components of digital marketing strategy,
testing your strategy, the Tactical Tools Matrix, excellent execution and internal marketing,
and an example outline digital marketing plan for Huawei Smartphones.

Marketing and business professionals

® Marketing managers responsible for defining a digital marketing strategy, implementing
strategy or maintaining the company web site alongside traditional marketing activities.

® Digital marketing specialists such as new media managers, digital marketing managers and
e-commerce managers responsible for directing, integrating and implementing their organ-
izations’ e-marketing.

® Senior managers and directors seeking to identify the right e-business and e-marketing
approaches to support their organizations’ strategy.

® [nformation systems managers and Chief Information Officers also involved in developing and
implementing e-marketing and e-commerce strategies.

® Technical project managers or web masters who may understand the technical details of build-
ing a site, but want to enhance their knowledge of e-marketing.

Students

This book has been created as the core text for the digital marketing qualifications for the
Chartered Institute of Marketing and the Institute of Direct and Digital Marketing. As such,
Digital Marketing Excellence will support the following students in their studies:

® Professionals studying for recognized qualifications. The book provides comprehensive coverage
of the syllabus for these awards.

® Postgraduate students on specialist Masters degrees in electronic commerce, electronic business or
e-marketing and generic programmes in marketing management, MBA, Certificate in Management or
Diploma in Management Studies which involve modules or electives for digital marketing

® Undergraduates on business programmes which include marketing modules on the use of digital
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marketing. This may include specialist degrees such as electronic business, electronic com-
merce, Internet marketing and marketing or general business degrees such as business
studies, business administration and business management.

® Postgraduate and undergraduate project students who select this topic for final year projects/
dissertations — this book is an excellent source of resources for these students.

® Undergraduates completing work placement involved with different aspects of e-marketing such
as managing an intranet or company web site.

® MBA — we find that this book actually gives non-marketing people a good grounding in
marketing principles, business operations and of course digital marketing.

WHAT DOES THE BOOK OFFER TO LECTURERS TEACHING THESE COURSES?

This book is intended to be a comprehensive guide to all aspects of deploying digital marketing
within an organization. It builds on existing marketing theories and concepts and ques-
tions the validity of these models in the light of the differences between the Internet and
other media, and references the emerging body of literature specific to digital marketing and
e-commerce. Lecturers will find this book has a good range of case study examples to support
their teaching. Web links given in the text and at the end of each chapter highlight key infor-
mation sources for particular topics.

LEARNING FEATURES

A range of features have been incorporated into Digital Marketing Excellence to help the reader
get the most out of it. They have been designed to assist understanding, reinforce learning
and help readers find information easily. The features are described in the order you will find
them.

—/

[ At the start of each chapter

® Overview — a short introduction to the relevance of the chapter and what you will learn.

® Overall learning outcome — a list describing what readers can learn through reading the
chapter and completing the self-test.

Chapter topics — chapter contents and the learning objectives for each section.

)

In each chapter )

Digital Marketing Excellence boxes — real-world examples of best practice approaches referred
to in the text.

Digital Marketing Insight boxes — quotes, opinions and frameworks from industry practition-
ers and academics.

Digital Marketing Best Practice Checklists — to enable you to evaluate and improve your current
approaches or plan a new initiative.



PREFACE  xxvii

Practical Digital marketing Tip — dos and don’ts to improve your website, e-mail or database
marketing.

Definitions — key digital marketing terms are highlighted in bold and the glossary contains
succinct definitions.

Web links — where appropriate, web addresses are given for further information, particularly
those to update information.

Section summaries — intended as revision aids and to summarize the main learning points
from the section.

At the end of each chapter

Summary — also intended as a revision aid and to summarize the main learning points from
the chapter.

References — these are references to books, articles or papers referred to within the chapter.

Web links — these are significant sites that provide further information on the concepts and
topics of the chapter. The web site references within the chapter, for example company
sites, are not repeated here. The web site address prefix ‘http://’ is omitted for clarity
except where the address does not start with ‘www’.

Self-test questions — short questions which will test understanding of terms and concepts
described in the chapter and help relate them to your organization.

At the end of the book

Glossary — a list of definitions of all key terms and phrases used within the main text.

Index — all key words and abbreviations referred to in the main text.



Taylor & Francis
Taylor & Francis Group

http://taylorandfrancis.com


http://taylorandfrancis.com

We are fortunate to have shared our journey of understanding how to best use digital mar-
keting with thousands of students and many marketing professionals and we thank you for
sharing your experiences with us. We’d particularly like to thank all the practitioners who have
shared their experiences on applying digital marketing which feature on SmartInsights.com
and in this the fifth edition of Digital Marketing Excellence (formerly Emarketing Excellence).

We really do appreciate the effort made by the digital marketing specialists who have shared
their knowledge as expert commentators on Smartlnsights.com, or creative comments and
posts on the PR Smith Marketing Facebook page, some of which appear in this book includ-
ing: Conor Lynch (planning), Mike Berry, Steve Dempsey, John Horsley, Richard Sedley and
Ze Zook, (marketing strategy), Dan Barker, Ben Jesson and Pritesh Patel, Jon Clifford (ana-
lytics), Dan Bosomworth, Paul Fennemore, Katy Howell, Jay Cooper and Marie Page (social
media marketing), Rene Power (B2B marketing), Rob Thurner (mobile marketing), Chris
Soames, James Gurd and John Newton (search marketing), Mel Henson (copywriting), Paul
Rouke, Gerry McGovern, Paul Schwartfeger (usability) and Mark Brownlow, Kath Pay and
Tim Watson (email marketing), Andrew Darling and Neil McLements (behavioural ads and
remarketing), Adam Sharp, Ben Smart (automated marketing and CRM) and Kat Mayfield
(review marketing).

Also thanks to the many occasional contributors who contact us and share their expertise and
experiences.

We also want to thank the team at Routledge for their help in the creation of this book,
especially Amy Laurens and Laura Hussey, our editors who managed the book through the
production process.

Finally thanks to the Chaffey clan: Sal, Zoe and Sarah, and the Smith clan: Beverley, Aran,
Cian and Lily - their collective patience is very much appreciated.
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Chapter

Introduction to digital
marketing

We have a vision — to be the first fashion company that is fully digital end-to-end.
The experience is that the customer will have total access to Burberry across any
device, anywhere, but they will get exactly the same feeling of the brand, feeling of
the culture, regardless of where, when and how they are accessing it.

To any CEO who is sceptical today about social enterprise, you have to be totally
connected with everyone who touches your brand. If you don't do that, | don’t know

what your business model is in five years.
Angela Ahrendts, when Burberry CEO, currently VP Retail and Online at Apple
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OVERVIEW

This chapter introduces what we see as the fantastic potential of integrated digital marketing
for engaging audiences and its risks. It introduces the difference between e-commerce, digital
business and digital marketing; the alternative digital communications channels; the dangers
of sloppy digital marketing; how to present a business case for increasing your online activi-
ties, and the benefits of doing so — Sell, Serve, Speak, Save and Sizzle.

OVERALL LEARNING OUTCOME
By the end of this chapter, you will be able to:

® Understand the opportunities and risks of integrated digital marketing
® Outline an approach to developing a digital marketing plan

® Explain the key digital marketing activities needed for competitive success.

CHAPTER TOPIC LEARNING OBJECTIVE

1.1 Introduction Outline the benefits and risks of digital marketing
1.2 The connected world Outline the characteristics of the new multichannel
marketplace

1.3 B2C, B2B, C2B and C2C Identify different forms of collaboration between
marketplace members

1.4 Digital marketing definitions Describe the difference between e-commerce, e-business
and digital marketing

1.5 Sloppy digital marketing Avoid basic digital marketing mistakes

1.6 Objectives Outline the five basic digital marketing objectives

1.7 Objective — Sell Define objectives for selling to the customer online

1.8 Objective — Serve Define objectives for serving the customer online

1.9 Objective — Speak Define objectives for speaking to the customer online

1.10 Objective — Save Define objectives for saving online

1.11 Objective — Sizzle Define objectives for enhancing the brand online

1.12 Introduction to Digital Outline approaches to achieving digital marketing
marketing strategy objectives

1.13 Tactics, action and control ~ Outline digital marketing tactics, actions and control

1.1 Introduction

This chapter introduces you to the world of integrated digital marketing, its background and
its benefits. It introduces the key concepts you need to succeed in digital marketing, plus
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examples of good and bad digital marketing. Chances are your organization is already actively
engaged in digital marketing, so in this chapter, and throughout the book, we give you a
planning framework and checklists to evaluate and improve your current digital marketing
practices and plan new initiatives.

The chapter is structured using a simple aide-mémoire, called SOSTAC®. SOSTAC® is a plan-
ning system used by thousands of professionals to produce all kinds of plans (marketing
plans, corporate plans, advertising plans and digital marketing plans). In later chapters and,
in particular, Chapter 10, we provide a step-by-step guide to creating a digital marketing plan.
In this chapter, we’ll use SOSTAC® to provide a structure for an initial review.

SOSTAC® stands for Situation analysis, Objectives, Strategy, Tactics, Actions and Control
(Figure 1.1). It is described in more detail in Smith (2016) and Smith and Taylor (2004)
who note that each stage is not discrete, but there is some overlap during each stage of
planning - previous stages may be revisited and refined, as indicated by the reverse
arrows in Figure 1.1 below. For creating a digital marketing plan, the planning stages are as
follows:

Where are we now?

® Goal performance (5Ss)

o Customer insight

¢ E-marketplace SWOT

¢ Brand perception

* Internal capabilities and resources

Situation

How do we monitor performance? N
analysis

® 5Ss + web analytics — KPls
® Usability testing/mystery shopping
o Customer satisfaction surveys
o Site visitor profiling

Where do we want to be?

5Ss Objectives:

o Sell — customer acquisition and retention targets
e Serve — customer satisfaction targets

® Frequency of reporting q g o Sizzle - site stickiness,visit duration

* Process of reporting and actions Control ObJectlves * Speak - trialogue; number of engaged customers

* Save — quantified efficiency gains
Actions Strategy How do we get there? o
® Segmentation,targeting and positioning
® OVP (Online Value Proposition)
e Sequence, (credibility before visibility)
® Integration (consistent OVP) and database
e Tools (web, functionality, e-mail, IPTV, etc.)

N
%

x_/
)

The details of tactics

Who does what and when

® Responsibilities and structures
® Internal resources and skills

e External agencies

/:)
\W

Tactics

How exactly do we get there?
(the details of strategy)
® E-marketing mix
— including: the communications mix,
social networking, what happens when
* Details of contact strategy
® E-campaign initiative schedule

SOSTAC® planning framework. SOSTAC® is a registered trade mark of PR Smith
Source: www.sostac.org
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Situation analysis means ‘where are we now?’ (In the context of this chapter, this includes
definition of ‘digital strategy’ terms, growth in users and change in the marketplace, as well
as examples of good and bad digital marketing.)

Objectives means ‘Where do we want to be?” What do we want to achieve through online
channels and how they combine with physical channels, what are the benefits? We describe
the ‘5Ss’ as the main objectives of, reasons for, or benefits of being online, which you
should exploit.

Strategy means ‘How do we get there?” Strategy summarizes how to fulfil the objectives.
What online value propositions (OVPs) should we create, and what positioning should drive
the overall marketing mix and the promotional mix, right down to the different contact
strategies for different segments, and which digital media channels should be selected?
Getting your digital strategy right is crucial. As Kenichi Ohmae says (1999), ‘There’s no
point rowing harder if you’re rowing in the wrong direction’.

Tactics reviews the tactical tools and the details of the marketing mix which is covered in
Chapter 2 and the communications mix which is covered in Chapter 7.

Actions refers to action plans and project management skills — essential skills which we
won’t go into in this chapter.

Control looks at how you know if your e-efforts are working, and what improvements can
be made - again, we won’t delve in too deeply in this chapter.

Introduction

The SOSTAC® planning framework is used to structure this chapter. SOSTAC® is:

Situation analysis — where are we now?

Objectives — where do we want to be?

Strategy — how do we get there?

Tactics — which tactical tools do we use to implement strategy?
Actions — which action plans are required to implement strategy?

Control — how do we manage the strategy process?

Let’s consider the current situation of digital marketing — where the marketplace migrates
into the electronic marketspace. How significant is this change? Fixed and mobile access to the
Internet is continuing to grow rapidly and seamlessly across borders and into an online world
already inhabited by over three billion customers. Given its scale and the benefits it offers to
these customers and businesses, it is a big part of the future of all businesses. It also gives
excellent opportunities to enter and grow a business by entering new markets as the Zalando
case study shows.
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Despite the vast number of people (and businesses) buying online, don’t you think it’s a
little weird when you consider that billions and even trillions of dollars, pounds and euros
pass seamlessly through wires interconnecting lots of devices all around the world? Google
has built a billion-dollar business simply by charging for mouse clicks, some costing up to
US$50!

Mobile devices are now the most common way of accessing the Internet, superseding desktop
computers or laptops. What are the up-and-coming ways of accessing the Internet? Interactive
digital TV, mobile phones and mobile apps, planes, trains and automobiles all access the Internet.
Cars can also be ‘connected’ so that they can alert roadside repair companies to your location
before you actually break down. Just about anything can be wired up, courtesy of the powerful
combination of computer chips and cordless or wireless technology, including higher speed
data transfer protocols such as 4G and Bluetooth for data transfer between mobile phones and
other handheld devices. Digital marketers need to constantly evaluate the tremendous range
of platforms as they evolve.

Digital marketing platforms

Although the desktop access platforms or devices were dominant for years and remain
significant, mobile marketing platforms are now the most important. A Global Web
Index (Buckle, 2016) survey found that on average consumers own 3.64 connected
devices from smartphones, laptops and tablets to streaming sticks, wearables and con-
soles, many that are used simultaneously through multiscreening, often with a con-
nected TV.

These are the main platforms that the digital marketer needs to evaluate and manage.

Rather than present statistics here that will instantly date, to see the latest figures on
digital media adoption we recommend you check out http://bit.ly/smartsources. This is
updated regularly to show the most useful sources for consumer and business adoption
of digital devices. The most comprehensive breakdown by country showing consumer
access by different devices is the International Telecomms Union (ITU).

Desktop, laptop and notebook platforms

Desktop browser-based platform. This is traditional web access through the consum-
er's browser of choice whether Google Chrome, Apple Safari or Microsoft Explorer
or Edge. The app store on Chrome gives a new way to reach audiences.

Desktop apps. Apple users are accessing paid and free apps from their desktop via
the Apple App Store while Microsoft Windows users have their equivalent gadgets.
This gives opportunities for brands to engage via these platforms.


http://bit.ly/smartsources
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Email platforms. While email isn’t traditionally considered as a platform, it is part of
the online experience and offers a separate alternative to browser and app-based
options to communicate with prospects or clients, whether through editorial or
advertising, and email is still widely used for marketing.

Feed-based and API data exchange platforms. More advanced, professional users
still consume data through RSS feeds, and Twitter and Facebook status updates can
be considered a form of feed or stream where ads can be inserted.

Video-marketing platforms. Streamed video is often delivered through the other
platforms mentioned above, particularly through browsers and plug-ins, but it repre-
sents a separate platform. Television channels delivered through streaming over the
Internet known as IPTV are related to this platform.

Major social networks like Facebook, Instagram, LinkedIn, Pinterest and Twitter can also
be called platforms; some call them ecosystems because of their supporting interfaces
and tools. These are accessed across different devices.

Mobile phone and tablet platforms

The options on mobile hardware platforms are similar in many ways to the desktop.
Since smartphones can be used in different locations, there are many new opportuni-
ties to engage consumers through mobile marketing and location or proximity-based
marketing. The main platforms are:

Mobile operating system and browser. There are mobile browsers which are closely
integrated with the operating system.

Mobile-based apps. Apps have to be developed specifically for the mobile operating
system, whether it is Apple iOS, Google Android or Windows.

Other hardware platforms

There are a host of other and growing platforms through which to communicate with
customers; for example:

Gaming platforms. Whether it's a PlayStation, Nintendo or Xbox variety of gaming
machine, there are increasing options to reach gamers through ads or placements
within games; for example, in-game ads.

Indoor and outdoor kiosk-type apps. For example, in-store interactive kiosks and
augmented reality options to communicate with consumers.

Interactive signage. The modern version of signage is closely related to kiosk apps
and may incorporate different methods such as touchscreen, Bluetooth or QR codes
to encourage interactivity.
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DIGITAL MARKETING EXCELLENCE

Zalando exploits the power of digital media and distribution to grow a multi-billion
euro business in less than five years

Once a novel single-country startup, Zalando has become a €6 billion company and
Europe’s top Fashion retail platform. In 2008, Zalando served only Germany, five years
later they were serving 15 European countries.

Now, Zalando sells over 1,500 international brands, including international premium
brands as well as localized brands that are only available per country. For each of the
15 tailor-made websites per country they serve, they include customized shipping,
payment, fashion and marketing strategies unique to the culture and country.

Zalando is popular and successful for many reasons including a media, content, mer-
chandising and localization strategy applied to each country, an effective customer
satisfaction programme and focus on the mobile experience. Their Google AdWords
programme is particularly important as a method for them to gain rapid awareness in
each country they have entered since other online media techniques like SEO (too slow
to grow an audience rapidly in a competitive market) and social media (relatively poor
at impacting online sales) can be lacking to gain traction in a market. Using AdWords
and offline advertising plus the distribution infrastructure requires a significant invest-
ment, so substantial initial backing is needed for an international e-commerce busi-
ness like this, evident since it took four-plus years to break even in the core regions of
Germany, Austria and Switzerland.

ZALANDO INTERNATIONAL LOCATIONS GERMANY & EUROPE
STATE SEPTEMBER 2015

BERLIN HEADQUARTERS AND OUTLET
BRIESELANG FULFILLMENT CENTER o)
ERFURT FULFILLMENT CENTER

MONCHENGLADBACK FULFILLMENT CENTER

DORTMUNT TECH HUB 121
FRANKFURT oUTLET ° o0

PARIS BUYING OFFICE

DUBLIN TECH HUB

© ©90 0 06 06 ¢

HELSINKI TECH HUB

The growth of Zalando
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To effectively plan your digital marketing to predict your results, you need to tap into the
wealth of research about current Internet usage and future trends. In Table 1.1, we sum-
marize a selection of free and paid-for services to help you analyze your online market-
place. In Chapter 3 on digital models and Chapter 4 on digital customers, we explain how

Tools for assessing your online marketplace

Service

1 Google insights tools

2 SimilarWeb

(www.similarweb.com)

3 Nielsen (www.nielsen.com). Paid tool.

4 ComScore (www.comscore.com). Paid tool.

5 Internet or Interactive Advertising
Bureau (IAB)

(US: www.iab.net
UK: www.iabuk.net

Europe: www.europe.uk.net)

6 Government sources

7 Non-government organizations

8 IMRG (www.imrg.org)

Description

Google is one of the best sources of accurate tools
for marketplace analysis including:

® Google Display Planner (this Adwords tool shows
relative size and audience of publishers in the
AdWords programme)

® Google Trends — trends in search volume by
country — no sign-in required

e Keyword Planner — this tool available within
AdWords gives estimates of consumer search
volumes for different terms.

Freemium tool providing traffic ranking of individual
sites and their sources of traffic. Works best for
larger sites. Alternatives are Alexa and Compete.

Panel service based on at-home and at-work users
who have agreed to have their web usage tracked
by software. Top rankings on site gives examples of
most popular sites in several countries.

A similar panel service to Nielsen, but focusing on
the US and UK. Publishes free country adoption
summaries.

Research focusing on investment in different digital
media channels, in particular display ads and search
marketing. Paid-for services.

Useful government sources include Eurostat (EU:
http://epp.eurostat.ec.europa.eu), Ofcom (UK:
www.ofcom.org.uk and Statistics.gov.uk) and Data.
gov for the US.

Pew Internet Surveys (US: www.pewinternet.org)
and International Telecoms Union (www.itu.int)

The Internet Media in Retail Group has compilations
on online e-commerce expenditure in the UK


http://www.similarweb.com
http://www.nielsen.com
http://www.comscore.com
http://www.iab.net
http://www.iabuk.net
http://www.europe.uk.net
http://epp.eurostat.ec.europa.eu
http://www.ofcom.org.uk
http://www.pewinternet.org
http://www.itu.int
http://www.imrg.org
http://Statistics.gov.uk
http://Data.gov'
http://Data.gov'

INTRODUCTION TO DIGITAL MARKETING

you should analyze your online marketplace to help understand and exploit the online
potential.

SECTION SUMMARY 1.2

Situation - the connected world

More customers are spending an increasing part of their lives in the digital world. Marketers
need to analyze demand by consumers for online services and respond to customers’ needs
in this new connected world.

1.3 Situation - B2C, B2B, C2B and C2C

The options for digital communications between a business and its customers are summarized
in Figure 1.3. Traditionally, the bulk of Internet transactions are between business and busi-
ness or industrial and commercial markets, known as business-to-business (B2B); and between
business and consumer markets (like cars and cola), known as business-to-consumer (B2C).

B2B AND B2C

This is where the bulk of online business occurs. Once upon a time, marketers used to learn
from the fast-moving consumer goods (FMCG) manufacturers like Guinness, Coca-Cola and
Heinz, while industrial marketing, or B2B marketing, was considered by some to be less
exciting. This is no longer the case, with relatively new B2B brands like Buffer, Hubspot,
Smart Insights and Salesforce using content marketing to fuel dramatic growth through acquir-
ing leads at low costs.

From: Supplier of content/service

Consumer Business (organization)
Consumer-to-Consumer Business-to-Consumer
(C20) (B2C)
® eBay ¢ Transactional: Amazon
® Peer-to-peer (Skype) ¢ Relationship-building: BP
e Social networks and blogs ¢ Brand-building: Unilever
® Product recommendations ® Media owner: NewsCorp

e Comparisoni ntermediary:
Kelkoo, Pricerunner

Consumer-to-Business Business-to-Business
(C2B) (B2B)
e Groupon and Priceline ¢ Transactional: Euroffice
e Consumer-feedback, ¢ Relationship-building: BP
communities or campaigns ¢ Media-owned: Emap

To: Consumer of content/service
Business (organization) Consumer

business publications
® B2B marketplaces: EC21

Figure 1.3 Options for online communications between an organization and its customers
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Figure 1.4 Product categories at Alibaba

Source: www.alibaba.com

In 2001, Ford and General Motors combined forces through the B2B marketplace Covisint
(www.covisint.com) and moved their then US$300 billion and US$500 billion supply chains
online. Today, Covisint is no longer an open marketplace, instead it is used by a handful of
motor manufacturers. The benefits of transactional B2B e-commerce are now more about iden-
tifying products in electronic catalogues from a range of suppliers, selecting the best option
and then managing the paperwork and workflow electronically through e-procurement. The
eBay auction model has not really taken hold in B2B, although eBay does have its own B2B
auction facility (http://business.ebay.com) and Alibaba.com has created a billion-dollar busi-
ness focused on Asia (Figure 1.4).

C2C AND C2B

Whether you are B2C or B2B, don’t forget customer-to-customer (C2C) and customer-to-busi-
ness (C2B). C2C models and the social media to support them have proved one of the most
disruptive examples of online business technology. An early indication of the popularity of
C2C was the growth of online consumer auctions at eBay and in niche communities focus-
ing on interests such as sport, films or pastimes. More recently, a dramatic growth in C2C
interactions has been fuelled by the growth of social networks: the ‘Big 8’ - that’s Facebook/
Instagram, Google/YouTube, Snapchat, Twitter, LinkedIn and Pinterest. These are now key to
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reaching many customers through business or brand pages and advocacy via key influencers
on these platforms. Social interactions are now so important that they are reducing consump-
tion of other forms of digital media and traditional media, so all companies need to develop
a strategy to engage these consumers. That’s why we devote Chapter 5 to developing a social
media strategy.

Customer-to-business models were touted in the ‘dot-com’ boom as playing a significant
role in some B2B or B2C sectors. In this model, a potential buyer approaches a marketplace
of sellers who then compete for the sale. In the consumer market, Priceline (www.priceline.
com) initially used this model, but now offers a familiar price comparison model also used
by Booking.com in the same group and consumer sites such as Kelkoo. Groupon established
a group-buying model where previous models like LetsBuylt.com failed. C2B also involves
customers developing their own content online, which is known as user-generated content
(UGC), with businesses facilitating it. For example, many smaller travel companies, such
as Superbreak (www.superbreak.com) and Travel Republic (www.travelrepublic.co.uk) have
exploited the approach originally adopted by TripAdvisor (www.tripadvisor.com). Do you
have a plan for UGC?

DIGITAL MARKETING EXCELLENCE

Argos and RS Components exploit new markets

When catalogue retailer Argos (www.argos.co.uk) launched its web site, it found that
sales were not limited to its core B2C market. Around 10 per cent of the site’s customers
were B2B - the web provided a more convenient purchase point than the previous retail
chain. It has since changed its product offering to accommodate this new segment.
Conversely, B2B company RS Components found that a significant proportion of sales
were B2C, so reaching new customers via its online presence.

When assessing the relevance and potential of digital marketing for a business, remember
that different business types offer different opportunities and challenges. Chaffey and Ellis-
Chadwick (2015) identify five main types of online presence or components possible as part
of a site:

1 Transactional e-commerce site. Online retailers, travel, financial services providers or manufac-
turers make their products available for online purchase. The main business contribution
is through sale of these products. The sites also support the business by providing infor-
mation for consumers who prefer to purchase products offline.

2 Services-oriented relationship building or lead-generation web site. Provides information to stim-
ulate purchase and build relationships. Products are not typically available for purchase
online. Information is provided through the web site, along with email marketing, to inform
purchasing decisions. The main business contribution is through encouraging offline sales

11
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and generating enquiries or leads from potential customers. Such sites also help by adding
value for existing customers by providing them with information of interest.

Examples: B2B examples are management consultants such as PricewaterhouseCoopers
(www.pwc.com) and Accenture (Www.accenture.com). Most car manufacturers’ sites may
be services-oriented rather than transactional.

3 Brand-building site. Provides an experience to support the brand and current campaigns.
Products are not typically available for online purchase, although merchandise may be. The
main focus is to support the brand by developing an online experience of the brand through
content marketing integrated with social media outposts. They are typical for low-value,
high-volume, fast-moving consumer goods (FMCG brands).

Examples: Lynx (www.lynxeffect.com) and Guinness (wWww.guinness.com).

4 Portal or media site. The main purpose of these types of intermediaries or publishers is to
provide information and content. The term portal refers to a gateway to information or a
range of services such as a search engine, directories, news, blog content, shopping com-
parison, etc. This is information both on the site and via links through to other sites.
Online publishers have a diversity of options for generating revenue, including advertising,
commission-based sales (affiliate marketing) and selling access to content through sub-
scription or pay-per-view.

Examples: Yahoo! (www.yahoo.com), the Financial Times Online (www.ft.com) or
TripAdvisor (www.tripadvisor.com).

5 Social network or community site. A site enabling community interactions between different
consumers (C2C model). Typical interactions include posting comments and replies to
comments, sending messages, rating content and tagging content in particular categories.
Well-known examples include Facebook and LinkedIn, but there are many less well-known
niche communities that may be important within a market. In addition to distinct social
network sites, social interactions can be integrated into other site types through plug-
ins or application programming interfaces (APIs). The Facebook APIs are very important in
integrating Facebook ‘Like’ buttons and content into sites through services such as the
Facebook social plug-in.

Remember that these are not clear-cut categories of web sites, since many businesses
will have sites which blend these elements, but with different emphasis depending on the
markets in which they operate.

To engage their audience and so increase advertising revenue, social networking sites are also
looking to provide many of these services through social network company brand pages, some-
times called ‘social outposts’ for short.

Situation - B2C, B2B, C2B and C2C

Digital marketing involves collaboration between different parties that can be characterized
by four main interactions:
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1 B2C - business-to-consumer (B2C e-tail is arguably the most talked about)
2 B2B - business-to-business (less talked about, but with the most transactions)

3 C2C - customer-to-customer interactions (best known as consumer auctions, but can also
be achieved as B2C and B2B social networks or communities)

4 C2B - customer-to-business (novel buying models where customers approach the busi-
ness on their own terms or generate content to support the business).

When we first wrote this book in the middle of the dot-com boom of 2000, there were many
terms with the e-prefix from e-marketing to e-commerce and e-business. In previous edi-
tions, we included ‘digital marketing’ in the sub-title, but for this, the fifth edition, we have
updated the title of this book from E-Marketing to Digital Marketing since it reflects usage by
professionals in our ‘industry’. Marketers worldwide now use digital marketing to reference
the range of digital media, technology and digital platforms used to reach and interact with
consumers and businesses.

Within any organization, developing a common understanding for these terms, and how they
interrelate and who will manage them, is important to enable development of a consistent,
coherent strategy.

E-commerce is primarily about selling online or the ability to transact online. This includes
online retail, banking and travel. Some suggest that e-commerce includes all online transac-
tions such as responding to an enquiry or an online catalogue search.

E-commerce itself does not include the marketing or the back office administration processes
that are required to run a business. Digital business has a broader perspective involving the
automation of all the business processes in the value chain - from procurement or purchasing
of raw materials, to production, stock holding, distribution and logistics, sales and marketing,
after sales, invoicing, debt collection and more.

Digital marketing formerly referred to as e-marketing or Internet marketing is at the heart of
digital business — getting closer to customers and understanding them better, adding value
to products, widening distribution channels and boosting sales through running digital mar-
keting campaigns using digital media channels such as search marketing, online advertising and
affiliate marketing which we will explain later in this chapter. It also includes using the web
site to facilitate customer leads, sales and managing after-sales service. As with mainstream
marketing, digital marketing is a way of thinking, a way of putting the customer at the heart
of all online activities; e.g. getting different user groups to test your web site on different
browsers in different settings on different connections.

Simply put, digital marketing is marketing online whether via web sites, online ads, opt-in email,
mobile apps or emerging platforms. It involves getting close to customers, understanding
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them better and maintaining a dialogue with them. It is broader than e-commerce since it
is not limited to transactions between an organization and its stakeholders, but includes all
processes related to marketing.

This dynamic dialogue is at the heart of good marketing. Digital marketing builds on the data-
base (of customers and prospects) and creates a constant flow of communications between
customers and suppliers and between customers themselves. Dynamic means what it says.
Dynamic does not mean static brochureware web pages — you do still see them! It’s a two-way
flow of communications — an ongoing discussion between customer and supplier. The power
of this dialogue is that it not only engages audiences, but gives associated boosts to search
engine optimization (SEO) and social media optimization (SMO) through the backlinks and social
sharing that it creates which give positive ranking signals to the search engine as explained
in Chapter 7.

Digital marketing can help create a business which is customer led — where the customer
participates, through a constant dialogue, a dynamic dialogue, expressing interests, request-
ing products and services, suggesting improvements, giving feedback — where ultimately, the
customer drives the business. However, larger businesses have to beware of the dangers of
creating digital silos which will damage integrated communications.

Create integrated digital marketing activities NOT digital silos

Given the increase in importance of digital marketing activities and the creation of new
roles in businesses to manage them, many larger organizations have seen silos develop
where activities like digital marketing or specialist search, email or social media market-
ing form separate teams. There will often also be separate specialist agencies working
on these activities.

With separate teams and agencies, communications and developing integration of
activities between digital marketing teams and product and brand marketers becomes
a huge challenge. So plans are essential to encourage a shared, integrated approach
across activities.

Smart Insights (2016a) has identified the eight core digital marketing activities shown
in Figure 1.5 that demand special attention from marketers to plan, manage and opti-
mize each marketing technique so that online marketing is competitive and maximizes
ROI. In small businesses, one person or agency may manage all of these and in larger
organizations or agencies there could be multiple people involved in each depending
on business sector.

The eight activities recommended are:

Digital experience management. Traditionally the company website has been at the
heart of online marketing, but as we explain in Chapter 6, today companies need to
think of a broader customer experience to enable interaction across desktop and
mobile websites, mobile apps, social media company page and email marketing. For
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Integrated Planning:
Always-on+
Campaigns

Multi-channel Content
Analytics Marketing

DIGITAL
EXPERIENCES:

Email
Marketing/
Marketing
Automation

Desktop, Mobile,
In-Store

Social Media
Marketing

Figure 1.5 Eight key digital marketing activities to manage in all organizations

multichannel businesses such as retailers, financial services and travel companies,
there are also great opportunities to offer in-store digital experiences such as the
virtual and augmented reality techniques described in Chapter 6.

Digital marketing strategy and planning. Research shows that many businesses are
doing digital marketing, but without a strategic, planned approach. The SOSTAC®
system should be used to create an overall integrated digital marketing plan as
explained in Chapter 10 and also to get the most from these other key activities.
Businesses also need to manage burst campaigns to engage their audiences and the
‘always-on’ activity to get visibility across search engines and social media that we
describe in Chapter 7.

Content marketing. Smart Insights (2016a) considers content marketing as the fuel
for all the core digital marketing activities to engage and persuade your audience.
Content is the glue that links digital media for content distribution with the digital
platforms where it is consumed across the customer path-to-purchase. Leading busi-
nesses develop a more strategic approach to content creation, repurposing, adver-
tising and outreach.

Search Engine Optimization (SEQ). If you get it right, SEO can be a huge competitive
advantage in many business sectors where prospects are looking for brands, products
and solutions. To get visibility you need to rank highly in the organic search results
pages (SERPs) for the search terms your users are looking for. So, it's super-compet-
itive and essential you know about the details we cover in Chapter 7.

Paid search marketing and other programmatic advertising. For similar reasons,
paid search marketing is highly competitive in all sectors. With Google dominant
in many countries, Google AdWords needs careful management, integrated with
organic search and also including reaching web users via online advertising through
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the Google Display Network ads or programmatic advertising (Chapter 7) to deliver
a return on investment.

Social media marketing. Social media is popular with consumers and marketers alike
since it offers many visual opportunities for sharing of ideas, contents and brand rec-
ommendations. In Chapters 5 and 7 we explore the free organic and paid advertising
options to use social media for customer acquisition and retention and in Chapter 8
we cover social media customer service.

Email marketing and marketing automation. When visitors are away from your
website or app, email marketing is still the best way to deliver targeted, relevant
messages to prospects or customers. Marketing automation takes it to the next level
so that email and web personalization can use the ‘sense and respond’ approach
explained in Chapter 8.

Multichannel analytics. Digital Analytics from services such as Google or Adobe
Analytics is just part of the business intelligence that helps fuel analysis of business
results and performance. These are great tools, but as we describe in Chapter 9,
getting the most from them, and so get more commercial value from them, needs
careful setup, a review process incorporating qualitative feedback from customers to
inform optimization.

The role of digital platforms in supporting integrated multichannel marketing is
another recurring theme in this book and in Chapter 2 we explore its role in sup-
porting different customer journeys through alternative communications and distri-
bution channels. Online channels can also be managed to support the whole buying
process.

Integrated lifecycle marketing

Savvy digital marketers understand the importance of building an integrated
multichannel touch or contact strategy which delivers customized communications
to consumers through search or behavioural targeted display ads (also known as
remarketing), emails and web recommendations and promotions. Every customer
interaction or response to a communication should be followed up by a series of
relevant communications delivered via the right combination of channels (web, email,
phone, direct mail) to elicit a response or further dialogue. This is contextual or ‘Sense
and Respond’ marketing, where the aim is to deliver relevant messages which fit the
current context of what the customer is interested in according to the searches they
have performed, the type of content they have viewed or the products they have
recently purchased.

We call this ‘right touching’:



INTRODUCTION TO DIGITAL MARKETING 17

Right Touching is:
A Multi-channel Communications Strategy
Customized for Individual Prospects and Customers forming segments
Across a defined customer lifecycle
Which . ..
Delivers the Right Message
Featuring the Right Value Proposition (product, service or experience)
With the Right Tone
At the Right Time
With the Right Frequency and Interval
Using the Right Media/Communications channels
To achieve . ..

Right balance of value between both parties

(Dave Chaffey, www.smartinsights.com)

You can see that right touching is not easy; all the permutations mean that businesses
often get it wrong. That's why we think it's one of the biggest challenges for companies
across customer acquisition, retention and growth. We return to this topic in Chapter 8
on customer relationship management (CRM) where we explain how to develop the
right contact strategy.

To what extent are you incorporating right touching into your digital marketing? Use this
checklist from customer acquisition to retention:

WV 1 Search marketing. When a prospect uses a search engine to search for a company or
brand name or a specific category or product, a paid search ad from the company or
content in the natural search results as explained in Chapter 7.

V2 Behavioural targeting or online advertising: When a prospect interacts with content on a
media site or searches on a specific term, a sequence of follow-up ads known as behav-
ioural retargeting should be displayed as they visit other sites within a network and the
destination site of the merchant paying for the advertising.

Wl 3 Multi-touches across different digital media channels for acquisition. Use tracking and develop
attribution models through web analytics to understand the sequence and combination
of different digital media channels (search, affiliates, display ads or aggregators) which
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4 Customer lifecycle model and welcome strategy. When a prospect subscribes to an email

newsletter, enquires about a service or makes a first purchase, a welcome communica-
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for example, for a car policy, follow-up emails should remind customers about the
benefits of taking out the policy.

Delivering relevant recommendations for retention and growth. When an existing customer
returns to a site, a personalized container should be available on every page to deliver
relevant personalized promotions. Amazon recommendations are the best-known
examples; another is office supplier Euroffice (www.euroffice.co.uk, Figure 1.6) which
delivers relevant recommendations to prospects and customers according to their
position in the lifecycle, segment and previous purchases. Similarly, dynamic content
panels within emails do the same.

Following up on customer product or promotion interest. When a customer clicks on a link in
an email or interacts repeatedly with content on a site, is there an automated workflow
triggering an email, remarketing ad on social media, direct mail or phone reminder
about the offer?

Getting the frequency right. Effective right touching requires that messages stay engaging,
relevant and do not become too intrusive or too repetitive. So you should put limits on
the maximum number of emails that are sent in a period (e.g. one a month or one a
week) and the interval between them (e.g. an interval of at least three days).

Getting the channel right. Right channelling means using the best channel(s) for the
customer, which fit their preferences, and the right channel for the company, which
gives them the best combination of cost and response. It means that you may be
able to upweight email communications for some customers because they inter-
act and respond to them, so reducing costs of direct mail. But other customers on an
email list may not respond to or may dislike email, and so direct mail is upweighted
to them.

Getting the offer right. Offers will vary in effectiveness according to the audience targeted
and this will be shown by their profiles and customer journeys indicated by the media
and content they have consumed. Can you identify the Next Best Product for previ-
ous purchasers? So right touching requires that testing is built-in to deliver the right
messages and right sequences of communications for different audiences.

Let’s get back to the fundamentals. Although different business models and marketing models
have emerged, the same basic marketing principles apply whether online or offline:

Get close to customers, listen to them

Involve them

Serve them

Add value

Find the best ones

Nurture them into lifelong customers and advocates

And, of course, test, test, test, measure and improve.
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To help define digital marketing in more detail, let’s look at what marketing is. The UK
Chartered Institute of Marketing defines marketing as: “The management process responsible
for identifying, anticipating and satisfying customer needs profitably’.

What does digital marketing involve?

Now let’s consider how digital marketing can fulfil the definition of marketing, if properly
implemented. Let’s break up the definition into manageable chunks: Digital marketing can
identify, anticipate and satisfy customer needs efficiently.

Taking a web site as a major part of digital marketing, consider how it can fulfil the definition
of marketing (identify, anticipate and satisfy customer needs profitably). It can:

® [dentify needs from customer comments, enquiries, requests and complaints solicited
via the web site’s email facility, bulletin boards, chat rooms and, of course, sales pat-
terns (seeing what’s selling and what’s not), and by observing new customer groupings
identified by data mining through customer data, sales and interests (recorded using web
analytics which reveal insights into interests determined by pages visited). Don’t forget
online surveys and direct from customer online feedback tools such as those listed at http://bit.
ly/smartfeedback, assessing satisfaction and requesting suggestions for service or product
improvements. Finally, there is a proliferation of online secondary sources of research
such as those given in Table 1.1 (above), many of which provide free in-depth insights
into customer needs.

® Anticipate customer needs by asking customers questions and engaging them in a dynamic
dialogue built on trust. And, of course, a little bit of what Amazon calls collaborative filtering
helps the company to identify and anticipate what customers might like, given that buyers
of similar books have similar interests. Customers often welcome suggested books from
Amazon. And today’s sophisticated profiling techniques allow many companies to do their
own data mining to discover and anticipate buyers’ needs. This is old technology. More
recent sophisticated profiling technology allows some companies to analyze your interests
without even knowing your name — courtesy of the cookie — a bit of code sent to your
access device when you visit certain sites. So without knowing your name, it knows your
interests. It recognizes your device and records which types of sites you visit (interests
you have). So when you visit a web site and an unusually relevant banner ad drops down,
this is no coincidence — cookies have anticipated your desires and needs.

® Satisfy needs with prompt responses, punctual deliveries, order status updates, helpful
reminders, after-sales services and added value services combined with the dynamic dia-
logue. The dialogue maintains permission to continue communicating and then adds value
by delivering useful content in the right context (right time and right amount).

® FEfficiently means in an automated way (or partially automated) — an efficient, yet hope-
fully not impersonal, way (i.e. it allows tailor-made technology to increase the marketer’s
memory as the relationship effectively blossoms during the customer’s life — increasing
lifetime value). And if the web site is integrated with CRM systems and mass customization,
then the relationship deepens and needs are completely satisfied in a very efficient auto-
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mated two-way process. This also, of course, provides some protection from the inevitable
onslaught of competition.

Situation - digital marketing definitions

E-commerce generally refers to paid-for transactions, whether B2C or B2B, but some commen-
tators include all communications between customers and business. Digital business is broader,
including e-commerce, and is a means to optimize all business processes that are part of the
internal and external value chain. Digital marketing is best considered as how digital marketing
tools such as web sites, CRM systems and databases can be used to get closer to customers - to
be able to identify, anticipate and satisfy their needs efficiently and effectively.

Identifying, anticipating and satisfying customer needs is all simple common sense. Yet
common sense is not common. Sloppy digital marketing has become commonplace — broken
sites, delayed deliveries, impersonal responses, non-responses.

Whether it’s unclear objectives, lack of strategy or simply lousy execution, good digital mar-
keting is still relatively rare.

Online customers demand service

It's a well-known saying that if you have a good experience with a brand, you may
tell one person; but if you have a bad experience, you tell ten others. Today, through
online sharing of experiences, the experiences can be shared much more widely. Smart
Insights (Chaffey, 2012) reported that ‘over 44 per cent of adults now use the web to
share grievances about products, with new customers expecting to interact with com-
panies online and get a speed response’. At the same time, many companies are ignor-
ing comments by customers made on the social networks, with one survey showing
that ‘95% of customer Facebook posts were ignored by brands’ (Bosomworth, 2012).
Some are even facilitating it; for example, McDonald’s asked its Facebook followers
and Twitter fans to share their experiences under a hash tag #McDStories, which was
hijacked by customers complaining about negative experiences. The report recom-
mends that to minimize the impact of customer complaints:

The customer service operation is equipped to monitor and engage with a targeted
spectrum of media.

Companies fully understand where, why and how their customers are using social
media before making any social media marketing changes.
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A balance is struck across different types of media — telephone, email, web, social
network and mobile.

The power of online communities is recognized, and customers are encouraged to
help each other.

Relationships are nurtured with advocates who wield particular influence on the
Internet.

Specialist tools are used to measure the impact of customers’ online activity.

Chapter 3 on changing digital models shows why many of the old-world models, business
models, marketing models, distribution models, pricing models and advertising models do
not fit the new world of digital marketing. New models are required and the digital models
chapter invites you to create some new models and examine other new emerging models.
Whether marketing offline or online, do not forget the basics of good business: carefully
thought-through ideas, attention to detail and excellent execution can be the difference
between success and failure.

Sloppy digital marketing is also often evident through inefficient design of customer experi-
ences on site. Take the example of a transactional site, where there are many opportunities
to lose the customer’s order. It’s no wonder that average conversion rates remain well below
5 per cent (based on a Smart Insights (Chaffey, 2016) compilation available at http://bit.ly/
smartconversion; see Figure 1.7).
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Digital marketing sloppiness causes high attrition rates
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Situation - sloppy digital marketing

There are many examples of poor digital marketing. This may result from unclear objectives,
lack of strategy or simply lousy execution. Marketers should assess and minimize the risks
before embarking on digital marketing.

One reason why many new businesses, and in particular new startup businesses, go horribly
wrong is often because objectives are not clearly agreed upon, and companies keen to get on
with it jump straight to tactical tools (such as websites, Google AdWords or social media)
without first agreeing on clearly defined objectives and razor-sharp strategies.

The following sections on objectives cover the purpose or reasons why businesses go
online. They examine the kind of clear objectives and goals that will drive good digital
marketing.

So before making the change to digital marketing, first be clear: Why do you want to go
online? What are the objectives? What advantages and benefits are expected?

You must be clear why you’re getting into digital marketing and the areas on which you
want to focus as you improve your digital marketing. What are the objectives, apart from
competitive paranoia? What are the benefits? There are five broad benefits of, reasons for or
objectives of digital marketing:

1 Grow sales (through wider distribution, promotion and sales).
2 Add value (give customers extra benefits online).

3 Get closer to customers (by tracking them, asking them questions, creating a dialogue,
learning about them).

4 Save costs (of service, promotions, sales transactions and administration, print and post)
and so increase profits on transactions.

5 Extend the brand online. Reinforce brand values in a totally new medium.
There is a section on each of these ‘objectives’.

These digital marketing objectives can be summarized as the ‘5Ss’ — Sell, Serve, Speak,
Save and Sizzle. These are covered in the next five sections. Once you have defined (and
quantified) ‘where you are going’ (your objectives), you can then decide ‘how to get there’ —
strategy. First, consider objectives.

You should set specific goals for objectives in each of the five areas, as shown in Table 1.2.
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Objectives for the 5Ss of digital marketing

Benefit of
digital marketing

Sell — Grow sales

Serve — Add value

Speak — Get
closer to
customers

Save — Save
costs

Sizzle — Extend
the brand online

How benefit is delivered

Achieved through wider
distribution to customers you can’t
readily service offline or perhaps
through a wider product range than
in-store or lower prices compared
to other channels.

Achieved through giving customers
extra benefits online or inform
product development through
online dialogue and feedback.

This is creating a two-way dialogue
through web and email forms and
polls; conducting online market
research through formal surveys;
and informally monitoring chat
rooms to learn about them. Also
speak through reaching them via
key influencers through e-PR.

Achieved through online email
communications, sales and service
transactions to reduce staff, print
and postage costs.

Achieved through providing a new
proposition and new experience
online while at the same time
appearing familiar.

Typical objectives

Achieve 10% of sales online in market

Increase online sales for product by
20% in year

Increase conversion rate by 5%.

Increase conversion rate by 5%

Increase interaction with different
content on site

Increase dwell time duration or pages
per view on site by 10% (sometimes
known as stickiness)

Increase number of customers actively
using online services (at least once per
month) to 30%.

Grow email coverage to 50% of
current customer database

Survey 1,000 customers online each
month

Increase visitors to community site
section or increase ratings/reviews and
discussions by 5%.

Generate 10% more sales for same
communications budget

Reduce cost of direct marketing by
15% through email

Increase web self-service to 40% of all
service enquiries and reduce overall
cost-to-serve by 10%.

Add two new significant enhancements
to the customer online experience
Rework online value proposition
messaging

Improve branding metrics such

as: brand awareness, reach, brand
favourability and purchase intent.
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Ultralase grow visits and sales through clearly defined objectives

Ultralase (www.ultralase.com, Figure 1.8), is a company offering laser eye treatment — a
high-value consumer service. Their market is characterized by intense competition with
other suppliers such as Optimax, Optical Express and Accuvision. Before developing a
digital strategy, Ultralase had relatively low brand awareness and was struggling with a
long sales cycle and relatively uninformed customers. The main communications disci-
plines used were:

Press
Direct mail
PR

Brochures.

Their web site integrates with these offline channels and shows how the 5Ss can be
applied as objectives which inform site features and communications:

Sell. A prominent call to action ‘above-the-fold’ of the site encourages permission
marketing with an offer of a DVD which is still relevant for a high-involvement deci-
sion and is aimed to ultimately lead to a consultation.

Serve. Service quality is shown by records of customer treatment on a separate
domain (http://thegiftofsight.com). Service is delivered by specially formulated fre-
quently asked questions (FAQs).

Speak. The site highlights three key user tasks responding to consumer concerns; i.e.
quality, cost and booking a consultation.

Save. Ultralase have invested in online media such as search marketing and PR which
can be more cost-effective than offline media to drive awareness when prospects
are looking for this service. The content on the site also reduces the need for more
expensive brochures in mailings.

Sizzle. The site features patients’ stories and makes surgeons more accessible. Key
messages are delivered through a high-impact carousel at the top of the page.

As we review the 5Ss, we will relate them to Ultralase.

Objectives

Organizations need to be clear about the objectives of digital marketing, so that the
appropriate resources can be directed at achieving these objectives. A useful framework for
developing objectives is the 5Ss of Sell, Serve, Speak, Save and Sizzle.
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Figure 1.8 Ultralase

Source: www.ultralase.com

1.7 Objective - sell — using the Internet as a sales tool

Just about anything can be sold online, the Internet has a greater impact on some indus-
tries than others, particularly packaged goods sold via retailers, education, entertainment and
advisory services — many of which can be digitized and delivered down the line.

Companies must be able to sell or transact online to meet these customers’ new online needs.
A key objective to set is the direct online revenue contribution for different products and different
markets. This defines the proportion of sales transactions completed online. For example, a
bank might try to achieve 15 per cent of its insurance sales online in the UK.

But remember that many other products and services are partly bought online. Shoppers
browse online, collecting information, prices and special offers before visiting stores and


http://www.ultralase.com

INTRODUCTION TO DIGITAL MARKETING 27

showrooms or picking up the phone to negotiate better deals. So mixed-mode or multichannel
selling is a must! Organizations have to support customers who want to be able to buy both
online and offline. Therefore it is essential to accommodate those who want to buy online and
those who just want to browse. For example, BMW find that approximately half of their test
drives are generated from their web site.

DIGITAL MARKETING INSIGHT

Understanding multichannel customer behaviour using ROPO

Some commentators have coined the term ROPO, standing for ‘Research Online
Purchase Offline’, although Research Offline Purchase Online is another behaviour
which can also be important as customers use their smartphones to scan online prices
in-store. Figure 1.9 gives a useful matrix for summarizing these behaviours. This study
reviewed the role of the Internet in the decision process for mobile and broadband
contracts involving the Vodafone web site and stores in Germany, based on a panel of
16,000 web users and questionnaires about their intent and purchase. For both of these
services, the contract was signed online by around a third of the audience. However, a
significant proportion signed the contract offline.

I

9% ). 31% online conversions: Todays
|  basis for online marketing

32% 59% of contracts: pure online
conversions plus ROPO contracts are
" more appropriate basis to reflect the
full value of online marketing
GfK
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9 Mobie Buyers/DSL buyers, internet popufation,  Pleese nate. Corsumiers with at leest ane 19 October 2010
research up to 12 weeks bifore purchase, -rigvﬂ_u_ld:newn!md_mr_xdrqmn

Figure 1.9 ROPO matrix showing main cross-channel customer behaviours
Source: Google (2010)
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‘Clicks-and-mortar’ organizations offer customers the reassurance of a real presence (build-
ing/mortar) along with the easy accessibility of the Internet. So another objective to set is
the indirect online revenue contribution — the proportion of sales that are influenced by digital
communications. Ultralase will have objectives for the number of leads generated from the
web site, either directly or by phone. A similar objective is the reach of the web site within its
target audience. Ultralase will be able to work back to assess the number and the cost of leads
generated by different channels, such as paid search and display advertising.

Tagging value events to assess the influence of a web site and digital channels on
sales

The key types of outcomes or ‘value events’ that will be useful for a business, such
as enquiries or sales on a site, should be defined. These value events are particularly
important for a business-to-business vendor, or a consumer brand with non-transactional
sites which don't sell products online. Pages on which these value events occur can be
tagged through web analytics systems. For example, the free tool Google Analytics
(www.google.com/analytics) allows you to set up ‘conversion goals’ by indicating which
page(s) are valuable, and you can then attribute a dollar value to each; e.g. US$1 for a
newsletter sign-up.

Typical value events include:

Sale (by tagging a sales confirmation page)

Lead (by tagging an enquiry or document download form)
Newsletter registration (tagged confirmation page)
Searches (tagging a search results page)

Product page views (tagging product pages)

Product document downloads (tagging document download pages).

Don't forget offline value events such as sales generated by phone numbers. You should
aim to track these through using unique phone numbers, perhaps for different parts of
the site.

Going back to the BMW example, why not take it to the next level and offer the web visitor
who wants a real test drive delivery of the vehicle for the weekend? Assuming that the visitor
is screened and fits the ideal profile and suitable insurance is taken out, wouldn’t this close
the sales cycle and accelerate mixed-mode selling?

The real crunch may come when businesses realize the power of the Internet’s potential for
distribution — extending the availability of many products and services without physically
having to display a product. Take EDF Energy’s London Eye, for example. The service could be
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extended and distributed to a much wider audience than London’s immediate tourist market.
Anyone around the world could log on to a live web cam (camera) and take the 30-minute
virtual ride to enjoy stunning views at night or by day. This service could be revenue gener-
ating while promoting tourism simultaneously. Equally, the Louvre, the Pyramids and many
more attractions can now extend their distribution of both the point of purchase (i.e. buying a
ticket) and the point of consumption (enjoy the view from your home). Sales and distribution
opportunities abound.

So online sales will continue to grow. But there are other additional benefits of, or objectives
for, digital marketing including serving, speaking, saving and sizzling. You can explore each
of these at your leisure.

There is a tendency, when setting online sales objectives, to use a low-risk approach of selling
existing products into existing markets. This is the market penetration approach shown in
Figure 1.10, which you may recognize as the Ansoff matrix — used by marketers for over
40 years to determine strategic priorities. We will see in later chapters that objectives should
also be set for selling new digital products into new markets as appropriate.

Market development strategies Diversification strategies
Use the Internet for targeting: Use the Internet to support:
ol ® New geographic markets e Diversification into related businesses
o
32 * New customer segments e Diversification into unrelated businesses
©
S ® Upstream integration (with suppliers)
2
§ * Downstream integration
(with intermediaries)
=
=]
3
o
o
- Market penetration strategies Product development strategies
>
fET; Use the Internet for: Use the Internet for:
» | ®Market share growth — compete * Adding value to existing products
© more effectively online . .
R * Developing digital products
g ® Customer loyalty improvement — migrate (new delivery/usage models)
o existing customers online and add value .
S | to existing products, services and brands 'Changmg.payment models .
3 (subscription, per use, bundling)
i | eCustomer value improvement — increase .
customer profitability by decreasing * Increasing product range
cost to serve and increase purchase or (especially e-retailers)
usage frequency and quantity

Existing products

New products

Product growth

Online opportunities for product and market innovation
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DIGITAL MARKETING EXCELLENCE

EasyJet sells

EasyJet was founded by Stelios Haji-loannou, the son of a Greek shipping tycoon,
who reputedly used to ‘hate the Internet’. In the mid-1990s, Haji-loannou reportedly
denounced the Internet as something ‘for nerds’ and swore that it wouldn’t do anything
for his business. However, he decided to experiment with a prototype site, and sat up
and took notice when sales started to flow from the site. Based on early successes,
easyJet decided to invest in the new channel and proactively convert customers to
using it. To help achieve this, they set an initial target of 30 per cent of seats by the
year 2000. By August 2000, the site accounted for 38 per cent of ticket sales and by
2001, for over 90 per cent of seats. By 2007, phone sales were down to just single digit
percentages, but significant enough for the phone channel to be retained. Of course,
this success is based on the relative ease of converting direct phone-sale customers to
online customers.

Objective - sell

The clearest benefit of digital marketing is the capability to sell from an online presence.
Although this may not be practical for all products, an online presence is still important in
supporting the buying decision leading to sales through traditional channels. You should use
your web analytics system to tag different types of value event web pages which indicate
that your goals are being achieved. An online presence also offers opportunities to sell into
new markets and reach particular segments.

Another digital marketing objective is serving or adding value. How can a web site help
customers improve their experience or add value to their experience? Take newspapers.
Newspapers can allow readers to create their own newspapers through personalization. They
are no longer constrained by publication times, but can be accessed at any time. Their readers
can set up alerts to be notified by email as soon as an event breaks.

Ultralase provides a range of information to serve its audience and answer their questions as
shown in Figure 1.8. This includes a suitability checker, an online forum, a Q&A service, an
information pack on a DVD and, of course, an appointment booker.

Another example: for customers who like their wines, the Marks & Spencer web site tests
its visitors’ knowledge of labels and grapes. And if, having chosen a wine, you’re unsure of
what to eat, Ragu’s web site offers free recipes (and encourages visitors to send the recipe to
a friend).
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If, after dinner, you’re not sure which toothpaste to use, visit the Mentadent web site where
visitors can get samples of toothpaste and free oral care advice. Visitors can even email ques-
tions to a resident dentist.

Social media give new and important customer service channels. Yet research has shown that
many companies ignore comments by customers made on their Facebook pages or through
the @ symbol in Twitter. Savvy companies like Dell review all negative and positive brand
mentions using social listening tool Radian6 and then respond accordingly. Others use spe-
cialist tools such as Get Satisfaction, Kampyle or UserVoice to get responses (see http://bit.
ly/smartlistening for examples).

DIGITAL MARKETING EXCELLENCE

Assessing online customer engagement

How effectively you serve and speak to your online audience is indicated by measures
of online customer engagement, an important concept we will refer to throughout
Digital Marketing Excellence. You should assess customer engagement both for web
site visitors and email subscribers and break it down by different online segments such
as different audience types and visitors referred from different sources such as search
engines or online ads.

You should assess online customer engagement using the checklist shown in Table 1.3.

Measures of online customer engagement

Engagement metric Engagement tactic

1 % of non-home page entry visits: Use run-of-site OVP messages:

Your home page isn't necessarily the
most important page on your site. People
might arrive on other pages so make sure
your messages are distributed throughout
the site.

Bounce rate:

The percentage of visitors who enter a
site or page and leave immediately.

Duration:

Duration on site, or better, pages per
visit.

Use promotional messages across the site that
explain the essence of your offer (not just on the
home page).

Use a run-of-site sign-up:

Place value-based messages and calls-to-action
prominently throughout your site. For example,
many retailers use pop-ups to encourage opt-in
with a discount offer on first purchase.

Use heatmaps or overlays to assess engagement:

Tools like Google Analytics show what people click
on and how soon. Helps you refine the clarity of
your messages and calls-to-action.
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(Continued)

Engagement metric

4 Marketing outcomes:

Assign values to outcomes/events and
use them to assess the success rate; e.g.
newsletter sign-up, 2 points; register CV,
5 points, etc.

5 Micro or step conversion rates:

Assess the effectiveness of your site and
drop-off at every stage of the customer
acquisition-to-conversion lifecycle.

6 Brand search-term strength:

Assess the number of people searching

on your brand name or URL through time

to assess how powerful your brand is in
attracting new and repeat visitors.

7 Email activity level:

Use email communication for on-going

engagement with customers. Check levels

of activity and response.

8 Define activity levels or hurdle rates (for

different activities):

Set metrics to review different types of
user activity; e.g. number of new users in

last 60 days, number of active or dormant

users, etc.
9 Emotional response:

Conduct benchmarking research with

users to assess their emotional responses

to aspects such as look and feel, design,
messaging, etc.

10 Outcomes:

Beyond the use of analytics tools, play
programmes to find out what people

think, including aspects such as relevance,

believability and likeability, etc.

Engagement tactic

Get your scent right:

Experiment with design or language variations in
hyperlinks and images to see what is attractive to
visitors. For example, Dell have menu options to

appeal to different sizes of business.

Interactive sales advisers:

Replicate the steps you would use in a physical sales
situation, considering types of questions asked,
etc., and tailor responses to visitors accordingly.
If a visitor dwells on a page offer for a long time
encourage them to enter a chat session.
Generate awareness:

This could be through above-the-line advertising
online or offline or sponsorships, for example,

to generate awareness. But previous visitors and
customers will also search on your brand if they
have had a favourable experience.

Refined touch strategy:

Develop a strategy that looks at message type,
triggers, outcomes required, the right medium for
messages and the right sequence, etc.

Personalize by activity or lifecycle of content in
web or email pods:

Offer users different messages depending on their
status; i.e. message for new visitors will differ from
message to regular, registered users.

Multivariate testing:

Test different permutations of buttons, messaging,
etc., to see what the highest uplift is.

Use secondary navigation to highlight next steps:

Use a combination of images and text for menus to
invite users to do something else on your site.
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Examples of excellent added value online can also be found in B2B markets. Companies like
FedEx, GE and Dell add value through their web sites all the time. They also build switching
costs as customers become more and more locked into their excellent services.

Take GE Power Systems — they have created a web-based tool called a ‘turbine optimizer’
which enables operators of any GE turbine to measure and improve their machine’s efficiency
by comparing its performance against any similar turbines anywhere in the world.

Dell adds value by integrating its web help system into a customer’s own Enterprise Resource
Planning (ERP) system as Dell Premier, a corporate B2B sub-brand. This means that when
a customer orders online from Dell, this triggers both Dell’s system and the customer’s own
system simultaneously, which in turn updates both systems as to orders, approvals, budgets,
stock, etc. This also makes switching suppliers more difficult.

Intel adds value by sharing relevant information with its customers. The company tracks its
stocks (inventories) second by second and makes this information available to its customers.
Customers return the favour with information about their own stocks.

A web site’s main purpose is to help customers (and other stakeholders such as suppliers and
distributors). The big question to ask is: ‘How can my web site help my customers? How can
I add extra value?’ The search for new ways to add value is continuous.

Added value, extra service, call it what you want, becomes part of the product or service. Web
sites can become part of a product or service. Do you agree?

Patricia Seybold on adding value to B2B services

Seybold (1999) defines eight success factors to achieve digital marketing. Two of these
refer to adding value and they still ring true today. She says:

‘Let customers help them selves.’ This ‘customer self-service’ can be enquiring about
delivery of a product or obtaining after-sales support.

‘Help customers do their jobs.” Give content about best practice to help profession-
als complete their day-to-day work and develop their professional careers.

DIGITAL MARKETING EXCELLENCE

EasyJet serves

When easyJet customers have a query, the easyJet contact strategy is to minimize
voice calls through providing carefully structured frequently asked questions (FAQs)
and email forms.
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Objective - serve

A web presence can be used to add value for customers at different stages of the buying
process, whether pre-sales, during the sale or post-sales support.

A web site and ‘outposts’ on social media and other partner sites are powerful new communi-
cations channels to increase awareness, build brand, shape customer opinion and communi-
cate special offers. While marketing investment to increase awareness used to focus on paid
media with additional PR activity, new categories of owned and earned media have become
more important.

Today’s main types of media are:

1 Paid media. Paid or bought media are media where there is investment to pay for visitors,
reach or conversions through search, display ad networks or affiliate marketing. Offline
traditional media like print and TV advertising and direct mail remain important, account-
ing for the majority of paid media spend.

2 Earned media. Traditionally, earned media has been the name given to publicity generated
through PR invested in targeting influencers to increase awareness about a brand. Earned
media also includes word of mouth that can be stimulated through viral and social media
marketing and includes conversations in social networks, blogs and other communities. It’s
useful to think of earned media as developed through different types of partners such as
publishers, bloggers and other influencers including customer advocates. Think of earned
media as different forms of conversations occurring both online and offline; these still all
require investment.

3 Owned media. This is media owned by the brand. Online, this includes a company’s own
web sites, blogs, mobile apps or their social presence on Facebook, LinkedIn, Google+,
Twitter or YouTube. Offline-owned media may include brochures or retail stores.

Many brands haven’t adjusted their way of thinking about speaking to their audience. Use
the framework shown in Figure 1.11 for reviewing the balance in companies in which you’re
involved.

The Digital Marketing Excellence box ‘EasyJet speaks — using the web as a PR tool’ (below)
illustrates some approaches. As well as speaking to customers, the Internet provides a tool
to listen to customers — to get closer to them. In the last 100 years, marketers have gotten
worse at knowing customers. Your web presence gives great opportunities to get feedback
from customers on your brand and communications using the tools we have listed at http://

bit.ly/smartlistening.
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ADVERTISING
Paid search
Display ads
Affiliate marketing
Digital signage

Atomization
of content Paid
into ads placements

DIGITAL PROPERTIES PARTNER NETWORKS
Web site(s) Publisher editorial
Blogs Influencer outreach
Mobile apps Word of mouth

Social presence Social networks

Atomization of

conversations
through shared
APIs and social widgets

Figure 1.11 Categories of media: paid, owned and earned

FROM OUTBOUND TO INBOUND MARKETING

Traditional media are predominantly push media where the marketing message is broadcast
from company to customer and other stakeholders. During this process, there is limited inter-
action with the customer, although interaction is encouraged in some cases, such as the
direct-response advert or mail-order campaign.

In digital media it is often the customer who initiates contact with a brand and who is seeking
information or an experience through visiting a web site or company outpost. In other words,
it is a pull mechanism where it is particularly important to have good visibility in search
engines when customers are entering search terms relevant to a company’s products or ser-
vices. Amongst marketing professionals this powerful new approach to marketing is now
commonly known as inbound marketing (Shah and Halligan, 2009). Inbound marketing is pow-
erful since advertising wastage is reduced. Content and search marketing can be used to
target prospects with a defined need - they are proactive and self-selecting. But this is a weak-
ness since marketers may have less control than in traditional communications where the
message is pushed out to a defined audience and can help generate awareness and demand.

HOW CONTENT MARKETING DRIVES CONVERSATIONS

Success in today’s permission marketing requires exceptional, compelling content. To empha-
size the importance of content marketing to gaining permission, encouraging sharing and
ongoing engagement through web sites and social media, the concepts of content marketing
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and content strategy have developed to describe best practice approaches. By content we refer
to the combination of static content forming web pages, but also dynamic rich media content
that encourages interaction. Videos, podcasts, user-generated content and interactive product
selectors should also be considered as content which should be refined to engage site visitors.

You can see the challenge that content strategy presents since there are so many different
types of content delivered in different forms to different places on different access platforms,
yet it is increasingly important to engage customers in social media. These elements of
content marketing need to be planned and managed:

1 Content engagement value. Which types of content will engage the audience - is it simple
product or services information, a guide to buying product(s), or a game to engage your
audience?

2 Content media. These include plain text, rich media such as Flash or Rich Internet appli-
cations or mobile apps, audio (podcasts) and hosted and streamed video. Even plain text
offers different format options, from HTML text to e-book formats and PDFs.

3 Content syndication. Content can be syndicated to different types of partner sites through
feeds, APIs, microformats or direct submission by email. Content can be embedded in sites
through widgets displaying information delivered by a feed.

4 Content participation. Effective content today is not simply delivered for static consumption;
it should enable commenting, ratings and reviews. These also need to be monitored and
managed both in the original location and where they are discussed elsewhere.

5 Content access platforms. These include different digital access platforms such as desktops
and laptops of different screen resolution and mobile devices. Paper is also a content access
platform for print media.

The infographic in Figure 1.12 shows an overall process for inbound marketing integrating
inbound and content marketing.

Using digital media channels to speak with your audiences on other sites

Online marketers have a fantastic range of communications tools that they can use to speak
to their audience when they are not on their site, and to encourage them to visit the site.
In Chapter 7, we review the six main options for traffic building (shown in Figure 7.2) and
discuss how to make the right media investment decisions. For now, we will just introduce
these key digital media channels.

1 Search engine marketing (SEM). Placing messages on a search engine, encouraging click-
through to a web site when the user types a specific keyword phrase. The two main disci-
plines are search engine optimization (SEO) to boost a company’s position in the natural
search listings and paid search marketing which uses sponsored ads, typically on a Pay Per
Click (PPC) basis.

Search marketing is great for targeting audiences at the moment of intent. It can help create
a level playing field where small companies can be listed alongside well-known brands to
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Figure 1.12 Inbound marketing
infographic
Source: First10 (2012)
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increase awareness of them and drive response. That’s if the small companies can get SEO
right or afford to compete in paid search marketing.

2 Online PR. Maximizing favourable mentions of your company, brands, products or web
sites on a range of third-party web sites such as media sites, social networks and blogs,
which are likely to be visited by your target audience.

Online PR, also described as influencer outreach or content distribution which is part of
content marketing, can offer a low-cost route to increase awareness of your brand. It can
also help attract visitors and increase backlinks to a site, which as we will see in Chapter 7,
is useful for SEO.
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3 Online partnerships. Creating and managing long-term arrangements to promote your online
services on third-party web site or email communications. Different forms of partnership
include link building, affiliate marketing, online sponsorship and co-branding.

Smart online marketers realize the value of partnerships in extending their reach into their
audiences via other sites.

4 Interactive advertising. Use of online display ads, such as banners, skyscrapers and rich media
ads, to achieve brand awareness and encourage clickthrough to a target site.

5 Opt-in email. Renting opt-in email lists, placing ads in third-party e-newsletters, making
deals with third parties for co-registration or co-branding of emails, or building your own
in-house email list and sending e-newsletters or email campaigns.

The main aim of email marketing for acquisition is to generate awareness of brands or
offerings or direct response to achieve registration or leads.

6 Social media marketing. Social media marketing can and should integrate with all of these
other communications approaches. Social media helps amplify a message through com-
ments and sharing of social networks, viral marketing or word-of-mouth marketing.

As we have said, your site also needs to speak with, not speak at, your audience. The database
behind the web site is a warehouse full of valuable information about customers and their
patterns of purchasing, responses to promotions and much more. Data mining the data ware-
house can reveal intriguing insights into buyer behaviour.

Combine the database with collaborative filtering (or rules such as ‘if buy product “A”, then
likely to want product “C”’) and the e-marketer has a very powerful weapon — the dynamic
dialogue about relevant products.

Speak to customers, monitor their purchases, suggest other relevant products and all in a
helpful, non-intrusive manner. If your local delicatessen remembers your name and asks if
you’d like to try some particular paté because they remember you bought a particular type of
cheese last time, then you welcome this dialogue. The same applies here, except that this can
be automated. This helps to create a dynamic dialogue with the customer.

EasyJet speaks — using the web as a PR tool

EasyJet is active in using the web as a PR tool. Here are some examples:

EasylJet jets were emblazoned with oversize ‘www.easyJet.com’ logos.

EasyJet ran a competition to guess the losses of rival airline Go and received 65,000
entries and also enhanced press coverage.

Owner Stelios Haji-loannou has a personal views page, ‘Message from Stelios'.

Standard press-release pages are regularly updated.
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Objective - speak

One of the many benefits of digital marketing is getting close to customers again — speaking
to them. You can explore the other benefits (selling, serving, saving and sizzling) now or later.

Another digital marketing objective is ‘saving’. This is what will catch the financial director’s
ear together with ‘sell’, since the two together increase profitability — saving money, time and
effort. Savings emerge in digital media channels, customer service, transactional costs and, of
course, print and distribution.

Good systems help customers to service themselves. This obviously saves money, and, if done
in a simple, speedy and efficient manner, increases customer satisfaction.

FedEx estimated that it saves between US$2 and US$5 when they service customers via
the web site rather than over the phone. This saves many millions of dollars per annum.
Similarly, Dell showed that it saved between US$5 and US$10 per customer which adds up
to many millions. Cisco saves hundreds of millions of dollars every year now through its web-
based customer services.

Other estimates suggest that there are huge savings in transactional costs when they are
completed online. For example, the cost of an over-the-counter transaction in a bank is over
US$1 compared to 1 cent when completed online.

Ultralase saves money in arange of ways - first by using the most cost-effective digital media chan-
nels such as affiliates and paid search which are Pay Per Performance media. Then it uses its site
to qualify visitors; since visitors can self-serve, that means fewer inbound phone calls to manage
and phone conversations can focus on the customers who need or prefer this type of service. It
also saves money through sending emails rather than post (remember right touching).

In addition to the efficiency gains of e-systems, many businesses negotiate better deals online
(from suppliers anywhere in the world). These businesses can also enjoy new economies of
scale from the higher purchasing power emerging from the new online purchasing alliances
like GM and Ford, mentioned in Section 1.3.

Other savings are found in print and distribution. Annual reports, sales literature, user
manuals and much more can be stored and distributed electronically — saving storage space,
paper, trees, fuel (transport) and, of course, money and time.

Some companies find other savings by using the Internet for cheaper phone calls. Other com-
panies find savings by soliciting cost-saving ideas from their employees, customers and even
general visitors to their web sites.

Other companies find that their web operations not only save money, but also generate extra
revenues through banner advertising. Busy sites attract traffic. Advertisers need audiences, so
some sites allow advertisers to advertise on their web sites, for a price.
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Introducing allowable Cost Per Acquisition (CPA)

Cost Per Acquisition (CPA) is crucial in controlling media and is often used to control the level
of bids. For example, to control online advertising or paid search marketing, it is vital that you
calculate and define a target or allowable cost per acquisition for different types of product.

Your actual CPA will be dependent on a combination of conversion rate and Cost Per Click.
Cost Per Acquisition (CPA) = (100/site conversion rate) X Cost Per Click

This can be simplified to:
Cost Per Acquisition (CPA) = Cost Per Click/conversion rate

For example, CPA is £40, with a CPC of £2 and a conversion rate of 5 per cent. To set target
goals for allowable CPA depends on the value delivered by the customer acquisition across
their lifetime; i.e. we also need to factor in the revenue generated from an individual product
sale, total basket size or predicted lifetime value, typically over a five-year period.

A final note on CPA is that you need to take into account telephone sales influenced by the
web site and the contribution that the media channel makes to developing brand awareness,
familiarity and favourability. For example, display advertising may not be justified in terms
of CPA alone, but it may support sales through other digital channels such as paid search.

DIGITAL MARKETING EXCELLENCE

EasyJet saves on call-centre expansion

The Internet is important to easylJet since it helps to reduce running costs, important
for a company where each passenger generates a small profit. Part of the decision to
increase the use of the Internet for sales was to save on the building of a £10 million
contact centre which would have been necessary to sustain sales growth if the Internet
was not used as a sales channel.

As an example, a 1999 sales promotion offered 50,000 seats to readers of The Times.
The scalability of the Internet helped to deal with demand since everyone was directed
to the web site rather than the company needing to employ an extra 250 telephone
operators.

Objective - save

So digital marketing saves money in many different ways. Of all the benefits of digital market-
ing (selling, serving, speaking, saving and sizzling), saving is the one that will help to present
any business case, as the financial fraternity relate to savings very quickly. The other benefits
of digital marketing (selling, serving, speaking and sizzling) will strengthen your business case.
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The Internet offers new opportunities to build and strengthen the brand - to add some ‘sizzle’
to the brand. To add extra value (or ‘added value’), extend the experience and enhance the
image. Ask yourself, “What experience could a web site deliver that would be truly unique
and representative of the brand?” A newspaper that allows you to build your own newspaper
and have it delivered electronically as an app; or a car manufacturer that allows you to build
your own car; or a camera company that allows you to learn how to use its cameras by sim-
ulating taking photographs with different settings and allowing you to compare and contrast
the results (and also gives you tips on how to maintain your camera and protect your films
and photos, and invites you to send your best photos in to a competition). A travel company
that gives you a ‘virtual friend’ - after you tell them what your interests are (via an online
questionnaire), the ‘friend’ suggests ideas for things you would like to do in the cities you
choose to explore. Cosmetics companies offer online games, screensavers, viral emails, video
clips and soundtracks to enhance the online brand experience. This extra sizzle can enhance
the brand in a way that can only be done online.

Drinks brand Bacardi (www.bacardi.com) sizzles online by maintaining the club scene atmos-
phere with their OVP including a pulsating beat, BAT radio, video clips and cocktail recipes,
although delivered through a Flash rich media application — search engine optimization
doesn’t matter too much to them since the brand is so strong!

Brands are important as they build trust, recognition and, believe it or not, relationships
between the buyer and the supplier. Sometimes brand imagery and perceptions is the only
real differentiator between products.

The brand is affected by both reality and perception: the reality of the actual experience enjoyed
(or suffered) when using the brand; the perception, or image, associated with the particular
product. In addition to the real experience, these perceptions are built through advertis-
ing, sales promotions, direct mail, editorial exposure (PR), exhibitions, telesales, packaging,
point of sale, web sites and the most potent communications tool, word of mouth.

All of these communications tools work both online and offline; for example, banner ads, incen-
tives, offers and promotions. Opt-in email remains a powerful tool for customer communications.

And packaging and point of sale are still required in the online world as some sites recreate
the shopping mall experience. As the visitor selects stores and aisles, packaging and point-of-
sale skills are still required.

These all contribute to the brand, as does the experience - the quality of the experience, both
online and offline. Remember that sloppy web sites damage the brand. Slow email responses
damage the brand. Non-responses can kill it.

There is no doubt that digital marketing can help to build the brand. Many analysts see
digital marketing as a way to build both the brand image and the overall company value — yet
another benefit of digital marketing. You can see the other benefits or objectives of digital
marketing — adding value, getting closer to customers, selling and saving, whenever you need
to build your business case.
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Ultralase (see Figure 1.8 above) has worked hard at developing its content and online services
so that it now offers much more than a brochure site, with detailed technical information, a
forum and a Q&A service.

Objective - sizzle

Objectives should also consider how to enhance a brand by adding value online. This can
include adding to the experience of the brand through interactive facilities. Protecting the
brand through achieving trust about security and confidentiality is also important.

Strategy summarizes how you achieve your objectives. Strategy is influenced by both the
prioritization of objectives (Sell, Serve, Speak, Save and Sizzle) and, of course, the amount of
resources available.

You should think of digital marketing strategy as a channel strategy where electronic channels
and digital media support other communications and distribution channels. It requires clear
prioritization as to how the channel should be used. Your digital marketing strategy should
identify target markets, positioning, OVE the choice of mix of digital media channels
to acquire new customers, and contact strategies to welcome and develop existing customers.

Digital channel strategies are most effective when they are creating differential value for all
parties to a transaction compared to other channels. But digital channels do not exist in iso-
lation, so we still need to manage channel integration and acknowledge that the adoption of
e-channels will not be appropriate for all products or services or generate sufficient value for
all partners.

Key elements of an e-channel strategy, which we explore in more detail in Chapter10, are:

1 It delivers against the goals that we have set through the 5Ss.

2 It defines and communicates the specific benefits as to why customers should use the
e-channel, which we refer to throughout this book as the online value proposition (OVP). For
B2B office supplier Euroffice (see Figure 1.6 above), the OVP centres on the next-day deliv-
ery, price guarantee and the rewards programme which are promoted prominently on their
site. For Ultralase (see Figure 1.8 above), the OVP is the services and content available to
help visitors decide on the best treatment and supplier.

3 It prioritizes audiences for whom e-channel adoption is most appropriate. Online services
will not be equally effective for all customer segments, so decide which you will target.
Ultralase needs to serve both fast customer leads where customers decide to enquire
relatively quickly, and more considered leads where the customer does a lot of research
before deciding to ask for further information.
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4 It prioritizes products sold or purchased through the e-channel. Some will be more appro-
priate than others.

5 It specifies the mix of digital media channels used to acquire new customers and bal-
ances this against targets of sales revenues and profitability. This will be constrained by
the objective of cost of customer acquisition. So, e-channel strategy guides the choice of
target markets, positioning and propositions, which in turn guide the optimum marketing
mix, sequence of e-tools (such as web sites, opt-in email, e-sponsorship, viral marketing),
service level and evolutionary stage.

E-strategy also affects the traditional marketing mix as the product can be extended online, the
place of purchase can be expanded, not to mention web price transparency, online promotions
and the people who service the web site enquiries, the automated processes and the importance
of having a professional presence or physical evidence. The remix required for digital marketing
is examined in Chapter 2.

LINKING STRATEGY TO OBJECTIVES

One essential part of e-strategy is the development of the dynamic dialogue and the even-
tual full use of the integrated database potential. Regardless of how the customer comes
into contact, they must be dealt with as a recognizable individual with unique preferences.
The fully integrated database is essential so that the customer’s name, address and previous
orders are recalled and used appropriately in email sequences and with web personalization.
This requires careful planning, as described in Chapter 8.

So, to summarize, the components of e-strategy include:

Crystal-clear objectives (what you want to achieve online)
Target markets, positioning and propositions

Optimum mix of tactical e-tools (web site, banner ads, etc.)

Online marketing mix (particularly service levels)

)
°

)

® Evolutionary stage (what stage you want to be at)
°

® Dynamic dialogue (ongoing with the customer)

)

Integrated database (recognize and remember each customer whether via web or tele-
phone).

This is just a brief glimpse at digital marketing strategy. It is examined in more depth in
Chapter 10.

SECTION SUMMARY 1.12

Introduction to digital strategy objectives

Digital strategy must define a company’s approach to achieving its digital marketing objec-
tives. It should include the range of tactical digital tools and a revised marketing mix.
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Tactics are the details of strategy. Tactical digital tools include the web site landing pages,
opt-in email incentives for inbound marketing, digital media channels such as paid search and
programmatic advertising and sponsorship. Tactics require an understanding of what each
digital marketing tool can and cannot do. Tactics may also involve where and how each tool is
physically used, whether with a desktop or mobile landing page or via social media.

Each one is a mini project requiring careful planning and good project management skills
combined with tactical ‘nous’ and creativity: What happens when the server goes down or a
virus comes to town?

To help keep your tactics focused on customer-centric content marketing, we recommend the
RACE Planning framework (Figure 1.13) as a way to reach and engage customers to meet
business objectives. RACE Planning stands for:

® Step 1 Plan. It’s all too easy to build a basic web site or a presence on a social network
without a strategy, without thinking about how it will support your goals to build your
brand. Planning involves working through the tried and trusted marketing fundamentals
of customer research, segmentation, positioning and development of value propositions.

® Step 2 Reach. Reach means building awareness of a brand, its products and services on other
web sites and in offline media in order to build traffic by driving visits to different web
presences like your main site, microsites or social media sites.

® Step 3 Act. Act is about persuading site visitors or prospects to take the next step on their
journey when they initially reach your site or social network presence. It may mean finding
out more about a company or its products, searching to find a product or reading a blog
post. It’s about engaging the audience through relevant, compelling content and clear nav-
igation pathways so that they don’t hit the back button. The bounce rates on many sites are
greater than 50 per cent, so getting the audience to act or participate is a major challenge,
which is why we have identified it separately.

® Step 4 Convert. Conversion is where the visitor commits to forming a relationship which
will generate commercial value for the business. It’s about delivering on marketing goals
such as leads or sales on web presences online and offline.

® Step 5 Engage. Here we’re building deeper customer relationships through time in order
to achieve retention goals. Encouraging advocacy or recommendations through word of
mouth is a key part of engagement.

But how do you know if it’s going well? Performance is measured against the detailed targets.
Time has to be made for a regular review of what’s working and what’s not. Good marketers
have control over their destinies. They do not leave it to chance and hope for the best. They
reduce risk by finding what works and what doesn’t — so that e-tactics, or even the e-strategy
can be changed if necessary.

Real marketers also want constantly to improve. Which tools are giving the best return on
investment? Why? Other control mechanisms include measuring the number of hits, the
number of unique visitors, the number of conversions (visitors that purchase or subscribe)
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The Smart Insights RACE Planning System for
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Figure 1.13 Using the Smart Insights RACE Planning framework to link business objectives to digital
marketing tactics
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and the churn rate (the number of people who ask to be taken off the subscription list or
database).

Some companies ask managers to present ‘Learnings’ alongside their actual performance.
‘Learnings’ means anything they have learned from the marketplace during the last period.
This forces a culture of constant improvement.

Finally, control also includes competitive intelligence, monitoring your competitors — what
they’re doing; what they’re repeating; what works for them; what they’re stopping.

Good marketers also have contingency plans or practise risk management. What happens
if plan A’ doesn’t work? What happens if the competition cuts prices? Or worse still, what
happens if the server goes down and your network crashes? Do you have a second server?
Good marketers think things through.

Whither digital analytics?

Developing a good system of digital analytics (formerly web analytics) is vital for controlling your
digital communications. Using digital analytics means applying tools like Google Analytics to
help you check whether your objectives are being achieved; it should also be used for ongoing
improvements. However, as we explain in Chapter 8, there are at least 30 categories of other
insights tools known today as MarTech tools which enable process and insight across the
whole customer lifecycle — these are shown in the visual at http://bit.ly/smartdigitaltools.

Digital analytics also provide tactical insights such as the opportunity of seeing what are the
most popular pages (i.e. what’s of interest to customers) and how long they spend on specific
pages. Comparing enquiries (visitors) to sales (customers) reveals conversion ratios. How
good are you at converting an enquiry into a sale or a sample? This ratio is important and
should be watched carefully. High traffic (visitors) and low sales give a low conversion ratio and
suggest that the web site needs to be improved, whereas low traffic and high sales give a high
conversion ratio which suggests that the web site design is fine, but perhaps more resources
need to be spent on generating traffic.

Web analytics, online feedback tools and questionnaires can work together. For example, the
analytics system can reveal items or pages that are not popular. The feedback tools show why
and what users are interested in. We’ll discuss this more in Chapter 7.

So to conclude: digital marketing will continue to grow despite the vast array of sloppy sites and
services. Winners will address these issues. Winners will plan strategically for both the evolu-
tionary stages and the specific digital marketing objectives: Sell, Serve, Speak, Save and Sizzle.

Tactics, action and control

Tactics are the details of strategy. Tactical e-tools include the web site, opt-in email, banner
ads, virtual exhibitions and sponsorship. Actions include project planning and implementa-
tion, while control involves assessing the results against objectives.
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SOSTAC® is a planning framework suitable for digital marketing and can be used for
developing all types of plans, including digital marketing plans. It stands for Situation
analysis, Objectives, Strategy, Tactics, Actions and Control.

The connected world connects businesses to consumers using an ever-increasing range of
platforms from smartphones to tablets to cars.

Digital marketers need to assess the particular relevance of B2C, B2B, C2B and C2C mar-
keting to their organization.

Digital marketing and e-commerce are a subset of digital business that involve the automa-
tion of all business processes. Digital marketing can assist in all elements of marketing —
providing new techniques to identify, anticipate and satisfy customer needs efficiently.

Sloppy digital marketing can arise from poorly defined objectives, lack of strategy or poor
execution. Risk assessment can minimize the risks of this occurring.

Clear objectives are required for digital marketing in order that resources can be directed
at achieving these objectives, and we can measure whether our targets are being achieved.

The first of the 5S objectives is ‘Sell’; using the Internet as an additional sales channel to
reach new and existing customers.

The second of the 5S objectives is ‘Serve’; using the Internet for customer service and
adding value. Value can be added using a range of techniques including 24/7 access to
support information and online tools.

The third of the 5S objectives is ‘Speak’; using the Internet as a communications tool for
inbound, outbound and social communications integrated with other media. Developing
a content marketing strategy is essential to fuel your inbound marketing.

10 The fourth of the 5S objectives is ‘Save’; using the Internet to increase efficiency and so

11

reduce costs.

The fifth of the 5S objectives is ‘Sizzle’; using the Internet as a brand-building tool, by
increasing brand awareness and enabling interaction with the brand. Your sizzle is com-
municated through your online value propositions (OVPs).

12 E-strategy entails defining approaches to achieve digital marketing objectives using a

13

range of tactical e-tools and a revised marketing mix.

Tactics are the details of strategy. Tactical e-tools include the web site, opt-in email,
banner ads, virtual exhibitions and sponsorship. The Smart Insights RACE Planning
framework ensures that tactics are focused on business goals from Planning your
strategy, Reaching your audience, encouraging them to Act and Convert, and ongoing
Engagement and advocacy.

Chaffey, D. and Ellis-Chadwick, F. (2015) Digital Marketing: Strategy, Implementation and

Practice, 6th edition. Financial Times/Prentice Hall, Harlow.
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Page http://bit.ly/smartsources is updated regularly to show the most useful sources for consumer and
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business adoption of digital devices.

Summarize each element of the SOSTAC® framework.
Describe how customers and companies are becoming interconnected.
Assess the potential for B2C, B2B, C2B and C2C interactions via your online presence.

Devise a diagram outlining the difference between e-business, digital marketing and
e-commerce.

List your experiences of sloppy digital marketing.

Describe the need for objectives and the characteristics of suitable objectives.

Outline ‘Sell’ digital marketing objectives for your organization.

Outline ‘Serve’ digital marketing objectives for your organization.

Outline ‘Speak’ digital marketing objectives for your organization.

Outline ‘Save’ digital marketing objectives for your organization.

Outline ‘Sizzle’ digital marketing objectives for your organization.

Summarize e-strategies to achieve the objectives you have described in Questions 7 to 11.

Summarize the main tactical e-tools used by your organization in the context of the RACE
Planning framework for the customer lifecycle and the concepts of content and inbound
marketing.
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Chapter

Remix

A marketer is like a chef in a kitchen . . . a mixer of ingredients.

Bartels (1963)
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OVERVIEW

The digital world affects every aspect of business, every aspect of marketing and every aspect
of the marketing mix. Some argue that physical distribution, selling and pricing absorb the
biggest impact. In fact, all the elements of the marketing mix are affected by this new world.
This chapter shows you exactly how to evaluate the options for varying your organization’s
marketing mix.

OVERALL LEARNING OUTCOME

By the end of this chapter, you will be able to:

® Understand the online implications of each element of the marketing mix
® Extend each element of the offline mix into the online world

® Begin to plan each element of the mix in an integrated online world.

CHAPTER TOPIC LEARNING OUTCOME

2.1 Introduction Identify the different elements of the marketing mix and
where they fit into the e-marketing plan

2.2 What is the marketing mix? Appreciate the many different approaches to the
marketing mix

2.3 Beyond the mix Identify the marketing skills required to take you beyond
the mix

2.4 The mix is morphing Assess the full potential of extending any product online

2.5 Product The mix is morphing, particularly when social media
merges product, place and promotions

2.6 Price Review your pricing and consider some dynamic pricing
models

2.7 Place Identify the online distribution issues and challenges

2.8 Promotion Discuss the problems and opportunities of the online

communications mix

2.9 People Analyze why online service requires a delicate balance of
people and automation

2.10 Physical evidence Identify the digital components that give ‘evidence’ to
customers and check that your web site has them

2.11 Process List the components of process and understand the need
to integrate them into a system

2.12 An extra ‘P’ — partnerships  So much of marketing today is based on strategic
partnerships, marketing marriages and alliances that
we have added this ‘P’ in as a vital ingredient in the
marketing mix
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The marketing mix is a well-established conceptual framework that helps marketers to plan their
approach to each market. At worst, it provides a checklist of decisions which marketers must
make. At best, marketers integrate, or mix, these decisions together and allocate their resources
accordingly. In this chapter we examine how the mix applies today. Digital developments affect
every aspect of business, every aspect of marketing including the marketing mix. So do we have
to throw out the old marketing mix or can it still be applied? Is a radical remix needed?

Some marketers feel that the traditional version of the mix is outdated. There are others who
feel it still provides a useful starting point. Some argue that physical distribution, selling and
pricing absorb the biggest impact from the Internet. However, the potential added value from
digital is unlimited, if you think creatively (we’ll explore examples later). In fact, all the ele-
ments of the mix are affected by digital.

The digital marketing mix is changing as products become services, services become
customer-driven, and customers create communities that extend the brand into new online
experiences. It’s a new type of mix. While ‘people’, or staff, used to do all the customer
service, now there are ‘new people’ (customers), who help each other in creating new cus-
tomer experiences. These ‘new people’ are customers who help to generate new products,
new promotional materials (including advertisements, reviews and ratings) and new cus-
tomer services such as ‘ask and answer services’.

Although an extra element of the mix is suggested at the end of the chapter, this chapter
does not seek to create a new mix, but examines how the old mix naturally integrates into
the fast-changing digital environment. Figure 2.1 (below) summarizes the main elements of
the marketing mix and key issues of how the mix is changed in the digital environments that
are explored in this chapter.

The overall balance of the marketing mix is strategic while the details of the mix are tactical.
For example, deciding whether to discount prices and expand distribution into mass markets
is strategic. Tactical details include the pricing structures and prioritization of distribution
options such as mass market retailers, wholesalers or direct to consumer.

Of course, a balanced mix itself is not enough to ensure success. Too many clever start-up
companies and many existing companies do not have all of the facets required to run a busi-
ness. To ensure that a business (or even just the new online aspects of a business) actually
works (for the customer), you need to ensure first that there is a market, and second that
you can supply it; i.e. that the basic business is fit for purpose and that the appropriate tech-
nology, product/service design, production process and marketing process, sales process,
delivery process, cash-flow process and after-sales support process are all in place along with
the 3Ms resources — men (and women — the human resource), money (budgets) and minutes
(time) - required to service it. All of this must be 100 per cent in place at the same time,
because if any single element fails, then so too, the whole thing fails.

Customers don’t care about an organization’s facets or internal processes; they just want
the right product/service to be available to them at the right time, in the right place and at
the right price; i.e. a nicely balanced marketing mix. However, since the 4Ps (see Section 2.2
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The 7Ps of the classic marketing mix

below) help the marketing of products, an extra three ‘Ps’ were required to help market
services. And since almost all products are becoming services (as more added value services
are added online), we need to add the remaining three service Ps, which include people, pro-
cesses and physical evidence.

Customer Insight / Brand = Mix = Most Valuable Asset
Brand = the Marketing Mix.

Brand = CX (Customer Experience) = everything a customer experiences which,
in turn, comes from all of the marketing mix.

Your brand is your most valuable asset. Brands are worth 90%+ of a business (it used to be
only 20% in 1975).

Decades ago, a company’s market value was nearly equivalent to its tangible assets —
buildings, machinery, materials, financial capital, and so on . .. In 1975 intangible
assets were just 17% of the market value of the S&P 500. But today those proportions
are flipped: intangible assets now make up 84% of the market value of the S&P 500.

(Winston, 2015)
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SECTION SUMMARY 2.1

Introduction to remix

The marketing mix is a well-established conceptual framework that helps marketers to structure
their approach to each market. It should be re-examined and reapplied for the digital world.

2.2 What is the marketing mix?

The marketing mix rose to prominence in the early 1960s, although it was first referred to
in 1949 at an American Marketing Association conference. Around the start of the 1960s,
Canadian Jerome McCarthy (1960) coined the term the ‘4Ps’: Product, Price, Place, Promotion.
The four Ps are controllable variables which, when planned and carefully mixed together in
the right way, satisfy customers. In 1963, Robert Bartels said: ‘A marketer is like a chef in a
kitchen . . . a mixer of ingredients’.

So what are the ingredients that marketers need to mix together to satisfy customer needs?
Some of the controllable factors include: product quality, product availability, product image,
product price and service.

Since that time many have argued that the 4Ps worked for products rather than services.
American academics Booms and Bitner then developed the 7Ps, sometimes known as the
service mix (Booms and Bitner, 1981). They considered that the extra Ps — People, Processes
and Physical evidence — were crucial in the delivery of services. People create and deliver a
service — if they aren’t happy, the service falls apart. Processes are even more important as the
process of production is not behind closed doors (as in the case of products), but open for all
to see. In addition, crystal-clear processes have proven themselves critical in the successful
use of social media. Finally, when buying intangible services, many customers rely on cues
given from tangible, or physical, evidence (such as uniforms, badges and buildings).

CHANGING THE MIX

Some feel that for a more interactive digital marketing approach, Peppers and Rogers’s 5Is
(1997) should replace the 7Ps:

Identification — customer specifics
Individualization — tailored for lifetime purchases
Interaction — dialogue to learn about customers’ needs

Integration — of knowledge of customers into all parts of the company

Integrity — developing trust through non-intrusive marketing such as permission marketing.

The 5Is do not supplant the 7Ps, but rather are complementary to them since the 5Is define
the process needed, whereas the 7Ps are the variables that the marketer controls.

Because of its origins in the 1960s, the marketing mix suggests a push marketing which does
not explicitly acknowledge the needs of customers. Consequently, some marketing analysts
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feel that the marketing mix can lead to a product orientation rather than a customer orienta-
tion. To mitigate this effect, Lautenborn (1990) suggested the 4Cs framework, which consid-
ers the 4Ps from a customer perspective. In brief, the 4Cs are:

® Customer needs and wants (which the product satisfies)
® Cost to the customer (price)

® Convenience (availability/place)

°

Communication (promotion).

Subsequently, Rothery (2008) developed the 4Es framework.

® Experience — means a product is an experience (including online experience)
® Every place — means place or distribution should be everywhere the customer wants it
® Exchange — means price (as money or credit is exchanged for product or services)

® Evangelism — promotion becomes evangelism.

Frenchman Albert Frey (1961) tried to simplify the mix and cluster it all into two simple
groups:

® The offering (product, packaging, service and brand)

® The methods/tools (distribution channels, personal selling, advertising and sales promotion).

Regardless of the approach to the mix, the same principle applies — stick close to customers;
listen to them using social media or formalized marketing research to learn what they need;
and supply it better than the competition by mixing the right mix.

Marketers mix the mix in different ways, sometimes with astonishing degrees of success. The
mix can be mixed in different ways to satisfy different segments.

Should more be spent on distribution systems (systems, stock, delivery vehicles) and less on
advertising? Or perhaps prices should be reduced to generate more demand (which requires
more stock)? Or would a price reduction damage the brand positioning? Should ‘people’ or
service staff be increased, whether in the stores, in deliveries, over the phone or on social
media? There is an endless array of possible ways to mix the mix. One key point to remem-
ber, however, is that the mix is tactical. Marketing-mix decisions should only be made after
marketing strategy has, first, been agreed. Strategy includes the ‘positioning’ (how a brand
should be seen or perceived or positioned in the mind of a customer). Strategy also includes
defining which segments are going to be targeted. Segmentation, targeting and positioning
are the three major components of strategy (see Chapter 10 on digital planning).

With the increased price transparency made possible through price comparison sites, it can
be difficult to compete online as a trusted brand differentiating on premium service quality
alone. Some online shoppers do not remain loyal to a favourite brand if a competitor is
running a special offer.
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This type of purchasing seems to start with the product and then selection of a supplier on
price, but with a preference for known brands where there is a higher level of trust. Many
sites now start with reviews of products, with alternative listings of suppliers listed by price.
For example, Reevoo (www.reevoo.com, Figure 2.2) rates products according to individuals’
opinions. Of course, customers buy in a variety of different ways or journeys (see Chapter 3
on digital models for more detail).

Online shopping comparison site Bizrate (see Figure 2.3) has a different approach, with more
in-depth ratings by consumers of online stores, based on a broad range of variables from:
‘ease of ordering; product selection; product info; price; web site quality; on-time delivery;
product representation; customer support; privacy policies and shipping and handling’. The
trick is knowing which variables are most important for the ideal customer. You need to know
what your targeted ‘ideal’ customers base their decisions on: is it best price, best quality, best
delivery, service, best image, best environment?

Today’s customer communities give feedback and reviews which other consumers find
trustworthy.

reavooY Search for a product Search Join | [keging]

| Digital Cameras Laplops Mobile Phanes Tablel PCe Tvs Washing Machines Mare products »

Reviews you can trust.

No fakes and no censorship.
We promise.

Whenever you see our brand you know you're looking at genuine consumer
opinions you can trust. Find out more about Reevoo's consumer manifesto

Popular products
Apple IPad 2 (WiF), 16GB) Samsung Galaxy 5 II Canon EOS 11000 / Rebel T3 Samsung RC520-S02UK
S " 8 a* With 18-55MM Lens B 2%
et 10 sl 19 8“‘3\. wa ot 10
Resd 2011 reviews wad 2218 reviews mast iy Read 10 reviews
8 Aadtond Bas Fend 118 reviews 15
from £361 Windows 7 Home Premums
B Adidto My List 12 2 MP (Megapicels
B Addto My List from £338 B Addto My List
B Add to My List
Ton nroduets TN -

Figure 2.2 Reevoo consumer product rating site

Source: www.reevoo.com
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Source: www.Bizrate.co.uk

Sometimes tough decisions mean chopping and changing the mix. For example, faster and
wider distribution might require more money to be invested in stock and delivery vehicles
and less money spent on advertising.

What is the marketing mix?

Marketing touches every part of the corporation. One way of structuring, or categorizing,
the set of decision variables is the marketing mix. There are several different approaches
already mentioned. However, we will use the 7Ps:

Product

°

® Price

® Place

® Promotion
°

People
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® Physical evidence
® Processes

® Plus a new ‘P’ — Partnerships.

We will explore each of these ‘P’s’ later in this chapter.

Marketers today need more skills than just managing the marketing mix in isolation. By the
end of this section, you will know what skills you need. You will also see how everything is
integrated. Although the mix provides a useful framework for marketers, strategy (e.g. deter-
mining your positioning and selecting which segments to target) also needs to be considered.
Decisions on the mix are not made until the marketing strategy has first clearly defined the
target markets and brand positioning.

In our discussion of the online value proposition, we add specific issues that are important
online, such as the quality of content, delivery of personalized messages and participation in
social networks. In Chapter 4, we explain how, from a customer-centric point of view, you
should review your digital activities against the Cs of Content, Customization, Community
(and participation), Convenience, Choice and Cost reduction.

Marketers also need to know how to manage alliances (partnerships and marketing mar-
riages), databases and how to build customer relationships that nurture lifetime customers who
might give you more ‘share of wallet’ (this means customers spend more with you on additional
products or services from your product range or from your list of approved supplier partners).

Everything today is about relationships. The choice of mix should help to grow relationships:

® Relationship marketing means keeping customers happy for life.
® Strategic alliances and partnerships are all about relationships.

® Supply chain management is increasingly built on relationships — sharing data and systems
and budgets.

® If the trends towards consolidation (customers choosing fewer suppliers) and commoditiza-
tion (competition producing similar products) continue, then much business will be won
and lost depending on the relationship between buyer and supplier.

Marketers have to understand relationships and how to make them work — whether online or
offline — with customers and suppliers.

As we will see in Chapter 8 on customer relations management (CRM), relationships
blossom when important things are, first, remembered (like your name and preferences)
and, second, acted upon (such as your birthday or wedding anniversary). As organizations
become accessible 24/7/365 through a wide range of devices and people, an integrated data-
base can help you remember names, needs, events and a lot more (in both B2C and B2B
markets).
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Segmentation and positioning according to Professor Peter Doyle

Doyle on segmentation: ‘Segmentation is the key to marketing. If there is one golden
rule for upcoming marketers, then it is segmentation. Why? For two reasons. First,
people are heterogeneous. Different customers want different things. So to satisfy cus-
tomers, you have to provide different solutions for different customers. The second
reason is that people are prepared to pay different prices.’

Doyle on positioning: ‘Positioning is central to marketing strategy. Positioning refers to
how a brand is perceived in the minds of a target group of customers. Positioning is the
encapsulation of two key concepts. The first is the target market — what is your choice
of segment? Second — what will make the customer prefer your product to competi-
tors'? How can we achieve a differential advantage?’

(Smith, 2002)

Beyond the mix

Before choosing the marketing mix, marketing strategy first determines target markets and
required brand positioning. Then excellent marketers think beyond the short-term mix and
think ‘long term’. This means choosing a mix that nurtures ‘lifetime customers’ and grows
share of wallet. Ask how each marketing-mix decision affects customer relations. Relationship
marketing permeates all the decisions that marketing managers have to make about the mix.
Excellent marketers have database skills, partnership skills and relationship skills built into all
their decisions regarding the marketing mix.

By the end of this section, you will understand how the digital world brings several Ps (i.e.
product, promotion and place) together, particularly when considering apps and widgets.

Social media has changed everything. Generating conversations on social media platforms
enhances the product experience (product), promotes the brand (promotions), and spreads
the accessibility of a brand (place) and is totally dependent on well-trained teams (people)
who are given crystal-clear systems and processes (processes).

Social media has deepened the impact of digital media. This has not gone unnoticed by the
world’s best marketers such as Unilever, which moved its digital marketing budget out of the
media mix (promotion) and into the marketing mix (product and promotions) when it real-
ized that social media content and dialogue also impacted on the product experience.

The search for added value (improved product experiences) is now relentless, whether
through new product features, or more likely through enhanced online experiences via new
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features available from iPhone apps and widgets (more on this later). Apps are part of the
product, the promotion and the place.

APPS AND WIDGETS MERGE PLACE, PRODUCT AND PROMOTION

Apps and widgets improve the customer experience (product), delivering the experience
wherever you are (place), and all of this simultaneously promotes the product (promotion).
Widgets can be built (commissioned by a brand), bought (from another widget creator) or
borrowed (often for free) from places like Google gadgets, which enables individuals to per-
sonalize their home page with content from brands they like. Widgets are embedded into a
web site so that visitors enjoy added-value functions. Widget creators often encourage web
sites to embed their widget in as many web sites as possible (as it contains a link back to the
widget owner’s web site). There are widgets for everything from news feeds, to sports feeds
to fun and games to weather forecasts and great quotations. Creative brands can develop or
sponsor these across a range of platforms from desktop (PC and Mac apps), browser (e.g.
Google Chrome apps and web services) to mobile apps.

As more and more online customers access online experiences (shopping, information,
entertainment) via mobile (as opposed to PC), marketers enjoy additional options to help
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Figure 2.4 Apple apps

Source: www.apple.com/itunes
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customers. They can optimize the web site for mobile phone access (more later, see Chapter 10
on customer experience (CX)) and/or develop mobile apps (see Figure 2.4) which both add
value by bringing new experiences to people and spread the brand far and wide.

Adding value through apps

Creative apps must also add value, be user friendly, available across different
platforms — especially Android, iOS and Windows mobile — and be maintained as plat-
forms are upgraded. Here are a few examples: the Burger King app shows the nearest
branch, and lets the user choose, order and select a pick-up time. The lkea app drops
furniture photos from a catalogue into a photograph of your living room so you can
see what it looks like in your room before you buy. Orange’s GlastoNav app showed
users who was on which stage at Glastonbury and provided directions to the various
stages and tents amidst the massive, sprawling mass of the festival site. Nike’s joint
venture with Apple's iPod enabled joggers to access a jogging community web site,
log their runs and connect with and compare to other joggers by using their iPods (or
their iPhones) and a Nike+ branded transmitter (that fits into some specially designed
Nike shoes or can be attached to shoes).

The Virtual Zippo® Lighter app (Figure 2.5) allows customers to hold up a flickering
burning lighter flame before a concert starts without burning their hands. It has 10 million
fans despite its 17,000 ratings generating an average score of 3.9 (out of 5, i.e. 4 star).
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Gibson's guitar app includes a guitar tuner, a metronome and a chord chart, all of which
are extremely useful for any guitarist (see Figures 2.6, 2.7 and 2.8).

ol ATET 30
Chords
Open Chords

Am

A7

B7
C
C7

Gibson's free app helps guitarists; they can choose a tuning on the ‘Mode’ page
so the tuner will only track notes for that particular tuning

Source: www.gibson.com/en-us/lifestyle/features/gibson-guitar-app-0302/

il ATET 230 1:26 PM WSl ATET 3G 4:49 PM == . ATET 3G 1:26 PM -

Tuner Mode

Type

Chromatic

Simple

Tunings

All Notes
Standard: EADGBE

Open G: DGDGBD

Open D: DADF#AD

The Gibson app also features a standard metronome that allows users to choose
a specific BPM or tap the screen three times to automatically set the tempo. Other key
features of the app include over 30 chord charts with finger markings to help the user with
mastering the chord

Source: www.gibson.com/en-us/lifestyle/features/gibson-guitar-app-0302/
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The Gibson app also announces new products, artist activity, news stories,
interesting and factual features, exclusive contests and special events

Source: www.gibson.com/en-us/lifestyle/features/gibson-guitar-app-0302/

Kraft's iFood Assistant delivers recipes and has a feature that creates a shopping list
that automatically includes the ingredients for the chosen recipes. It even identifies the
locations of nearby grocery stores and which aisles stock the items.

Probably one of the most unusual apps is from Unilever. Domestos was behind a fun

Flushtracker app that allowed users to track the course of their toilet flush through the
sewer system (see Figure 2.9).

HOW FAR DDES
YOUR FLUSH GO™
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OUT OF TOWN OR TO SAIL
THE SEVEN SEAS™

HIDDEN UNDERGROUND,
IT'SEASY TO TAKE THE
SEWER SYSTEMS FOR

GRANTED, BUT NOW YOU
CANFIND OUT WHERE

YOURS GOES.

CURIOUS?™

STARY

DISTANCE TRAVELLED
0.19 MILES

10DOWNINGST,
WESTMINSTER,

hittpe/fwww.Slushtracker.com/mdex.php

Unilever's Domestos Flushtracker app

Source: www.flushtracker.com/index.php?page=start
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SECTION SUMMARY 2.4

Widgets and apps, in particular, add an exciting dimension to the traditional marketing mix
since they add value to the product, promote the brand and distribute the brand right into
everyone's pocket via their phone — effectively bringing several Ps together (i.e. product,
promotion and place).

2.5 Product

By the end of this section, you will understand online value propositions, be able to assess
the potential of extending your product online and spot opportunities for other products
online. You will also be able to begin to assess your overall business as a result of the online
opportunity.

Digital channels offer a host of new opportunities and prompt these product-related questions:

® What benefits do your products currently give your customers?
® Can these benefits be delivered online?

® What other benefits might your customers like?

® Can these additional benefits be delivered online?

® What is your business? Can it be delivered online?

DIGITAL PRODUCTS

Amidst the digital explosion, Ghosh (1998) suggested that companies should consider how
to modify product and add digital value. These are two huge questions that, even today, can
reshape your whole business.

DIGITAL MARKETING INSIGHT

Adding digital value to products

Ghosh talks about developing new products or adding digital value to customers. He
urges companies to ask:

1 Can | afford additional information or transaction services for my existing customer
base?

2 Can | address the needs of new customer segments by repackaging my current infor-
mation assets or by creating new business propositions using the Internet?

3 Can | use my ability to attract customers to generate new sources of revenue such as
advertising or sales of complementary products?

4 Will my current business be significantly harmed by other companies providing some
of the value | currently offer?
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He suggests you need to analyze each feature of your product or service and ask how
can each of these features be improved or adapted online.

These changes can be substantial — one such example is Hughes Christensen, an oil
drilling tool company, which discovered that it had a much more lucrative online oil
drilling advisory service (Note: now it is a service rather than just a product).

There is no doubt that every product or service can find some added value online. Even
for soft drinks such as Pepsi and Tango, there is a shift from physical interactions to
nonphysical brand experiences.

So it's not just digitizable products and digitizable services that extend themselves into
the online world, but any products from any business. Layer apps and widgets on top of
this and products or services can create a much better customer experience.

Obviously the entertainment, education and advice services are ideal, but, surprisingly, so
are complex industrial products (witness the GE turbine optimizer referred to in Chapter 1).
In fact, the more complex the product, the more online opportunity there is, since there is
a need to educate, train, test, install and service — most of which can be integrated online.
Figure 2.10 shows how the online presence can help customers to make complex product
selections. Visitors select their requirements and suitable models are indicated using a Rich
Internet Application (RIA). While these applications can provide a compelling customer experi-
ence, care has to be taken with respect to search engine optimization (SEO), since the search
engines may not readily index and link to specific product pages.

PHILIPS

your preferences ¥

Al TVS > e m B B B E

Helping customers to make decisions

Source: www.tv.philips.com/
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Even less complex but high-involvement consumer purchases such as cars can be aided online
through ‘mixed mode’ or Research Online Purchase Offline (ROPO) purchasing.

Remember to keep asking, ‘How can I help my customer?’ ‘What information do my ideal
target customers seek?’ ‘How can I save customers’ time?” ‘How can I add value to their
online experience when they visit my site?’ Ultimately, ask, ‘How can I help my customers?’

‘How can I excel at giving them this online?” Communities of customers can be tapped into to
help answer this question. This is what was known as the prosumer — the proactive consumer
who participates in the design of products or services.

The product or customer experience is increasingly important online, as there is a school of
thought that suggests that all products eventually become services. Cohen et al. (2006) from
the Harvard Business School believe that ‘all products become services’ as the after-sales
market opens up new opportunities. But many organizations still treat the after-market ser-
vices as an afterthought — perhaps because the ‘after market’ is deemed to be complicated or
outside the safety zone and therefore difficult to manage. But they point out that many US
organizations will generate their growth primarily from the ‘after market’ by adding services,
updates and upgrades, consultancy, installations and training. Even more importantly, after
sales service is the first step in converting customers into lifetime customers, which is, inci-
dentally, far more profitable than acquiring new customers.

More service/s added to products

Quick Read (QR) codes can add another layer to existing products and services by
connecting a customer with online information, benefits and experiences. Once you
have the QR app, you can scan a QR code and it takes the visitor to a video clip, photo,
article or a web site.

Equally, marketers could secure a short, simple and memorable web address (URL)
and save customers all the bother. Perhaps scanning a QR code is quicker, particularly
if there are several different pages you want customers to see: ‘The Holy Grail for
QR code marketing would be a passive always-on QR scanner such that all one has
to do is just point the phone camera in the direction of the QR code to launch the
content.” (Ritesh Bhannani, chairman of Snipp Interactive in Sentry Marketing Group
(2015)). Or perhaps QR codes could be replaced with easy-to-pronounce unique words
which voice-operated mobile services, like Apple’s Siri, could interpret and immediately
locate the appropriate web site page.

QR codes can also enhance two of the 'Ps’: Promotion and Place. These codes let
smartphone users scan a type of barcode to get digital information (web site, video
clip, article, photo deal or a shop). They add these layers of information and use them
in many creative ways to enhance a product experience, add extra information or even
bring a supermarket to you.
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New York’s
Central Park QR codes allow
visitors to enhance their
experience

Source: Agency Magma,
New York. Director: PhillyK

In New York's Central Park, QR codes allow visitors to enhance their experience while
walking through Central Park. Visitors can relive movie scenes by watching famous
movie clips when standing in the same location (and scanning a particular QR code).
Visitors can watch and listen to a full orchestra perform in a particular spot in the park
where they previously performed, or learn about the stones or plants in the park just
by scanning a QR code (posted on a sign or a poster) with a mobile phone (which has a
QR code reader app). Do remember if directing visitors to a web site to ensure that the
web site is optimized for mobile display screens (Chapter 6).

Digital products are consumed differently - many customers want to interact with the brand
and with other customers in their new-found communities. Some want to share information,
ideas, problems, challenges, solutions and maybe even friendship, rage or passion. Perhaps
the growth of the online need for communities (or even companionships) is a reflection of the
breakdown of real (offline) communities. Chapter 4, on customer behaviour, suggests that
the couch potato was only a slothful slob because he had no interactive technology, which
today allows millions to engage with their online programmes. Some ten years ago, the BBC
changed its guidelines for new products (TV programmes) to match these trends. The BBC
now insists that all TV programme proposals should include an additional three dimensions:
‘find, play, share’. ‘Find’ embraces distribution or place — ensuring that viewers can find the
content easily. ‘Play’ means the product itself should consider an interactive element, and
‘Share’ combines product with promotion and distribution, as programmes and their commu-
nities of interest are nurtured to extend the product experience online, to talk to each other.
Although this is for digital products, this approach for a product brief may extend into many
other non-digital products and services.
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Some companies create new products with UGC (user-generated content which includes
product ideas). Consider the t-shirt company, Threadless.com, whose customers post their
designs online. The community votes for the most popular designs, the company produces
them and the customers then buy the newly designed t-shirt (see Chapter 3).

Of course, customers have been determining products’ functionality for many years now as
mobiles are used for texting and taking photos (in fact, mobile photos are now outstripping
photos taken by cameras). See how Huawei (Chinese mobile phone company) used its superb
camera functionality to promote itself and break into an already congested mobile market
(see Chapter 10). Customers consume vast quantities of leisure and entertainment via their
phones (in fact, more than the whole of Hollywood movies in cinemas; see Chapter 4).

Finally, digital product and service portfolios can expand to meet the growing diversity of
tastes being generated online by the many customer niches online, otherwise known as The
Long Tail (Anderson, 2006).

The success of the Pebble wristwatch (www.getpebble.com) is a great example of using pro-
sumers to help with new product development through crowdsourcing, technically known as
‘open innovation’.

Pebble used Kickstarter (www.kickstarter.com/projects/597507018/pebble-e-paper-watch-
for-iphone-and-android) to get customers to pledge to buy the product in return for early
delivery or other exclusive offers. Kickstarter supports new product development and startups
through crowdsourcing, concept testing and amplification of the buzz around a new product.

Online opportunities for enhancing product value can also be identified. Ask: ‘How can I
move beyond the core product?’ The different elements of the extended product can be high-
lighted or delivered online. What other products and services would a customer really value?
Which of these services can be produced cost-effectively and better than competitors?

The extended product also includes incorporating tools to help users during their use of the
product or service.

The extended product contributes to perceptions of quality. Quality and credibility are inex-
tricably linked. ‘Develop credibility before raising visibility’ makes sense, otherwise you
end up making a lousy low-profile company into a lousy high-profile company. Credibility
requires quality products and services — these can be demonstrated by:

Endorsements

Awards

Testimonies

Customer lists and numbers

Customer comments

Warranties


http://www.getpebble.com
http://www.kickstarter.com/projects/597507018/pebble-e-paper-watch-for-iphone-and-android
http://www.kickstarter.com/projects/597507018/pebble-e-paper-watch-for-iphone-and-android
http://Threadless.com

REMIX

Guarantees
Money-back offers
White papers
Staff photographs

Social proof such as the number of subscribers, circlers, fans or followers on social networks.

Remember also — you need to analyze the competition continuously. What is their core and
extended product offering? That’s the easy bit. Increasingly, the hard bit is knowing who your
competition is, as boundaries and categories collapse. Witness Yahoo! offering electricity and
Virgin offering telephone services; it seems there are no boundaries, just shares of wallet
based on relationship marketing. This means that once a supplier wins a customer’s trust,
it is possible that the customer will consolidate their number of suppliers and start to buy a
wider range of products and services from the same supplier. If the relationship is right, the
share of wallet can grow. This brings us back to the online value proposition — what exactly is
being offered to the customer? Can you summarize your company’s OVP?

If you are going to offer a consistent CX, then the online value proposition (OVP) should be the
same as the offline proposition. The online proposition can offer some of the online advan-
tages such as immediacy, interactivity and additional information, maybe even virtual expe-
riences or virtual testing. Note: the offline value proposition can also offer the online added
value by encouraging customers to visit the web site to enjoy the same benefits.

The OVP must somehow reinforce core brand values and clearly summarize what a customer
can get from you that they cannot get elsewhere (including competitors). This requires careful
consideration of customer needs, competitive offering, company strengths and resources
available. Observe competitors’ sites and their offerings — can you distinguish between them?
A cleverly created advertising strap line appearing on a web site can summarize the offering.
More detailed pages in offline communications or on the web site can describe the proposi-
tion more fully. Here are a few OVPs that appear to match the strap lines:

® AutoTrader — The biggest and best car site on the planet - www.autotrader.com

® Boosey & Hawkes — A world of music — www.boosey.com

® Flickr - Share your photos. Watch the world — www.flickr.com

® The Great Sportsmanship Programme — Mobilising young communities into sportsman-

ship via short stories — www.greatsportsmanship.org
® Kelkoo — Compare. Buy. Save — www.kelkoo.com

® Wordtracker.com - Find the keywords you need to succeed online — www.wordtracker.
com/

® YouTube - Broadcast yourself - www.youtube.com

Web guru, Jakob Nielsen, has an interesting exercise which assesses whether a web site com-
municates effectively during the first ten seconds:
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Guideline 1

1 Collect the taglines from your own site and your three strongest competitors.
2 Print them in a bulleted list without identifying the company names.
3 Ask yourself whether you can tell which company does what.

4 More important, ask a handful of people outside your company the same question.

Guideline 2

1 Look at how you present the company in the main copy on the home page.
2 Rewrite the text to say exactly the opposite.
3 Would any company ever say that?

4 If not, you’re not saying much with your copy, either.

The OVP is more than the sum of features, benefits and prices; it should encompass the
complete experience of selecting, buying and using the product or service. The traditional
categories of the different elements of the marketing mix are beginning to blur as proposi-
tion merges with product experience. About time too, as all of the mix must be seamlessly
integrated.

Since the OVP is a core digital marketing concept, we refer to it throughout this book. In
Chapter 4, we explain how, from a customer-centric point of view, you should review your site
against the 6Cs of Content, Customization, Community (and participation), Convenience,
Choice and Cost reduction.

Testing propositions (and prices) — analytics is the first role I fill

According to Robert Hortal, an experienced Digital Marketing Change manager, testing
is a key part of the toolkit of the modern marketer. He explains his approach.

First, you can assign (different) propositions randomly to visitors on first
arrival to test interest/sales. | would typically run this against a large control
group (being offered the current main proposition) to both protect com-
mercial results and detect the effect of any external influences that may oth-
erwise wrongly influence the experiment. Free tools like Google Analytics
Content Experiments provide information as tests run that help assign a
confidence to a temporary result. In my experience, the only way to ensure
valid tests and improved business results is to bring in the best analytical
brain you can find. Analytics is the first role I fill when I build a digital team,
it’s that important.

(Hortal, 2011)
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SECTION SUMMARY 2.5

Product

Find the ideal product that you can deliver, can afford, are good at, can protect and go for it.
The online world allows you to create a whole range of new versions, variations and even new
products and services. Finally, play to your strengths and exploit your distinctive competitive
advantage by having a strong and clear OVP.

2.6 Price

Pricing and price models have been affected by the white heat of intense online competition and
new creative approaches such as that by the UK rock band, Radiohead, who launched one
of their CDs online with a ‘pay whatever you want’ price tag. Have you noticed how price
models are changing online? Imagine being paid one day and the next day having to pay for
delivering the same service? AOL used to pay ABC News for content. Now ABC pays AOL to
place its content on AOL pages. It’s also happened in advertising. Audiences used to pay for
the media; now the media pays audiences to watch their ads (either with special content or
currency).

In this section you will see why you need to review your prices and your pricing models reg-
ularly as transparent and dynamic pricing has an impact on all markets.

NEW PRICING APPROACHES

New buying models require new pricing approaches.

Name-your-price services such as Priceline (www.priceline.com), transparent pricing, group
pricing (e.g. Groupon and Living Deals) and global sourcing (particularly by giant procure-
ment mergers like Ford and Chrysler) are forcing marketers to radically rethink their pricing
strategies.

Companies that offer digital products such as written content, music or videos now have
more flexibility to offer a range of purchase options at different price points, including:

® Subscription. This is a traditional publisher revenue model, but subscription can potentially
be offered for different periods at different price points; e.g. three months, 12 months or
two years.

® Pay Per View. A fee for a single download or viewing session at a higher relative price than
the subscription service.

® Bundling. Different channels or content can be grouped at a reduced price compared to Pay
Per View.

® Ad-supported content. There is no direct price set here; instead, the publisher’s main revenue
source is through adverts on the site or on the app. Other options include affiliate revenue
from sales on third-party sites or offer access to subscriber lists. The UK’s most popular
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newspaper site, the Guardian (www.guardian.co.uk), trialed an ad-free subscription service,
but like many online publishers, has reverted to ad-supported content.

For all of these, it is necessary to have a sound digital rights management (DRM) solution in
place to minimize copying.

A growth in competition is caused partly by global suppliers and partly by custom-
ers searching online for cheaper suppliers. Many online companies enjoy lower margins
with more efficient web-enabled databases and processes. Some of them cut out the mid-
dleman.

And there’s more - barter, countertrade, strategic alliances, technology transfer, licences,
leasing as well as auctions, and reverse auctions (where sellers compete to supply a buyer,
counter auctions) — are all putting downward pressure on prices. On the other hand, web
sites can track customer segments and their sensitivity to prices against their activity on
the site, or past purchase habits recorded in host databases or stored in cookies held on the
user’s computer (with their permission); for example, if a customer’s history shows two
visits to a particular product page, then an automatic online coupon might nudge the unsure
customer to buy. Alternatively, it is possible for some suppliers (e.g. airlines) to categorize
a second visit from a customer as someone who really wants to buy this flight and thus
increase prices knowing the customer might really want this flight. It is also possible for
companies to recognize where customers are from and tailor prices accordingly. In theory,
marketers with well-managed databases can tailor prices to discrete segments at optimum
prices.

Pricing is under pressure through the continual trend towards commoditization. Something new
is commoditized almost every day. Once buyers can (a) specify exactly what they want, and
(b) identify suppliers, they can run reverse auctions. Qualified bidders undercut each other — for
both business and consumer products. Colvin (2000) reported that through medicineonline.
com elective procedures such as laser eye corrections or plastic surgery required by a particu-
lar customer are fought over by rival practices bidding the lowest prices.

Price transparency is another factor. As prices are published on the web, buyer comparison of
prices is more rapid than ever before. Storing prices digitally in databases potentially enables
shopping bots and robot shoppers to find the best price. Price comparison sites have been
around since the 1990s, in different sectors; e.g. MoneySupermarket (www.moneysuper
market.com, Figure 2.12).

So, such comparison sites create customer empowerment which leads to further downward
pressure on prices. This is what happens when customers want to take control of the relation-
ship rather than the other way around.

And it’s not going to get any easier to sustain old prices. A prototype next-generation e-com-
merce server from the University of Washington uses gaming strategies to decide when to
bargain even harder during the negotiation of complex contracts.
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Figure 2.12  MoneySupermarket.com

Source: www.moneysupermarket.com

Prices are complex; options for the price package include:

Basic price
Discounts
Add-ons and extra products and services

Refund and return policies

°
°

°

® Guarantees and warranties
°

® Order cancellation terms

°

Revoke action buttons.

Business-to-business marketplaces such as EC21 (Figure 2.13), known as exchanges or hubs,
and auctions continue to grow in significance. Much routine and repetitive buying will be
carried out in B2B exchanges. Major corporations are already buying through online exchanges
and auctions. The world’s largest eCommerce company, China’s Alibaba, started sourcing
Chinese manufacturers with 18 staff in 1999 - it now employs 22,000 staff worldwide. It has
grown primarily because of its ability to harness the world of online commerce.
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Figure 2.13 EC21 global B2B marketplace

Source: www.ec21.com

Marketers (and buyers) will need new skills — defining the strengths and weaknesses of
various exchanges and auctions.

Experienced business people know the impact of buying efficiencies. Martin Butler estimated
that a 5 per cent saving in procurement equals the same contribution as a 30 per cent increase
in sales for many manufacturing companies (Butler, 2001).

Marginal costing may be required — for many digitized products, the marginal cost is almost
zero. Some companies (such as software vendors) are redefining their business, becoming
service providers and giving the product away at cost. They make their money on selling the
add-ons and extras. A very different pricing model or just a traditional loss-leader approach?
Some call it second layer selling. For example, companies sell end-of-term cars from corporate
fleets, contract hire and leasing companies and car rental companies to affinity groups such
as large employers. The cars themselves are sold at cost, while the add-ons and extras make
a profit — insurance, finance, recovery services.

Interestingly, many of the most successful brands are not the cheapest in their category.
Customers are prepared to pay premium prices for perceived quality.
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One final pricing consideration is moving from fixed prices to rental and leasing prices. Cars,
computers, flight simulators and now even music can be bought, hired, leased or paid for by
subscription.

PRICE MONITORING

Pricing is such an important variable, but it can be complex when there are hundreds or even
thousands of products competing in a busy marketplace packed with competitors that con-
stantly change their prices. In price-sensitive marketplaces, not knowing that your compet-
itors have increased their prices could cost you tens of thousands of pounds in lost revenue
in a short space of time. Equally, not knowing that your competitors have cut their prices can
push a brand outside of a price-sensitive market. There are services like Competitor Pricewatch
(www.cpw.uk.com; see Figure 2.14a and 2.14b) which deliver price reports hourly, daily or
weekly so that a busy marketing team can address any potential price problems within the
first ten minutes of their day, releasing them from time-consuming, and often incomplete,
manual price reports, thereby freeing up their time to get on with more pressing matters, in
the knowledge that they are on top of the constantly changing price points.

SECTION SUMMARY 2.6

Price

The Internet is changing pricing forever. Prices are under pressure. Pricing structures and
options are becoming more complex. It is crucial to get the pricing right in the short, medium
and long term. Review new price structures in your markets, driven by customers looking for
lower prices available through a range of online tools including reverse auctions, customer
unions, commoditization, intermediaries, infomediaries and shopping bots.

2.7 Place

To understand the significance of place, consider which is the most successful brand in the soft
drinks markets? The answer is Coca-Cola, not Pepsi. It is readily available almost whenever
and wherever customers could need it. Their excellent distribution (or ‘place’) gives them the
edge.

This logic also applies online. Way back in the 1990s, Esther Dyson (1999) said: ‘You put
coke machines in places where you think people might want to drink a coke. On the Internet
you put Amazon buttons in places where there might be people inclined to buy books.” In
fact today, Amazon sells much more than just books. It sells almost anything including fast
moving consumer goods (FMCGs) Having asked the excellent question “Where and when are
customers most likely to want to re-order FMCGs?’ the answer was ‘When they are about to
run out of the product’. So they created a button called ‘Dash’ which customers can stick on
their fridge, in their cupboard, on the hoover or wherever. See Digital Marketing Excellence
box below.
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Figure 2.14a  www.pricewatch.com

With permission of Jon Clifford, Pricewatch
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Dash buttons are available to Prime members for a low cost, and they're essentially
free: with the first order through a Dash button, members receive a credit to their
Amazon account. When a customer is running low on one of their everyday essentials,
they can simply press a Dash button to automatically reorder it at the same low price as
on Amazon online and with free Prime shipping.

Dash buttons

Reproduced by kind permission of Amazon

Place and promotion overlap when organizations extend their presence online with links
from other sites or with microsites in relevant places as the brand gets wider promotion,
and simultaneously increases its distribution (place) as the brand is, effectively, available for
purchase more widely online. Place means the place of purchase, distribution and, in some
cases, consumption. Some products exploit all three aspects of place online; for example,
digitizable products such as software, media and entertainment. Widgets can extend distri-
bution across many other web sites. Apps (once downloaded) can extend distribution into
the hands of millions of customers via their mobiles. And QR codes can bring distant (and
even past) experiences closer. Proximity marketing and location-based marketing bring promo-
tions to the customer as they physically move closer to a distribution point. Foursquare and
Facebook Places enable customers to reveal their locations to friends and discover nearby
Deals. Customers get rewarded with special offers for checking into a venue. In the USA, Gap
gave away 10,000 pairs of jeans through Deals to drive people into its stores. Interestingly,
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check-in behaviour patterns differ between the USA and EU countries (see Chapter 4). ‘More
and more large brands are turning to location based services to find out more about and
communicate with their customers, and to offer them deals and promotions for their loyalty’
(Gray, 2011).

It’s not just digitizable products and services — all products and services can extend them-
selves online by considering their online representation for place of purchase and distribu-
tion. Even perishable goods such as food and flowers are sold online as customers like the
increased convenience and reduced cost of ordering online, often using delivery partners for
offline fulfilment. Distribution channels can radically change — eBay and Amazon are both
only approximately 20 years old but they continually innovate their distribution methods;
e.g. Amazon’s Dash button in homes, robots in its warehouses and drones delivering goods
to homes.

Price follows place?

Using channel data as a pricing factor has proven more successful. As historical data is
accumulated, it is possible to really offer competitive prices to those customers identi-
fied as high value at the point of application. An accurate value/propensity model can
use the wealth of information available from digital visitors (geography, visit trigger/
campaign, past visits, customer history, etc.) to drive truly personalized pricing. In this
example, price follows place and both price and promotion reflect the individual cus-
tomer (Hortal, 2011).

Promotion follows place?

Ads can follow people - so that depending where they are, a more specific relevant
ad appears on their phone or in their browser or as a text message. ‘This kind of loca-
tion based marketing is akin to placing an intimate outdoor poster ad in the palm of a
potential customer — powerful stuff’, says Doug Chisholm, managing director of Rippll
(location-based marketing) (Gray, 2011).

This involves placing your ads in front of people (as they visit other sites within the Google ad
network) who have already expressed an interest in your business; e.g. who have previously:

® Visited your web site
® Signed up for a newsletter
® Abandoned a shopping cart

® Or even bought your goods/service (and you want to reach them after a specific number
of days).
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Transactions at intermediary site:
e.g. RFPs, bids and auctions
through neutral intermediary

Intermediary K>

Transactions at supplier site: Transactions at customer site:
e.g. Traditional purchase at e.g. RFPs, bids and auctions
supplier web site

Figure 2.16  Alternative representation locations for online purchases

WHICH PLACE?

Berryman et al. (1998) highlighted the importance of place in e-commerce transactions when
they identified the three different locations for online purchases shown in Figure 2.16 below.
When many companies think about making their products available online, they tend to
think only of selling direct from their web site (a). However, other alternatives for selling
products are from a neutral marketplace (b) such as EC21 (www.ec21.com; Figure 2.13) and
also through going direct to the customer (c). Companies need to consider the alternatives
for online representation.

NEW DISTRIBUTION MODELS

So place is vital and an explosion of radically new ideas has occurred in the online world of
distribution in the last few years:

® Disintermediation. This is removing the middleman to deal direct with customers instead
of through agents, distributors and wholesalers. Note that this can create channel conflict
as middlemen feel the squeeze. For example, Hewlett-Packard sells a lot of equipment to
hospitals. But when hospitals started going directly to the HP site, first for information and
second to place orders, it posed a big question: do we pay commission to the sales repre-
sentative for this?

Reintermediation. This is the emergence of new types of middlemen who are brokers, such
as Bizrate, which unites buyers with sellers.

Infomediation. A related concept where middlemen hold data or information to benefit cus-
tomers and suppliers.

Channel confluence. This has occurred where distribution channels start to offer the same
deal to the end customer.

Peer-to-peer services. Music swapping services such as Napster and Gnutella opened up an
entirely new approach to music distribution with both supplier and middleman removed
completely, providing a great threat, but also an opportunity to the music industry.
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® Affiliation. Affiliate programmes can turn customers into sales people. Many consider
sales people as part of distribution. Others see them as part of the communications mix.
Amazon.com sees its 400,000 affiliate partners as a huge asset which creates part of its
distinctive competitive advantage.

® Group purchasing. Facilitated by Groupon and Living Deals. Millions of people are alerted
to special, limited, heavily discounted offers negotiated by group purchasing groups, and
clusters of them reply.

One last way of extending an organization’s reach or distribution (and promotion channels)
is to create a widget (covered in Section 2.4) and make it available for other organizations
to embed on their own site to add value to their customers. Google gadgets offers many
free widgets ranging from Einstein Quotes, to calendars, to changing photos. YouTube has
a classic widget that allows (and encourages) other web sites to seamlessly link YouTube
content into the other organization’s web site.

This approach is sometimes called atomization, which suggests how the content on a site is
broken down into smaller fundamental units such as features, blog postings or comments,
which can then be distributed via the web through links to other sites. Widgets are another
aspect of atomization where data can be exchanged between the widget and the server on
which it is hosted. The syndication and distribution of content from one site to other sites or
readers which access it via RSS feeds is another example of atomization.

Excellent distribution requires a deep understanding of when and where customers want
products and services. Partnership skills are also required as much distribution is externally
sourced, whether order fulfilment, warehousing, logistics or transport.

Place

Distribution, or place, is crucial to the success of any enterprise. Assuming your organization
has a reasonable product or service, online or offline the principle is the same: increase your
representation and make it widely and readily available to target customers. Marketers today
need to think of multi-channels for distribution to ensure they make their products and ser-
vices easily available to as many ideal customers as possible.

The Internet extends and integrates all ten online communications tools. This section
summarizes the opportunities and the challenges of online communications that are explored
in more detail in Chapter 7 on traffic building. First, we consider the range of online pro-
motion tools that are available. We then give guidelines as to how these tools can best be
exploited.
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Online promotion is continuing to grow in importance and gaining an increasing share of
marketers’ budgets and efforts — whether it is a text message that changes behaviour imme-
diately, or key words that attract more enquiries, or contextual banner ads that change atti-
tudes, or viral marketing that makes people talk about a brand. Online channels can do things
that offline communications simply cannot; e.g. some web sites can promote, communicate
and create a brand experience which is unique to the online users. Take the soft drink Tango:
it is renowned for its irreverence and fun approach. Tango.com brings the irreverence alive
in a way that only the Internet can with games such as ‘The Shocking Adventures of Nylon
Neddie’.

Think like concierges not carnival barkers

Now, when you craft a message that creates awareness, it doesn’t lead to a trip to the
store, but to searching behavior online. This behavior, in turn, will be tracked by your
competitors who will then retarget those same customers with new offers. In other
words, by relying on awareness, you will essentially be providing a lead generation
service for your competitors. We need to shift from grabbing attention to holding
attention and the first step is to change how we look at data — we can now not only use
data to target messaging but also to enrich experiences. Instead of carnival barkers,
we must begin to think like concierges, helping and assisting customers as we collect
data in real time.

(Satell, 2015)

The complete promotional mix or communications mix — the ten communications tools
(advertising, selling, sales promotion, PR, sponsorship, direct mail, exhibitions, merchandiz-
ing, packaging and word of mouth) - can be used to communicate or promote in the online
or offline world. They can all be extended online in new and dynamic ways. Think about their
online equivalents. Table 2.1 summarizes the online equivalents of these established commu-
nications tools.

Although web sites can be considered a separate communications tool, they are best thought
of as an integrator of all ten tools shown in Table 2.1.
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Online executions of different communications tools

Promotional mix Online executions
1 Advertising Interactive display ads, Pay Per Click search advertising
2 Selling Virtual sales staff and chat and affiliate marketing
3 Sales promotion Incentives, rewards, online loyalty schemes
4 PR E-news releases, e-newsletters, social networks, links and virals
5  Sponsorship Sponsoring an online event, site or service
6  Direct mail Opt-in email, e-alerts, e-newsletters and web response
7  Exhibitions Virtual exhibitions and white paper distribution
8  Merchandizing Web site design, promotional ad serving on retail sites, personalized
recommendations
9  Packaging Photographs of real packaging displayed online
10  Word of mouth Social media plus viral, affiliate marketing, e-mail a friend, reviews

UGC ads and storytelling — Chevrolet’s shift from trad TV to social

Chevy wanted to move from traditional TV spots to using social media to engage cus-
tomers and prospects (see Ladder of Engagement in Chapter 3) by inviting them to
create the next ad (User Generated Content — UGC).

Chevy invited the public to make its next ad. After four weeks it received more than
30,000 entries, the vast majority of which faithfully touted the vehicle's many selling
points, plus those rogue entries that subverted the Tahoe message with references to
global warming, social irresponsibility, war in Iraq and the psychosexual connotations of
extremely large cars. On its own web site, the Tahoe now stood accused of everything
but running down the Pillsbury Doughboy — attack ads were piling up on its site, spilling
over onto YouTube. Consumer generated ad campaigns always attract some negative
reaction.

However, the microsite attracted 629,000 visitors by the time the contest winner was
announced. On average, those visitors spent more than nine minutes on the site, and
nearly two-thirds of them went on to visit www.chevy.com. For three weeks running,
www.chevyapprentice.com funneled more people to the Chevy site than either Google
or Yahoo did. Once there, many requested information or left a cookie trail to dealers’
sites. Sales took off too, achieving 25 per cent market share, outpacing its nearest
competitor, the Ford Expedition, 2 to 1. In March, the month the campaign began,
its market share hit nearly 30 per cent. By April, according to auto-information service
Edmunds, the average Tahoe was selling in only 46 days (as opposed to four months).

YouTube is full of unsolicited Chevy ‘ads’ that are far more sophisticated than anything
the Tahoe Apprentice campaign yielded, pro or con.
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Consumer-generated ads have led to some seriously upside-down behaviour. Brands
that once yelled at us now ask what we have to say. No longer content to define our
identity (Gap Kids, the Marlboro man), they ask us to help define theirs.

(Rose, 2006)

Meanwhile brand storytelling is used by Ford

From our childhood days we love stories and we still love them even as we mature.
Some brands use stories to inject emotion and establish a relationship. You may have
heard great stories in conference speeches that have helped to win you over (and
speeches are a traditional form of storytelling).

A brand’s story can change consumer perceptions, especially if you want people to
repeat the narrative on your behalf. ‘A good story makes you feel something and is
universal. People want to buy a car from a company they relate to and they under-
stand,’ he says. ‘They want to grasp your values and your commitment to excellence;
be inspired and intrigued. Storytelling is the most powerful way to convey these ideas’
says European VP Communications and Public Affairs Mark Truby.

Ford stories emphasize its passion for its products. They developed an eight-part
documentary on the making of the Focus RS sports car. The episodes went out on
YouTube each week and showed how a team of engineers were under immense pressure
to deliver a great sports car under very tight deadlines. This included setbacks, conflict,
compromises and ultimately success. ‘Once you've watched this you can never see an RS
on the road again without understanding just how much passion went into creating it.’

Traditional media can be an influential way to express a brand's story. ‘| have even
heard some great stories in executive speeches that have changed my perception of a
company for the better, and a speech is about as traditional as it gets.’

The best stories tap into people’s emotions because someone genuinely connects to
what a brand stands for or where it has come from. The marketers who can paint these
pictures, add value to the CX, create personal relationships and ultimately establish
long-term brand loyalty.

(Hemsley, 2016)

The online promotional challenges that marketers need to respond to can be summarized by
the six key issues of the promotional mix, integration, creativity, interaction, globalization
and resourcing.

1. Promotional mix

Digital marketers need to mix the promotional mix. This involves deciding on the optimum
mix for different online promotional tools. Think about whether you use the full range of
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promotional tools in Table 2.1 (above) and whether you are using the most cost-effective
techniques for acquiring and retaining your target customers.

Blogs - a powerful tool in the promotional mix

When Renault wanted to promote its new range of cars, it invited 13 bloggers from
France, Germany, Great Britain, Italy and Spain writing about high-tech, trends, inno-
vation and scientific themes to a conference session by CEO Carlos Ghosn and tests
of vehicles in the ZE range. This generated 22 articles delivering 900,000 exposures to
the message whilst boosting Renault’s visibility on social networks and simultaneously
bumping up its search engine rankings.

(Chaffey, 2011)

2. Integration

Both online and offline communications must be integrated. All communications should
support the overall positioning and online value proposition which the digital marketing strat-
egy drives.

You need a single consistent message and a single integrated database — which recognizes
and remembers customers’ names, needs and any dialogue regardless of which devices and
platforms are being used.

Online integration is difficult enough. Online and offline integration requires even more
management skills.

3. Creativity

Today’s marketer can exploit the vast untapped creative opportunities presented online. The
only limitation is your imagination. Imagine sponsoring a virtual experience. Or sending opt-in
e-mails that make customers sit up and take action immediately. Or creating a ‘must have’
viral that becomes a ‘must share’ viral. Or developing an automated, interactive sequence of
contacts that is so relevant and helpful that it doubles sales.

Ten golden rules of IMC

Get management support for integrated marketing communications (IMC) by
ensuring they understand its benefits to the organization.

Integrate at different levels by putting IMC on the agenda of different meetings;
integrate horizontally between managers in different functions such as distribution
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and production; and ensure that PR, advertising and sales are integrating their
efforts.

Maintain common visual standards for logos, typefaces and colours.

Focus on a clear marketing communications strategy. Have clear communications
objectives. Have clear positioning statements. Link core values into every commu-
nication.

Start with a zero budget - build a new communications plan by specifying the
resources needed and prioritizing communications activity accordingly.

Think customers first. Identify the stages before, during and after each purchase
and develop a sequence of communications activities that help the customers
through each stage.

Build relationships and brand values. All communications should strengthen cus-
tomer relationships. Ask how each communication tool enables you to do this.
Customer retention is as important as customer acquisition.

Develop a good marketing information system which defines who needs what infor-
mation when. IMC defines, collects and shares vital information.

Share artwork and other media. Consider how advertising imagery can be used
across mail shots, new releases and the web site.

Be prepared to change it all. Constantly search for the best communications mix.

(Smith and Zook, 2016)

Of course, creativity must fit the overall communications strategy relevant to a specific target
market and positioning consistent with the overall brand positioning.

4. Interaction

Next comes the extra layer of creativity — interaction (or engagement). This is where the online
opportunity can really create some ‘sizzle’. This enhances the experience and deepens the
impact (and also creates an opportunity to collect customer data). As mentioned in Chapter 1,
95 per cent of Facebook posts are ignored by brands despite the fact that the more people that
are interacting, commenting and clicking, the more news feeds you will appear on.

So ‘Enable your wall, or get off of Facebook’ (Rezab, 2011).

Systematic harvesting and presenting of customer reviews is a process which can be managed
by third-party companies like Reevoo. The reviews then appear wherever a product appears
for sale online. Collecting reviews, posting them wherever the product is displayed, encour-
aging customers to write and share their reviews have a powerful impact on sales. One test
suggested that increasing reviews up to 50 boosts conversion rates from 2 per cent to 4 per
cent, due to the effect of ‘social proof’. See Chapter 3 on digital models.
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5. Globalization

Then, of course, there are the added complications of a global audience. Web sites and
social media platforms give a global audience access to your promotions. Caution needs to be
exercised when entering international markets. See the Priceline Digital Marketing Excellence
box below for some examples of the cultural and business practices that need to be consid-
ered for the Japanese market. Also see Chapter 4 on digital customers for examples of local-
ized brand names that restrict sales in international markets.

DIGITAL MARKETING EXCELLENCE

Adjusting the offering for the Japanese market

When Priceline (www.priceline.com) tried to enter the Japanese market, they hit a
number of barriers. These still serve as a lesson and reminder of the need for adopting
to local cultures.

1 Web site design — Japanese read from right to left.

2 Profit margins — Japanese negotiate fiercely. They do thorough research. Priceline
may not get such good margins in this market.

3 No cancellations policy — contracts in Japan ‘are not perceived as final agreements.
Traditionally, if either party has remorse there are renegotiations’.

4 One-hour acceptance or rejection of bids — Japanese don't like to make snap deci-
sions.

5 Bargain hunting — bargaining and price hunting is not talked about. Talking about
haggling is tacky.

6 Customer service — it is useful to know whether your Japanese friend has understood
you or not.

7 Giveaways — avoid giving gifts in Japan with an even number of components, such as
an even number of flowers in a bouquet. Never give four of anything.

6. Resourcing

The online communications opportunity is infinite. However, resources required to design and
maintain content marketing, service interactions and the database are not infinite. Resources
are also needed to service customer enquiries whether online or offline.

Social CRM can prove to be an extremely cost effective and customer satisfying channel as
some organizations service customers online via Twitter and Facebook, often using canned
messages (pre-prepared responses or reactions to topics or issues that emerge online).
This can be far more effective than telephone CRM. Resourcing needs to be planned care-
fully and you must expect to grow social media resources over time. Why bother? With the
right resources, online promotions — and, in particular, social media resources — can boost
awareness, affection, preferences and relationships, which ultimately build stronger brands,
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and which in turn build sales, give early warning signs and generate free market research
(customer feedback).

The rush to develop, for example, a Facebook presence without a plan, systems and processes,
and even resources is dangerous. Develop a plan that includes a content plan, response plan,
data plan (what to do with the data), processes (checking Facebook routinely) and people
who are trained, briefed and motivated.

Even ensuring consistent use of the brand requires time, energy and money.

Finally, remember that all communications are wasted if the rest of the mix is wrong; for
example, great promotions cannot save a poorly targeted product.

Promotion

All ten communications tools should be reviewed for how they can be extended and enriched
online. See ‘The Tactical Matrix’ (Smith, 2014) to explore the advantages and disadvan-
tages of each of the ten promotional tools. Online communications challenges include: mix,
integration, creativity, globalization and resourcing. Take advantage of the characteristics of
the new media through promotion that is dynamic, carefully targeted, highly relevant and

Digital marketing checklist — integrated communications

1 Does senior management support integrated marketing communications and the importance of
the brand?

2 Do you integrate at different levels by putting IMC and the brand on the agenda of different
meetings; horizontally between managers in different functions such as distribution and produc-
tion, the web master and the sales team, etc.?

3 Do you have design guidelines or a brand book which maintains common visual standards for
logos, typefaces and colours?

4 |s there a clear marketing communications strategy with clearly defined brand values, brand posi-
tioning and brand personality which is linked into the core of every communication?

5 Do you start from scratch with a zero budget and define exactly what is required — build a new
communications plan by specifying the resources needed and prioritizing communications activity
accordingly?

6 Do you think customers first and identify a contact strategy (a sequence of communications) for
different customer segments who are at different stages in the customer lifecycle?

7 Do you build relationships and brand values with all communications? Do you ask: ‘How does this
help the customer? Does this strengthen my brand?’

8 Do you have a good marketing information system which defines, first, who needs what informa-
tion when and, second, which communications tools are working better than others?

9 Do you always consider how campaigns and traffic-generating ideas can be integrated with other
tools and techniques? Do you share artwork across all the communications mix — both online and
offline?

10 Are you prepared constantly to improve by closely monitoring what works and optimizing the
best communications tools?
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helps to build an ongoing relationship based on the permission and trust of the customer.
Use the checklist in Table 2.2 to assess how integrated your communications are.

2.9 People

In services marketing, people, or staff, are considered a crucial element of the marketing mix.
As more products add online services to enhance their offerings, ‘people’ become more and
more important. By the end of this section, you will understand how service needs a balance
of people and automation and what the key management challenges are.

WHY ARE PEOPLE IMPORTANT?

As well as experience of the marketplace, people (and process) are key — real people, real
buildings and established integrated systems that deliver goods and services. People are
important since everyone in your organization is an ambassador and a sales person for your
company. People do business with people. Hence IBM coined the phrase ‘Social Business’,
which includes almost all staff engaging in conversations, solving problems, giving service
and making sales courtesy of social media platforms.

Given that everyone represents the company, you can see the importance of having happy staff.
Happy Staff = Happy Customers = Happy Shareholders

The challenge, of course, is to recruit the right people, train them (including brand values
and social media best practice) and reward or motivate them appropriately. The real issue is
that we have gotten worse at customer service (as highlighted in Chapters 1, 4 and 8). We are
sitting on a customer service time bomb. This is in a turbulent environment where customer
expectations are rising and, often, satisfying these rising expectations is not enough to keep
customers loyal. However, we ignore customer service at our peril.

DELIVERING ONLINE SERVICE

Remember the 90:10 ratio? Some suggest that web sites should adopt the 90:10 ratio as the
value or service to sales pitch ratio. This implies that the bulk, 90 per cent, of your web site
should be designed to service customers.

How well does your site make use of the following?

® Auto-responders. These automatically generate a response when a customer emails an organ-
ization or submits an online form. This is the most basic form of marketing automation.
See Chapters 3 and 8 for more on marketing automation.

® Email/text alert. Automatically generated by a company’s systems to update customers
on the status of their order; for example, order received, item now in stock, order
dispatched.
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® Call-back facility. Customers fill in their phone number on a form and specify a convenient
time to be contacted. Dialling from a representative in the call centre occurs automatically
at the appointed time and the company pays, which is popular.

® Real-time live chat. A customer support operator in a call centre can type responses to a site
visitor’s questions; for example, a widely deployed technology such as LivePerson (www.

liveperson.com).
® Frequently asked questions (FAQs). For these, the art is in compiling and categorizing the
questions so that customers can easily find (a) the question and (b) a helpful answer.

® Ask and answer services. These provide a moderated service where customers help each other
by answering each other’s questions.

® Co-browsing. Here, the customer’s screen can be viewed by the call-centre operator in com-
bination with callback or chat.

® Virtual assistants. These come in varying degrees of sophistication and usually help to guide
the customer through a maze of choices.

® Customer reviewers and assistants. Online social media enable organizations to recruit cus-
tomers to help shape their service for other customers through reviews and comments.

® Tailored customer landing pages. For example, to create a specific landing page for, say, a
variety of different propositions, or even keyphrases used in a Pay Per Click (PPC) cam-
paign; i.e. each phrase links to a slightly different landing page which highlights a particu-
lar keyphrase or proposition.

The concept of ‘customer self-service’ is prevalent in digital-marketing. Customer self-service
should enable customers to get the information they need faster (while reducing costs for
the business). However, we need to pause and ask how many customers want to engage in
self-service online.

Some online customer segments just want to browse, others want to find specific information
and others again want to buy or get customer support. Of the segment that wants to buy, a
sub-segment wants to buy offline and needs personal contact either via a phonecall or a visit
from a sales person. Alternatively, they cannot find the information they need online in the
FAQs or via the web site’s own search engine. At this point, the customer will want to contact
(or be contacted by) the company by chat, phone or email. These inbound contact strategies aim
to control the volume and medium of enquiries and responses. Responses may be delivered
by auto-responders, email, phone or real-time chat with sales staff. Clear indications have to
be given as to when the service is available and, to manage demand, services are often only
promoted when visitors are more engaged with the site. Some companies offering complex
products have found a benefit in automatically displaying a chat window automatically after
a customer has been on a page for a certain length of time.

Many companies use an inbound contact strategy of customer choice or ‘customer preferred
channel’. The easyJet Digital Marketing Excellence box in Section 1.7 shows that you can give
customers a choice, but steer them towards using the web site as a contact tool.
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A key figure for measuring the effectiveness of your inbound contact strategy is the average
number of contacts needed to resolve an issue. Remember that many questions will not be
answered by the first email or text (but they should be answered fully in one telephone call
or one chat session). Companies need to decide whether the best strategy is to switch the
customer to phone or online chat to resolve the issue, rather than bouncing multiple emails
between the customer and the contact centre. Two-way interactions such as voice, online
chat and co-browsing (where the customer’s screen can be viewed by the call-centre oper-
ator) will be more effective in resolving an issue immediately. Automated marketing and
digital body language can be very effective too in identifying specific needs and auto respond-
ing via dynamic content, pop-ups, instant chats, subsequent emails, or sales people offering
to help. Alternatively, social CRM can solve issues being posted or tweeted about on various
social media platforms by using canned (pre-prepared) responses tailored for a range of dif-
ferent issues. These can be cut and pasted very quickly by staff or intelligent systems that
identify the specific issue by recognizing particular keyphrases (see Section 2.11 on Process).

Many organizations now have many thousands of web pages (sometimes in several languages
as well as different versions for mobiles as well as PC / laptop). Keeping the content fresh, up
to date and relevant to the customer has significant management and resource implications.
We will see later how content management systems (CMSs) are essential to the consistency and
management of any large site, since they enable content owners in different parts of the organ-
ization to update the content they are responsible for. They also provide workflow facilities
which can automatically prompt a content owner to update content and use email to remind
other staff to review and authorize publication. But having the right technology is only part
of the story. Managers of content owners must have strategies to keep content fresh. These
may include:

1 Regular update dates such as the start of month for some content types like news or
promotions.

2 Triggers for publication. Every new press release or product or price change must go on-site.

3 Ownership of content in job description. The quality of content, including freshness, is part of
staff performance appraisal (this is a ‘stick’ approach).

4 Explaining benefits of content update to content owners. Showing that updates will save the
content owner time; e.g. in explaining things on the phone or by helping them sell more
(this is a ‘carrot’ approach).

5 Using the CMS to set content expiry dates. For certain content types, expiry dates can be set and
an email alert sent to the content owner.

6 Publish dates of when pages on-site were last updated. Some organizations use a chart to show
which pages are updated least frequently to shame staff into taking ownership!

7 Real-time content delivery takes articles or items from a database, so partially automating the
update process (the database still needs to be updated).
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TRAINING AND RESOURCING

Of course, staff need to be trained and motivated whether they man the web site, the
telephones, the field sales or the reception. What happens if a web transaction fails and the
customer calls the centre? Can call-centre staff access the database to complete the trans-
action, or do they have to collect all the details again? Can call-centre staff be retrained to
service customers via Livechat, Facebook or other social media platforms (see Chapter 8 for
an example of how switching resources from phones to Facebook can be very effective in
speedily solving problems and boosting customer relationships - if staff are suitably trained
in content and systems/processes)? A seamless, integrated contact database is also required.

A key resourcing issue is whether to identify specific staff to handle contacts from different
channels or whether to empower staff to answer questions from a variety of channels. Current
thinking suggests that the latter approach is best since this increases the variety of work and
results in more knowledgeable staff who can answer customers’ queries more effectively.

It is worth investing in continual staff training as well as in online tools. Benchmark research
from Harvard (Kotter and Heskett, 1992) revealed that companies which invest in all three
key stakeholders (employees, customers and shareholders) out-perform those that invest in
only two or fewer.

Finally, internal marketing (motivation, training and communication) needs to be budgeted
for to ensure staff are always capable of, and want to, deliver an excellent CX.

SECTION SUMMARY 2.9

People

People / staff are important. In fact, excellent service — before, during and after a sale - is
required if repeat business is to be enjoyed. Contact strategies should be developed that
give customers a choice of contact, but minimize costly interactions with staff. Automated
services help, but people are also required. Beware of the customer service time bomb. It
is a delicate balancing act, but bear them both in mind when integrating online and offline
marketing activities. Recruitment, training, motivation and communication are required. And
remember, happy staff = happy customers = happy shareholders.

2.10 Physical evidence

The aim of this section is to highlight the different aspects of physical evidence online and to
ensure you have these in place.

WHAT IS ONLINE PHYSICAL EVIDENCE?

As services are intangible, customers look for reassurance that the service is going to be alright.
They look for cues such as a well-designed site (including endorsements and demonstrations
of expertise or excellence) to give them clues about the quality of the intangible service.
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In the offline world, physical evidence includes buildings, uniforms, logos and more. In the
online world, the evidence is digital. Imagine the impression that a broken window would
give to a customer. Similarly, an email, a web site, an app or a virtual experience with a typo
sends the same worrying messages.

In the online world, customers look for other cues and clues to reassure themselves about
the organization. So, first, a reassuring sense of order is required. This means that web sites,
for example, should be designed in an uncluttered style with a consistent look and feel that
customers feel comfortable with, as explained in Chapter 6 on site design. Remember that
you need to win a visitor’s trust, as you are about to ask them for three new currencies: their
time, their privacy (data) and their credit card (security).

Winning a customer’s trust (with physical evidences)

So, here are some factors that reassure nervous visitors:

Ratings and reviews

Guarantees

Refund policies

Privacy policies

Security icons

Trade and professional body memberships
Awards

Customer lists

Customer endorsements
Third-party/institutional endorsements
International Standards (ISO)
Independent reviews

News clippings

Ethical policies

Community links

Full address and contact details (you are legally obliged to do this if you are selling any-
thing from the site)

Text only version
® Error-free (proof-read everything)

® Reliable response systems.

Plus the big four reasons why people come back to a site:

® High-quality content

® Ease of use (navigation)
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® Quick download (Note: mobile)
® Frequently updated content.

Physical evidence should help to integrate the online and offline world. Many retailers such
as the Carphone Warehouse (www.carphonewarehouse.com) use coupons printed out online
which can be redeemed for a discount at a store. This helps conversion-to-sale rates and also
tracks how the online presence is impacting the offline sales.

Remember that physical evidence emerges in the offline world - if goods and services are
delivered offline, then the normal physical evidence is required; i.e. professional packaging,
paperwork, delivery vehicles and uniforms can all reinforce the right message.

Equally they can damage the brand if they are not managed. Imagine a scrufty delivery person
in a filthy, broken-down van belching fumes stopping outside your home or office. The offline
evidence would damage the online evidence. So, both need to be managed carefully.

SECTION SUMMARY 2.10

Physical evidence

Customers look for online cues and clues for reassurance whether on a web site, an app, a
virtual experience or even an email. Design, layout and professionally proofed quality content
offer a reassurance which can be delivered via reviews, ratings, guarantees, refund policies,
privacy policies, security icons, trade body memberships, awards, customer lists, customer
endorsements, independent reviews, news clippings and more.

Offline activities can also provide reassurance in the form of professional-looking buildings,
delivery vans and uniforms. Evidence, whether physical or digital, needs to be managed
constantly.

2.11 Process

Process refers to the internal and sometimes external processes, transactions and internal
communications that are required to run a business. Products morph into services (with
added digital value being layered on top of the basic product) and services are dependent
on excellent processes, since the process of production and consumption are often simulta-
neous (unlike pure products which are produced privately behind factory gates). Excellent
execution of these is vital. By the end of this section, you will be able to identify the compo-
nents of ‘process’ and understand how they need to be integrated into a database. Given that
we are sitting on a customer service time bomb (see Chapter 8), there is a golden opportunity
to develop lifetime customers through deep and engaging customer service processes online.

THE IMPORTANCE OF PROCESS

How many people do you know who have had bad experiences online with major brands?
How many have you had yourself in the last year? Unintegrated web sites create problems,
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as exemplified by US online toy stores whose web sites and associated processes did not
link into an information system explaining to customers when stocks were unavailable. Add
in social media and the importance of having crystal-clear processes that work for both the
customer and the staff becomes even more important.

Developing a systematic listening team as well as a system to use the information means
organizing details such as who monitors what; who compiles the analysis and the reports;
who responds to comments on blogs and in group discussions on LinkedIn; who analyzes the
comments, complaints, suggestions, worries, issues and opportunities; what happens to this
information; what kind of decisions does it affect; and how often. Processes become the key
to success in the new approach to making strategic sense of social media chaos in the Ladder
of Engagement (Smith and Zook, 2011), as demonstrated in the next chapter.

Traditional offline services have processes continually on view, with the manufacturing
process for goods behind closed doors. Online services and their process of production are
not as visible since many of the processes operate in systems unseen by the customer. Some
of the process, or system, is on view, like menus, form filling, shopping baskets, follow-up
emails and, of course, the interactions on web sites. It is on this part of the process and its
outputs that customers will judge service.

It seems that many companies have not yet learned how to optimize these processes —
SmartlInsights suggest 80 per cent of potential buyers exit before they make their purchase.
This suggests that ordering is too complicated or confusing, or the processing system simply
doesn’t work smoothly.

To understand the importance of process, consider a simple online enquiry and subsequent
online sale of a book. How should the system work? Think about which events or actions
need to take place for the order to be fulfilled and for the customer to be satisfied.

These are some of the events that need to happen, and they must be backed up by an efficient,
seamless process:

® Customer wants to check availability. Does the site show the number in stock and when next
available if out of stock? See Dabs.com (www.dabs.com now owned by shop.bt.com) for
good practice.

® Product specification or price is changed. Is the change seamlessly reflected in the web site and
price lists or catalogues?

® Customer places order. Is the site updated to indicate the changed number in stock? Is the
customer notified by email that their order has been processed? Is the finance system
updated to include the new order within the month’s revenue?

® Customer makes email enquiry. Can the system cope when a wave of telephone calls and
emails hits and respond promptly and accurately?

® Product dispatched. Is the customer notified of this event by email? Can they track their order
if required?
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Optimization involves minimizing the people involved with responding to each event and
providing them with the right information to serve the customer. Minimizing human resources
can occur through redesigning the processes and/or automating them through technology.
The problem is that many sites simply do not have efficient systems in place. They lack the
logistical and fulfilment infrastructure required to trade online.

Processes continue beyond the sale with after-sales service, generating customer feedback (and
most importantly, reviews and ratings), upselling, cross-selling, product development (see the
Ladder of Engagement in Chapter 3) and improvement built in as part of the processes.

The front-end customer interface — whether this is a web site, interactive TV screen, mobile
phone screen or even a telephone sales person — must integrate with the back-end systems
which are out of sight in the back offices and warehouse. This is easier said than done.

A well-managed process integrates into the business processes and systems which, in turn,
shave costs, slash inventories and save time. Some companies take orders and payment imme-
diately and ask third-party suppliers to supply directly. So stock (and working capital required
to fund stock) is reduced to zero. In fact, because the company receives payment from the
customer and doesn’t pay the supplier for 30 or 60 days, the company generates surplus cash.
This creates negative working capital because instead of having to fund stock with working
capital, the supply process is so tight it generates its own funds.

Automated marketing and digital body language

Automated ‘Sense and Respond’ marketing looks at the behaviour of a visitor (or a
group of visitors) and sets rules to generate automated responses; e.g. if Visitor A visits
several pages including the shopping basket, but does not purchase, they will get an
automatic email with an offer of help (whether a sales call or more information or asking
if they needed any particular information), whereas visitor B who downloads a white
paper and spends several minutes on the product details page will get a different email
offering additional information or personal advice from an engineer. The rules become
a set of processes that allow highly relevant information or questions to be sent to the
prospect to help them and move them towards the next step of the buying process.
Visitor C may already have bought a product, but will be pleasantly surprised when an
email arrives asking if everything is ok and if they'd like any more information regarding
the page they visited. It's all about helping prospects and customers.

Reviewing processes and systems can help organizations to radically redesign supply and
distribution chains, and in the process, compete much more effectively.

For many organizations, Jack Welsh’s original internal slogan ‘Destroy Your Business.com’
(‘before the dotcoms do!”) makes a lot of sense just from the process side alone. Reinvent the
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business process so that it’s faster, lighter on resources and, most importantly, makes the
customer happy.

Classic marketing empathizes with the customer — what kind of problems, priorities and
procedures do they need? What will delight them? Then build the process that caters for the
many diverse types of customers out there.

5,000 times faster banking process creates competitive advantage

Disruptive financial technology start-up, Kabbage, has a 5,000 times faster process
for setting up a small business loan. It takes just seven minutes to set it up (Xavier
et al., 2015)! This is a great customer experience; i.e. the product is integrated with the
process. And the product is iterating continually (non-linear design process, fast proto-
types, early customer feedback and continuous iterations / improvements.

It's no wonder that customers’ experiences with technology companies have altered
their behavior but also raised their expectations about how interactions with all busi-

nesses should work.
(Walchek, 2015)

A survey conducted by Ipsos and LinkedIn (2015) found, some 67 per cent of affluent

millennials are open to using non-financial-services brands. This is significant particu-

larly since Millennials are projected to inherit at least $41 trillion through mid-century.
(Havens and Schervish, 2011)

Process

Good processes and systems can create competitive advantage. There are lots of poor pro-
cesses that kill sales and damage the brand. Processes can have a huge impact on your
organization.

Perhaps there is a new P in the mix, ‘partnerships’ or marketing marriages or alliances.
Kenichi Ohmae (Smith, 1996) said that no company can succeed globally without partners.
Most organizations today would agree with this and have staff dedicated to partnership mar-
keting. It is not surprising, a few years after Ohmae’s comment, to find award-winning digital
marketing campaigns revealing a common pattern — partnerships. Although increasingly
important in the offline world of marketing, clever partnerships are also emerging as keys
that open the doors to vast new markets. Hence the emergence of alliance managers. Here
are a few examples:
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Ford Galaxy teamed up with Tesco and AOL to gain access to a million new online customers
within its target audience of 30-44-year-old women with children. Ford also wanted to be
associated with brands that have already improved its target audience’s lives.

MUtv (the TV channel devoted to Manchester United) partnered with Sky and Century Radio
in an attempt to develop its product so it could create an exciting proposition which quickly
attracted 379,000 unique users in 98 countries. Combine this with MORI’s estimated MUFC
global fan base of 70 million and you can see the potential.

In the online world, many retailers now have staff dedicated to managing online partnerships,
particularly for affiliate marketing, which is covered in Chapter 7.

Some companies have people specializing in partnerships; other companies employ agencies
to be their partners or even agencies to find their partners, whether through a blogger out-
reach programme (to connect with more bloggers) or an affiliate marketing campaign (to
recruit more affiliate marketers). There is no doubt that partnerships need to be identified,
recruited and nurtured for success.

Live 8 and O, team up

The highly innovative and highly effective partnership between the Live 8 charity and
O,, the mobile service provider, proved that partnerships can achieve what previously
seemed impossible.

Situation

The twentieth anniversary of Live Aid saw the hastily prepared Live 8 event snatching
global headlines. Live 8 needed to raise over £1 million, promote its concert, create a
way of selecting over 100,000 concert ticket holders and then distribute the tickets — all
within two weeks. O, approached Live 8 and offered to run the ticketing process via
text. The operator realized that the Live 8 concert was going to be the biggest music
event for 20 years and that demand for tickets would outweigh supply.

Objective

To develop a fair mechanism to select 130,000 guests for the Live 8 Charity Concert
and ultimately distribute 130,000 Live 8 concert tickets safely and securely in just two
weeks.

To raise at least £1.6 million in revenue for Live 8 (to offset some of the costs of
putting on the event and distributing 130,000 tickets quickly and securely at low cost).

Strategy

O, worked with Mobile Interactive Group (MIG), using its Vote Winner platform to run
the competition, having publicized the competition questions and the O, short-code in
all national newspapers and on radio and TV stations.
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Tactics

The ticket competition entry mechanism went live on 6 June. In order to meet the
requirement for a speedy and fair entry process, a multiple-choice question was agreed
with Live 8. By 14 June the competition had closed and 66,500 winners were notified
via text message that they had won a pair of tickets.

Action

Each winner was sent a unique PIN which they then had to enter at the O, web site.
Each text message entered into the competition cost £1.50, all of which went to Live
8. A standard network charge of between 10p and 12p was applied to all messages
to cover network costs. O, didn't make any money from the project. At its peak the
system received 611 messages a second, compared to 500 a second for Big Brother
(the popular TV show). Within tight deadlines they provided a simple yet effective call-
to-action and an excellent customer experience.

Control

The Live 8 ticketing operation was recorded by the Guinness Book of Records as the
largest-ever text competition. Nearly 2.1 million people entered and the campaign
raised over £3 million for the Live 8 Charity Concert for Africa, which went on to raise
the political and social profile of Africa’s plight and win international financial conces-
sions for Africa, including debt cancellation for many countries.

An extra ‘P’ - Partnerships

We cannot do everything ourselves. Partnerships can help enormously, but they require
skilled management.

1 The marketing mix must be re-examined for the digital world since there are many new
opportunities to vary the mix to take advantage of the characteristics of digital media.

2 The main elements of the traditional marketing mix are Product, Price, Place, Promotion,
People, Processes and Physical evidence. Alternative models such as the 5Is of Identification,
Individualization, Interaction, Integration and Integrity have been developed in recogni-
tion of the potential of one-to-one/relationship marketing online.

3 Relationship building and service quality are vital with the trends towards consolida-
tion and commoditization. Building relationships and increasing loyalty are required to
increase profitability.
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The mix is much more dynamic today as prices follow place, and apps, widgets and QR
codes add layers to products and expand reach into new places. Promotions-follow-place
propositions are constantly optimized and elements are morphing. Overall, the market-
ing mix is morphing as all the ‘Ps’ are challenged, improved and merged by new digital
technologies.

Product. Products can be extended online by offering new information-based services and
interaction with the brand to create new brand experiences.

Price. Reduction in market prices and changes in purchase, distribution and usage of prod-
ucts are considered when specifying the place element of the mix. Disintermediation,
countermediation and reintermediation are major marketplace changes which must be
responded to. The atomization of content and services through widgets and feed syndica-
tion is another trend.

Promotion. Online options for all elements of the promotional mix — from advertising,
selling, sales promotion, PR, sponsorship, direct mail, exhibitions, merchandizing, pack-
aging, to word of mouth - should all be reviewed for the promotion part of the mix. Key
issues in devising the promotional mix are integration, interaction, creativity, globaliza-
tion and resourcing.

People. People are a significant contributor to the mix since service quality is a key differ-
entiator online or offline. Organizations need to decide on the best balance of automated
online customer service and traditional human service to provide customers with service
quality and choice while at the same time minimizing service costs. Online social media
enable organizations to recruit customers to help shape their service for other customers
through reviews and comments.

Physical evidence. The quality of the site is immediately judged by the physical evidence
online, so it is important to reassure customers buying intangible services through a site
that meets acceptable standards of speed, ease of use as well as content and other trust
factors.

Process. All processes impact on customers in terms of product and service quality. In the
online context, it is particularly important to revise processes by integrating front- and
back-office systems to provide an efficient response to customer support requests and
fulfilment.

Partnerships. Marketing marriages and alliances can be potent, but need experienced man-
agement.
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Explain the reasons for price transparency and marketing responses to this phenomenon.
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Describe the relevance of disintermediation and reintermediation to your organization
and actions that have been/should be taken.
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promotional mix tools.
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Chapter

Digital models

We've moved from ‘The Attention Economy (push)’ to ‘The Attraction Economy (pull)’
to ‘The Participation Economy (share)’.
Roberts (2010)
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OVERVIEW

The business world is changing faster than ever before. Old approaches and models are being
turned on their head. In this chapter, we show how to assess your online marketplace, review
new business, revenue and communications models and develop budget models.

OVERALL LEARNING OUTCOME
By the end of this chapter, you will:

® Appreciate the changing nature of business models because of social media
® Appreciate digital revenue models

® Review and select models which are appropriate for your business.

CHAPTER TOPIC LEARNING OBJECTIVE

3.1 Introduction

3.2 Online revenue models
3.3 Intermediary models

3.4 Attribution models

3.5 Communications models

3.6 Customer information
processing models

3.7 Customer buying process
models

3.8 Loyalty models
3.9 Social media models

3.10 Social business models and

the Ladder of Engagement

Outline the changes to existing models and new models

Review alternatives for generating revenue, particularly
from advertising

Understand the role of different intermediaries in
influencing online sales

Assess approaches for reconciling media spend to
different digital channels

Describe differences in communications models and how
they can be exploited

Assess differences in customer information processing
that occur online

Summarize changes to buying models and assess their
implications

Assess the relevance of new loyalty models

Explain the drivers for the increase in social media

Review shifts in the fundamental business model driven
by social media

3.1 Introduction to digital models

Whether business models, revenue models, communications models or buying models, old
models are being replaced by new and revised models. This chapter explores some of the
changes to existing models and shows how they can be incorporated into digital marketing
planning to make sure you are maximizing your online sales and return on investment. Some
of the budgeting models we review are also vital for controlling spend in the different online
media channels we will cover in Chapter 7 on traffic building.
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It is the fluid, flexible and agile businesses that embrace the new models enabled by technol-
ogy and exploit the opportunities presented by the new economy. ‘The best leaders, it turns
out, are the most insatiable learners’ (Taylor, 2012).

Before exploring the different models, let’s clarify what is a model. A model is anything that
represents reality. It could be a model aeroplane, a map, a diagram, algebra or a formula.
Here, we are particularly interested in descriptive models that describe a process — the current
way in which a business operates in its dealings with customers and intermediaries such as
media sites or price comparison engines. In Chapter 9, we review changes with other e-busi-
ness partners like suppliers and distributors.

There are many different implications of change across a variety of models:

Customers develop new patterns of media consumption and product selection, and brands
need to be visible at the right time in the right place as consumers use search engines,
review sites and affiliates to choose their preferred supplier. So online marketers need to
review their online marketplace models to understand their digital marketspace.

Businesses cross categories as supermarkets become banks, as radical changes to business
models and revenue models are enacted.

‘Markets become conversations’ (Levine et al., 2000), where dialogue between customers
and between employee and customer drive the relationships.

Value chains and distribution channels are restructured as existing channel partners are
bypassed and new channel partners and value networks are formed and reformed.

Your suppliers or distributors may seek new revenue from online ads and affiliate links and
this offers new opportunities for you to reach your audience online.

Marketing becomes transparent as customers manage the relationship with companies
rather than the other way around. Systems and control mechanisms are opened up to cus-
tomers.

Brand equity changes from being visually driven to interactively driven.

Businesses can become what Charles Handy (1995) calls a ‘box of contracts’, as many func-
tions are outsourced to form a virtual business.

Positive psychologists have shown that some people tend to frame the world opti-
mistically, others pessimistically. Optimists often have an edge: in our (McKinsey)
survey, three-quarters of the respondents who were particularly good at positive
framing thought they had the right skills to lead change, while only 15 percent of
those who weren’t thought so.

For leaders who don’t naturally see opportunity in change and uncertainty, those
conditions create stress. When faced with too much stress (each of us has a different
limit), the brain reacts with a modern version of the ‘fight, flight, or freeze’ instinct
that saber-toothed tigers inspired in early humans. This response equips us only for
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survival, not for coming up with creative solutions. Worse yet, in organizations such
behaviour feeds on itself, breeding fear and negativity that can spread and become
the cultural norm.

(Barsh et al., 2010)

Introduction to digital models

Models describe the process by which business is conducted between an organization, its
customers, suppliers, distributors and other stakeholders. Managers constantly need to
review how going 'digital’ can change existing models and offer new models that can deliver
competitive advantage.

A knowledge of the range of options for generating revenue online is useful, both for interme-
diary sites such as media owners, portals and affiliates and for transactional sites where the
main transactional revenue may be supplemented by ad revenue, for example. It is also useful
from a media-buying perspective when promoting your site, since when viewed from the reverse
direction, these are all options, which we explore further in Chapter 7, that you have for paying
for visitors, either when approaching site owners direct or via a media agency. So you need to
review the options and select a media mix which delivers the best return on investment (ROI).
We present budgets based on these online media selling/buying models in Chapter 10.

In addition to direct selling online and brokering online sales through an auction arrange-
ment, there are nine main ad revenue models that a budding web entrepreneur or established
site owner can use to generate revenue.

1 Revenue from subscription access to content. A range of documents can be accessed for a period
of a month or typically a year. For example, the Financial Times online (www.ft.com) has
a three-tier subscription model according to the types of content you can access, varying
from £100 to £400 per year.

2 Revenue from Pay Per View access to documents. Here payment occurs for single access to a
document, video or music clip which can be downloaded. It may or may not be protected
with a password or DRM. For example, we pay to access detailed best practice guides on
Internet marketing from Marketing Sherpa.

3 Revenue from CPM display advertising on site (e.g. banner ads, skyscrapers or rich media). CPM
stands for ‘Cost Per Thousand’” where M denotes ‘mille’. The site owner such as FT.com
charges advertisers a rate-card price (for example, £50 CPM) according to the number of
its ads shown to site visitors. Ads may be served by the site owner’s own ad server or more
commonly through a third-party ad network service. With display ad networks, space can
be bought at a lower rate because it is known as a blind ad buy — CPM rates are lower
because it is not known where the ads will be placed.
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4 Revenue from CPC advertising on site (Pay Per Click text ads). CPC stands for ‘Cost Per Click’.
Advertisers are charged not simply for the number of times their ads are displayed, but accord-
ing to the number of times they are clicked. These are typically text ads, similar to sponsored
links within a search engine, but delivered over a network of third-party web sites such as
Google Adsense (www.google.com/adsense) or MIVA (www.miva.com). Many publisher
sites and bloggers use Google Adsense by inserting JavaScript at different points in the page to
automatically serve contextual ads related to the content, so a page about email marketing has
ads about email services which can be bought on a CPM (site-targeted) or CPC basis.

For us, the search content networks are one of the biggest secrets in online marketing
as some advertisers do not realize that their ads can be displayed beyond search engines
and so do not get their ads served in this highly targetable network. There is more on cut-
ting-edge advertising techniques, including behavioural targeting and location-based ads
v2 in Chapter 7.

5 Revenue from sponsorship of site sections or content types (typically fixed fee for a period) — fixed
price deal, CPA or CPC deal. A company can pay to advertise a site channel or section. For
example, HSBC bank sponsors the Money section on the Orange portal. This type of deal
is often struck for a fixed amount per year. It may also be part of a reciprocal arrangement,
sometimes known as a ‘contra-deal’ where neither party pays. However, it is a negotiated
deal, so it may also have Cost Per Acquisition (CPA) or CPC elements.

6 Affiliate revenue (typically CPA, but could be CPC). Affiliate revenue is commission-based; for
example, Dave Chaffey displays Amazon books on his site http://blog.davechaffey.com
and receives around 5 per cent of the cover price as a fee from Amazon. Such an arrange-
ment is sometimes known as CPA. Amazon, and others, offer a tiered scheme where the
affiliate is incentivized to gain more revenue the more they sell. Hence this is often called
a pay-per-performance ad deal.

Increasingly, this approach is replacing CPM or CPC approaches where the advertiser has
more negotiating power. For example, way back in 2005, manufacturing company Unilever
started negotiating CPA deals with online publishers where it paid for every email address
captured by a campaign rather than a traditional CPM deal.

However, it depends on the power of the publisher, who will often receive more revenue
overall for CPM deals. After all, the publisher cannot influence the quality of the ad (the
creative message) or the incentivization to click which will affect the clickthrough rate on
the ad and therefore the CPM.

7 Subscriber data access for email marketing. The data a site owner has about its customers is
also potentially valuable since it can send different forms of email to its customers if they
have given their permission that they are happy to receive email either from the publisher
or third parties. The site owner can charge for adverts placed in its newsletter or can deliver
a separate message on behalf of the advertiser (sometimes known as list rental). A related
approach is to conduct market research with the site customers.

8 Access to customers for online research. An example of a company that uses this approach to
attract revenue from surveys is the teen site Dubit.

9 Freemium models. In the freemium model, free feature-limited or ‘taster’ access is given to
content or an online service. Time-limited trials may also be considered ‘freemium’, but
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strictly it refers to a continuously available free service where the majority of customers use
your service for free and the minority pay.

The model is most commonly applied to online software services or online publishing. The
benefits of the freemium model for the brands operating it are:

® Increased conversion to sale due to ease of conversion from interest to trial of service to
paid service (a much smaller proportion will convert to a paid service because of the risk
that it may not offer value) — this is dependent on the quality of the service

® Increased awareness of the service through sharing of experiences by freemium users
compared to paid users (amplification through network effects)

® Other revenue models are possible through freemium use such as advertising or affiliate.
Google is the ultimate example of a freemium service where Adwords is the revenue
model.

Disadvantages of this model include the incremental user cost of offering the service although
this is likely to be relatively low for digital services. Getting the balance right between free
and paid features is difficult. If the service quality or experience is poor, this can potentially
damage take-up of paid services.

The Evernote app for capturing ideas and thoughts or the Dropbox filesharing service are
other examples of a freemium service. Many millions of people use these services for free and
will probably never pay.

Considering all of these approaches to revenue generation together, the site owner will seek
to use the best combination of these techniques to maximize the revenue. To assess how
effective different pages or sites in their portfolio are at generating revenue, they will use two
approaches.

The first is effective Cost Per Thousand (eCPM). This is a measure of the total revenue the
site owner can generate when 1,000 pages are served. Through increasing the number of ad
units on each page, this value will increase. This is why you will see some sites which are
cluttered with ads. The other way to assess page or site revenue-generating effectiveness is
Revenue Per Click (RPC) and the similar Earnings Per Click (EPC), actually based on 100
clicks to make it more meaningful for affiliates who will only generate revenue for a small per-
centage of clicks out from their sites. Revenue model evaluation spreadsheets based on these
variables are available alongside a free planning template from http://bit.ly/smartdownloads.

Business models for e-commerce

The revenue model is part of a broader online business model which is essential for a
new startup online business to define. But it's also important for existing businesses
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thinking about options to refine their business model or add new services to their offer-
ings in the light of new opportunities made possible by digital media and technology.
The Business Model Canvas developed by Osterwalder and Pigneur (2010) is a valuable
framework for summarizing strategy for online businesses. It was published as part of
a co-creation project involving 470 practitioners from 45 countries. It's also available
as an app and downloadable templates on the Business Model Generation site (www.
businessmodelgeneration.com).

The main sections of the canvas, in a logical order to consider them, are:

Value proposition. This is at the heart of what the business offers to its audiences and
is arguably most to important success. More details are provided in a follow-up book
by Osterwalder et al. (2014) which we also recommend.

Customer segments. Different target audiences that the value propositions will
appeal to. In the business model canvas, the alternatives recommended are mass
market, niche market, segmented (broken down further) or a range of diverse
segments.

Customer relationships. The types of relationships that will be formed, for example
self-service, automated services, communities or more personal assistance.
Co-creation of content may be part of this.

Channels. The methods by which the organization’s services will be delivered and the
audiences reached.

Key partners. To exploit online and offline value networks, forming partnerships gives
an opportunity of expanding reach and taking advantage of existing organizations
and online influencers that have built an audience.

Activities. The main activities that need to be performed to deliver the value propo-
sition to develop revenue.

Resources. Different types of process and people to complete the activities to create
and deliver the value proposition.

Cost structure. Different cost-elements. These should be checked against activities
and resources. Costs are classically broken down into fixed and variable costs and
economies of scale.

Revenue stream. This is the method by which a business derives income. Common
online options are: ad revenue, subscription fees, sales of physical or virtual
goods or affiliate-based commission arrangements. Licensing and leasing are other
alternatives.

An example of how these nine different elements of a business model can be applied
is shown in Figure 3.1 below.
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Business model summary

Created for: Smart Insights
Updated:Dave Chaffey/Stu Miller

Date: Apr 2016
Version: 1.3

KP: Key partners

+ Expert commentators
— sector specialists

« Other contributors —
esp. influencers

+ Vendors - e.g.
Marketo, HubSpot

« Agencies

« Online publishers —
e.g. MyCustomer.com

« Trade organizations,
e.g. www.cim.co.uk

+ Education and training
providers

- Conference organizers

KA: Key activities

- Content creation —
member content

- Content creation -
blog

- Experience
management /
development

« Customer service

« Marketing and sales
promotion

- CRO

« Partner and influencer
outreach

« Planning and strategy

KR: Key resources
+ 2 Co-founders
« 25+ Subject experts
2 X Sales
« 2 X Digital marketing
«+ 1 X Development

VP: Value proposition
- Templates, guides

and courses to help
business and
individuals succeed
through learning
marketing best
practices

« Bus. capability

assessment

« 15 core toolkits

« Marketplace - directory
- Staff skills assessment

« (Dashboards and

reporting software)

« Consulting and

customized training

« (Conferences and

public training)

CR: Customer
relationships
+ Self-service
« Marketing automation
+ Managed accounts

CS: Customer
segments

Businesses wanting to
improve their returns from
(digital) marketing

Company size
« Medium 1-10 in marketing
« Large > 25 in marketing
« Small 0-1 in marketing

C: Channels
+ SEO
« Content marketing
+ Email marketing
- Partner referrals
« Social media
- Paid advertising

« Webinars
- Direct / Assisted sales
« Franchises

Company type
- B2C

« Agencies

« Ecommerce/retail
- B2B

* Charity

Role
« Digital marketing managers
 Marketing managers
« Company owners (mainly in
agencies)
« Company directors

« 2 X agency & freelance « Consultants

«New X 4

Cé€: Cost structure
Fixed costs
- Salary
« Hosting and software costs

R€: Revenue stream
- Tiered annual subscription plan inc. Business Membership
« (Monthly subscription plan)
« Content Partnership - Ad revenue
- (Licensed content revenue)
+ New — Extend content partnerships to custom content
+ New - Increased focus on training and consulting

Variable costs

- Content creation

- Agency marketing fees
« Advertising fees

Figure 3.1 Example business model canvas for Smart Insights

SECTION SUMMARY 3.2

Online revenue models

There is a wide array of online revenue models for media owners to consider, from tradi-
tional CPM and fixed sponsorships through to the upstarts CPC and CPA. With contextual
advertising options available from the main search networks and with the growth of display
ad networks, there are now options for all site owners to review their ad revenue potential.

3.3 Intermediary models

It is vital that marketers understand their position in the online marketplace. This is your
‘click ecosystem’ which describes the flow of online visitors between search engines, media
sites, other intermediaries, your competitors and you. Prospects and customers in your online
marketplace will naturally turn to search engines to find products, services, brands and enter-
tainment. Search engines act as a distribution system which connects searchers for different
phrases to sites. Companies need to analyze consumer use of keyphrases entered from generic
searches for products or services, more specific phrases and brand phrases incorporating their
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brand and competitor names. They also need to assess using services listed later in this
section, to discover which online intermediaries or competitors have the best share of these
phrases or are popular in their own right as well-known brands that attract visitors directly.

Online marketplace analysis is fundamental to developing a digital marketing strategy for an
organization. It is also useful at an early stage in planning an online marketing campaign to
indicate which type of sites you plan to partner with for promotion and the type of search
terms which may need to be purchased for Pay Per Click advertising.

To help summarize the linkages and traffic flows in your e-marketplace, we urge you to create
an e-marketplace map (Figure 3.2). This shows the relative importance of different online
intermediaries in the marketplace and the flow of clicks between your different customer
segments, your company site(s) and different competitors via the intermediaries. You need
to know which sites are effective in harnessing search traffic and either partner with them or
try to grab a slice of the search traffic yourself, as explained in Chapter 7.

Intermediary models introduce some concepts we will refer to more fully in later sections; the
main members of the e-marketplace model are:

1 Customer segments. To explore the right intermediaries, we need first to identify different
segments to understand their online media consumption, buyer behaviour and the type of
content and experiences they will be looking for from intermediaries and your web site.
Personas are used to understand the preferences, characteristics and online behaviours of
different groups as described in Chapters 4 and 6.

>

Customer segments Search intermediaries Intermediaries Destination sites
and mediasites

1 search flows: natural and paid

Different customer segments Horizontal portals and

mainstream media

Your company OVPs

create personas for - Google
key audiences - Google Display Network
- existing versus new - Bing Search Engine

Niche media sites

- web savvy or non web savvy + social networks

- demographic segmentation
- lifecycle segmentation
- psychographic segmentation

Direct competitors OVPs

-vertical search engines —

- specialist directories — Aggregators and

super affiliates

o Indirect competitors OVPs

OVPs = online value

2 intermediary flows " propositions
purpose of mapping is to identify: Small affiliates and blogs

* main marketplace actors
o their relative importance

o relative visibility in marketplace
given different customer
journeys 3 direct flows: brand aware

E—

Figure 3.2 Map showing flow of different audiences via search engines to intermediaries and
destination sites
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2 Search intermediaries. These are the main search engines in each country - typically,
Google, Yahoo! and Microsoft Bing, but others are important in some markets such as
China (Baidu) and Russia (Yandex). Use audience data from people like comScore (www.
comscore.com) to find out their relative importance in your country. You will need to know
the most important phrases and which sites the visitors are directed to. Tools such as the
Google Keyword Planner (accessed from https://adwords.google.co.uk/KeywordPlanner)
are helpful to determine the popularity of phrases, see keyword ideas and generate ad
groups (set of keywords that trigger an ad or ads).

Since search is so important, we recommend creating a ‘gap analysis’ showing the potential
audience against the actual audience for your target keyphrases. You do have a compre-
hensive keyphrase list of consumer search behaviours? Many don’t. Summarize it on a
marketplace map.

For example, in the financial sector, MoneySupermarket.com is an important potential
partner if you are offering fixed-rate mortgages. The aggregator receives more search clicks
than any of the major high street banks or building societies for all searches for fixed-rate
mortgages.

3 Intermediaries and media sites. Media sites and other intermediaries such as affiliates are often
successful in attracting visitors via search or direct since they are mainstream brands. You
should assess potential partners in the categories shown in Figure 3.2 such as:

® Mainstream news media sites or portals. These include traditional sites, e.g. FT.com or The
Times, or pure play ones, e.g. Google News, an aggregator

® Niche/vertical media sites, e.g. E-consultancy, ClickZ.com in B2B

® Price comparison sites (also known as aggregators), e.g. MoneySupermarket.com, Kelkoo,
Shopping.com, uSwitch

® Superaffiliates. Affiliates gain revenue from a merchant to whom they refer traffic, using a
commission-based arrangement based on the proportion of sale or a fixed amount. They
are important in e-retail markets, accounting for tens of percent of sales

® Niche affiliates or bloggers. These are often individuals, but they may be important influ-
encers; for example, in the UK, Martin Lewis of moneysavingexpert.com receives mil-
lions of visits every month. Smaller affiliates and bloggers can be important collectively.

4 Destination sites. These are the sites that the marketer is trying to generate visitors for,
whether these are transactional sites, like retailers, financial services or travel companies
or manufacturers or brands. Figure 3.2 mentions OVP or online value proposition which
is a summary of the unique features of the site which are described in more detail in
Chapter 2. The OVP is a key aspect to consider within planning — marketers should evalu-
ate their OVPs against those of competitors and think about how they can refine them to
develop a unique online experience.

Well-known, trusted brands which have developed customer loyalty are in a good position
to succeed online since a common consumer behaviour is to go straight to the site through
entering a URL or from a bookmark or email. Alternatively, they may search for the brand or
URL.
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Brand strength

Use web analytics to track the popularity of your brand and how this varies through
time with seasonality, offline and online campaigns. You can also see the number of
direct visitors arriving straight on the site. You can also access reports showing visitors
searching on your brand name, your URL, misspellings and in combination with dif-
ferent products. You need to protect your brand from ‘brand hijacking’ in the search
engines, as described in Chapter 7.

The significance of the long tail model was brought to prominence by Chris Anderson’s book
The Long Tail and his blog (www.thelongtail.com). We introduced it in Chapter 2. Formerly
known as Zipf’s law, it refers to any large collection of items ordered by size or popularity.
It describes how the frequency or popularity of items declines in a regular way. It is known
as the long tail phenomenon since although a handful of items are very popular, there are
many, many others which, although not popular individually, collectively can be important if
marketers want their services to appeal to a range of potential customers. Niche goods and
services can be as economically attractive as mainstream goods and services since the poten-
tial aggregate size of the many small markets can be large. Furthermore, profitability may be
greater on the tail. See Chapter 4, Section 4.1 for more on the long tail.

About Zipf's law

Zipf's law states that in a large collection ordered or ranked by popularity, the second
item will be around half the popularity of the first one, and the third item will be about
a third of the popularity of the first one. In general:

The kth item is 1/k the popularity of the first

Zipf's law can be applied to describe the exponential decrease in preferences for using,
selecting or purchasing from a choice of items. Since the tail is long, it is a mistake to
concentrate marketing efforts only on the most popular items since many customers
or prospects will have a different behaviour and will have different content or product
preferences. The flip side of this logic is that if you have limited resources, you should
concentrate your efforts on the head.
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1000 e 100%
Search 'head’
- e
900 - T 90%
800 - 1 80%
700 - 70%
600 - T 60%
500 1 50%
400 T 40%
300 T 30%
200 T 20%
Search ‘tail’
100 10%
0 - 0%
1 20th most popular phrase 100

B Relative keyphrase popularity —#&- % of total search volume

Figure 3.3 Chart showing typical ‘long tail’ pattern of decline in relative keyphrase popularity

Digital marketers will encounter the long tail a lot. Here are some of the situations, and the
implications:

1 Popularity of search terms within a category or for an individual site. A typical pattern is shown in
Figure 3.3. Implication: keyphrase analysis used to determine search engine optimization
and Pay Per Click marketing is most effective when hundreds of potential phrases are ana-
lyzed for each customer need, rather than only the five or ten top keyphrases.

We have found these tips for targeting the long tail through search include:

® Target keyphrases with four or more keywords through SEO and Pay Per Click;
within SEO, refer to these longer phrases within the <title> of your web page or blog
posting

® Use the Google Keyword Planner Tool (https://adwords.google.com/KeywordPlanner)

to identify different qualifiers such as ‘geography’ used to search for a more common
phrase; e.g. ‘marketing recruitment Manchester’ is a geographic qualifier
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® Use synonyms; e.g. include reference to online marketing, digital marketing and Internet
marketing within an article

® Target singular and plural versions — users will search for each.

2 Popularity of content within a web site. Implication: the more pages you have with different
content relevant to your audience, the more likely you are to meet the needs of your diverse
audience and the more they will engage with the content. But you should use your web
analytics package to identify the top 20 pages which are most visited and then make sure
they are effective in communicating your key messages and achieving the actions you are
looking for.

3 The popularity of items purchased from an e-retail site. Implication: a larger inventory will result
in more sales. Higher profit margins are possible for less popular items since consumers
may be prepared to pay more for difficult-to-obtain items. Chris Anderson (2006) dis-
cusses this effect at length in his book The Long Tail.

4 The popularity of web sites in a category measured through unique visitors. Implication: the
e-communications channels we cover in Chapter 7 such as interactive advertising, affiliate
marketing and link building can be used to take advantage of the long tail. Using such tech-
niques to communicate with potential visitors visiting niche sites like blogs and specialist
directories can be a relatively low-cost way to achieve reach in comparison to expenditure
on the top ten portals of the web or a category.

Intermediary models

Analysis of your online marketplace can help you to understand customer behaviour in order
to identify potential search terms with which you should promote your company and also
potential partner sites or media buys.

We know that different customers buy in different ways. Some visit your web site just once and
immediately buy (this makes analyzing what works easy). Others visit several times before
buying (or ‘converting’). Some visitors actually remember and insert a specific web address
(URL) into a browser and arrive at a site ‘directly’. Or, as is often the case, they perform
multiple searches and will be referred by different types of sites. Different customers take
different journeys (using different channels) to buy the same product. Channels include
display ads; paid search (PPC); email; partners/affiliates/blog links; online PR; social media
platforms, etc. Conversion means achieving a goal which could be making a sale, or a cus-
tomer making an enquiry, taking a trial, registering for a newsletter, registering for blog post
updates, etc.
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Purchase intent jumps after first visit

Achieving and measuring repeat visits is worthwhile, since according to Flores and
Eltvedt (2005), on average, purchase intent sees a double digit increase after someone
has been to a site more than once.

Setting up clear ‘Goals’ in Google Analytics is the first step to understanding which sources
of traffic, and which campaigns, are most effective. The second step is tagging different media
channels as explained in Chapter 7 (see Digital Marketing Insight box — Reviewing different types
of traffic sources with web analytics).

You cannot build the best picture of which channels are influencing sales if your agencies
are using different tracking tools and reporting separately on different media channels; for
example, the ad agency reports on display advertising, the search agency on Pay Per Click, the
affiliate manager on affiliate sales. Instead, it is important to use a unified tracking system
which typically uses common tags across all media channels. Common unified tracking solu-
tions are available from the likes of Microsoft (Atlas), Google (DoubleClick DART) and
Google Analytics Multi-Channel Funnels feature for reviewing attribution.

To simplify the understanding of media effectiveness, for companies with a unified tracking
method, a common approach is to attribute or credit the sale or other outcome to the last
click, in this case, affiliate 2. This is a good approach in that it avoids double counting - a
marketer wouldn’t want to credit both affiliate 1 and affiliate 2 with 5 per cent commission
on basket value. However, it doesn’t reflect the role of the mix of media such as display adver-
tising and natural search in influencing the sale. A common phenomenon in online adver-
tising is the display advertising halo effect where display ads indirectly influence sales. These
are sometimes known as ‘view-throughs’ or post-impression effects. A more sophisticated
approach is to weight the responsibility for sales across several different referrers. Consider
just the affiliates - affiliate 1 might be credited with 30 per cent of the sales value and affiliate
2 with 70 per cent, for example.

Measuring the ‘last click wins’ (last-click attribution model) only reveals which channel the
customer came from on their final visit when converting. This ignores the impact of previous
ads, clicks or visits from different channels. See Figure 3.4 below.

Analyzing goal assists in football and in marketing

Just as football managers analyze the number of ‘assists’ a player makes (by giving
a good pass to another player who scores), marketing managers need to know what
channels (or tools) actually ‘assist’ the web site goal conversions. Players who make
assists are often as important as the ones scoring the goals.
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Basic Channel Grouping Assisted Conversions
1. | Organic Search 138
2. 96
3. | Referral 43
4. | Social Network 23
5. (Other) 11
6. | Paid Advertising 8
7 6
8. Email 2

Assisted Conversion Path report
Source: Patel (2012)

Patel (2012) analyzed a B2B client who had 18-24-month buying cycles and included multiple
campaigns in between. He used the new Multi-Channel Funnel reports in Google Analytics as
they ‘provide marketers with much more detailed insights into the first and last interactions
visitors have with a website before conversion’ (in this case into an enquiry/lead).

Patel tested the new Assisted Conversion and Conversion Path reports in Google Analytics
V5 over a four-week period. Assisted Conversions identify which sources of traffic played a
part (assisted) in converting a visitor (in this case into a lead/enquiry).

The Assisted Conversion Path report revealed the relative importance of different media channels
in influencing conversion.

The different channel types are also explained in Chapter 7.

Having identified the top assists, marketing managers need to analyze the journeys that deliv-
ered these conversions. Google Analytics now shows the Top Conversion Paths which reveal the
history of a series of visits. The Top Conversion Paths report (where visitors make two visits or
more) shown in Figure 3.5 revealed the following:

This report shows the grouped combination of channels which resulted in conversion. For
example, the above report shows that two Direct visits (initial interaction and final interac-
tion) lead to the most conversions (32). Hence the importance of a short, easy-to-remember
URL address, used prominently across all online and offline media. It also suggests that brand
awareness campaigns are working. Patel suggests that ‘If Direct visits [are] not top of the list
for you then maybe you should think about a brand awareness campaign’.

The second most popular conversion path (with 22 conversions) is two visits from non-
branded search terms. Hence the importance of optimizing your web site for keyphrases
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Channel Grouping Path Conversions

4. [ Referral [ Referral ] 13
7. [ Direct [ Direct [ Direct

Figure 3.5 Conversion paths taken when visitors require at least two visits
Source: Patel (2012)

(non-brand name keyphrases to facilitate a search which does not contain your company
name or product names). Note: Patel actually created his own groupings so he could see
‘brand’ and ‘non-brand’ search terms. The default report does not show this.

Path 5 of Figure 3.5 shows 13 conversions after two interactions (or visits) — the first inter-
action came from a generic (non-branded) search term (which suggests the SEO is working),
while the second visit came from directly inserting the correct URL (which suggests (a) the
content was good enough to make a visitor want to remember the exact URL address; and (b)
the URL was easy to remember).

In Path 25 of the same report (Patel, 2012; see Figure 3.6 overleaf), brand awareness is gen-
erated or enhanced by the content on a social platform. Some time later, the same visitor
searches (using a generic or non-branded term/phrase), sees the brand on the search results
and clicks to land on the site and convert. Who said social and search don’t go hand in hand?

Social sites do help to keep the brand front of mind (i.e. in the ‘considered set’ of possible
brand choices). The transparency of social sites should be reassuring, while the content (and
transparent comments/discussions around the brand) can win trust.

It is worth remembering two things when using Multi-Channel Funnels analysis (Top Paths
Analysis): (1) always set up your analytics to separate visitors who search using generic
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25. Non Branded Term 2

36. [ Social Network [ Social Network [ Referral Branded Term 1

Figure 3.6 Social and search go together
Source: Patel (2012)

terms from those who search using your brand name; and (2) remember that although
these reports give an insight, they do not give a completely accurate analysis as all of this is
cookie-dependent, and many visitors use several different devices (each device being counted
as a new visitor) and some visitors’ systems delete cookies, so each visit will trigger a new
cookie, suggesting a new visitor rather than a returning visitor.

Figure 3.7 provides another way of looking at the different journeys customers take when
hiring an Avis car (adapted from Paget, 2011).

Note: if customer journeys are relatively simple and most visitors are converting on the
first visit, then attribution modelling is not necessary. As a rule of thumb, if more than
three-quarters of your visitors convert on a single visit, then attribution modelling (or Multi-
Channel Funnelling) is less important.

Email
(holiday offer?)

Y Y

Google: Google: Google: Google: Google
'Car hire’ 'Avis’ ‘car rental France’ Holiday site 'Avis Paris’
l Y l Y l
Select Natural Select Avis Select Ad word
Affiliate 1 search? aggregator/ Banner ad 'Avis Paris’ Land
Kelkoo on Affiliate site
Link to Link to Link to Link to Link to
Auvis site Auvis site Auvis site Auvis site Auvis site

Visits to car rental site:
15-day buy cycle

Figure 3.7 Avis Car customer journeys
Source: Adapted from Paget (2011)
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Note: ‘view-throughs’ (where someone sees a display ad but doesn’t click on it) can be
included through ad-serving systems (but not Google Analytics).

Consider now an even more complex purchase path for a higher-value, more considered pur-
chase with a longer purchase path (Figure 3.8). Center Parcs Holidays incidentally see their
customers migrating online (70 per cent of bookings are made online compared to 20 per cent
back in 2008). Their customers tend to research the holiday carefully. Center Parcs need to
decide whether to use more expensive generic keywords to help the final conversion. Sixty
days’ worth of data were analyzed to see how different channels performed. Each channel con-
tribution was reviewed and credit given where it was due. The system attempts to give some
credit (for an assist) to various channels; e.g. 50 per cent credit is given to a display ad view,
while more credit — say, 60 per cent — is given to a display ad (or PPC) if it has been clicked on.

® 42 per cent clicked on a PPC ad and booked with no other channel involved in the booking
® 52.1 per cent clicked on an organic search, then on a PPC ad and made a booking

® 4.8 per cent viewed a display ad and then clicked on a PPC ad and made a booking.
In this case, a more detailed review of attribution is warranted.
The analysis can go onto the next level to consider the optimum sequence of media.

See this excellent visualization (Figure 3.9) presented by Media Vest (MVi) agency at the
ad:tech conference way back in 2006 for a travel client, showing that brands with large
budgets have been using this approach for some time (Chaffey, 2010).

D = display banner ad
S = paid search (PPC)
X = aggregator (or comparison site like Kelkoo)

This revealed that the highest conversions occurred when customers either:

® [DS] saw a display ad and went to the site (or was it a ‘view-through’?); subsequently saw
a paid search ad and went to the site (for a second time?) and converted

Figure 3.8 Number of % of Exposures
exposures required before
conversion

Source: Center Parcs case study
by Ignition One Research (2010)
1 One exposure

B Two exposures
1 Three exposures
B Four exposures
B Five+ exposures
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Channels Sequence % Conversions Channel Allocation
DS 34.01%
SD 20.98%
(o)
2 )S()s( 333;‘: 74.75%
DX 2.24%
XD 1.83%
DSD 7.74%
SDS 5.30%
SXS 3.05%
3 DXD 1.02% 18.53%
DXS 0.81%
XSX 0.41%
SDX 0.20%
SDSD 1.63%
DSDS 1.43%
DXDX 0.41%
DSDX 0.20% .
4 DSXD 0.20% 4.48%
DXDS 0.20%
DXSD 0.20%
SDSX 0.20%
DSDSD 1.02% o
> SDSDS 0.41% 1.43%
DSDSDS 0.20%
6 SDSDSD 0.20% 0.61%
SDSDXS 0.20%
7 DSDSDSD 0.20% 0.20%

Figure 3.9 Sequence of media

® [SD] saw a paid search ad which took them to the site; subsequently saw a banner ad and
went to the site and converted.

This analysis identifies how display ads might prompt a later search. The old ‘last click wins’
omits these insights.

A further analysis will also look at the latency or interval between visits. Ultimately, digital
marketing can drill down to very granular details to isolate and identify which channels (or
tools) are performing. Now consider how communications models actually work on the end
user.

DIGITAL MARKETING CHECKLIST - YOUR ONLINE TRACKING CAPABILITIES
Here is a checklist to assess your tracking capabilities:

Q1 Do you have unified tracking across all media?

¥ What high-level reporting do you have that enables you to compare cost (CPA), value
(ROI, ROAS or LTV) and conversion across all media?
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Q2

Q3

Q4

Q5

VI What granularity do you have; i.e. how far can you break down by?
o Media, by referrer type
o Category or product(s) initially purchased

o Customer type (e.g. size of business/consumer, value or purchase activity over
different time periods/lifecycle stages)

o Paid and natural search keyphrases — can these be tracked down to campaign, ad group
and triggering keyword level in each search network, and can these be compared to
actual search terms entered by visitors?

How do you attribute sales to referring media? Do you use:
Last referrer
First referrer
Weighted mix between the two — especially paid search

Have you successfully removed duplication through using common tagging codes?

NNENENEN

Do you analyze the halo effect of combined media/channel impressions?

How well do you understand your sales cycle?

That is, what analysis have you done on sequence and consideration period for searches
or affiliate referrals based on ‘cookied’ visitors; i.e. do you understand this pattern?

Which cut-off point do you use to assess contributions from different media such as
display ads? Usually, a period of 30 days is a standard for a product like a holiday, but it
could be shorter for books or CDs, for example.

Do you assess traffic quality on types of value events (other than sales)?

This is a detailed insight to identify opportunities for further improvement to media
and sites — it can be argued that it is irrelevant if the Cost Per Acquisition is too high. A
simpler approach is bounce rates by media type; i.e. percentage of visitors progressing
beyond the first page.

Have you checked the accuracy of your campaign management systems?

Campaigns will be tracked by different sources such as page-tags on a web analytics system,
tags on a campaign management system, ad-serving systems or log files. Differences
between these should be assessed and minimized although different data collection will
likely always generate discrepancies. The important aspect is to make tracking consistent
through time. Tag position on the page can be important and if a page is slow to load,
then this may not be registered as a click in the analytics system, although the ad-serving
system has recorded it. Tags may just be plain wrong through human error, so this also
needs to be checked.
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DIGITAL MARKETING INSIGHT

The display ad halo effect - what do online site visitors do when they see an ad?

Clickthrough rates on ads tend to be very low, with most compilations showing response
rates well below 1 per cent. This phenomenon is known as banner blindness. This phe-
nomenon is well known and we consider how to counter it in Chapters 6 and 7, but it
is worth considering that not everyone who sees an ad clicks — this is the halo effect.

SECTION SUMMARY 3.4

Attribution models

New tracking models using tracking and analytics ensure that online media spend is allocated
to media which are influencing sales. You need to plan to gain a single de-duplicated unified
view of all digital referrers. Once this has been achieved, the next challenge is working out
how the combination of digital media to which consumers have been exposed impacts on
sales.

3.5 Communications models

This section primarily explores how multi-stage communications models are moving into web-
based community communications models. Brief reference is also made to other communica-
tions models including viral marketing, affiliate marketing and permission-based marketing.

In the last millennium, mass communications models were popular — with a simple model

showing the sender (marketer) sending a message directly to the customer:

S C

Sender Customer (mass audience)

Y

Then opinion leaders and opinion formers were identified as important elements in commu-
nications models. So they were targeted to help encourage word-of-mouth spread. Here the
sender sends a message and some of it goes directly to the customer and some is picked up
by opinion formers who subsequently pass the message on to customers.

S oL > C
Sender Opinion leader Customer

Y

Add in some feedback and interaction and you’ve got conversations, with the arrows also
indicating flowbacks to the sender and other customers - a trialogue:

S < < C
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Harnessing the trialogue

Walmsley (2007) believes that the main impact of media was not to find new ways to
connect brands to consumers as originally anticipated, but in connecting those con-
sumers, or ‘people’ as they like to be called, to each other. So, the age of trialogue has
arrived and brands need to reinterpret themselves as facilitators.

Walmsley believes that this trialogue will influence every aspect of marketing from
product design through to product recommendation. An example where product
design is influenced is Threadless (www.threadless.com), the online t-shirt store, which
only carries designs its users have uploaded, and manufactures only those that get a
critical mass of votes.

The potency of trialogue derives from the opportunity that brands now have to talk to
people, but also to be a small part of billions of their conversations. This is the point
where user-generated content meets brands — an area fraught with difficulty for the
unwary, yet rich with opportunity for the creative (see Section 3.10 on the Ladder of
Engagement).

Think about who are the opinion formers and opinion leaders in your marketplace. Separate
online from offline influencers. They may include business leaders, celebrity users, jour-
nalists, public speakers, consultants, professional bodies and awards, influential networks,
accrediting bodies, chat-room moderators, news groups, etc. Word of mouth works much
more quickly online than offline.

Now comes the interesting bit. With the Internet came the easier facilitation of customer
communities — where customers talk to each other (C2C) and back to the company (C2B)
and also back to opinion formers and influencers. And now brands can encourage customers
to write reviews which, ultimately, help other customers (see Section 3.7 on buying models
for more on accelerating reviews).

The flow of communications eventually becomes like a web of communications between
customers and opinion leaders — all built around the brand. The company facilitates these
conversations. In doing so, it keeps close to customers as it can look and listen to what’s
being said. It can also communicate easily with the customers and ultimately develop strong
relationships. News groups, blogs, Facebook pages, discussion rooms (hosted by the brand)
discuss the brand, its applications, problems, issues, ideas, improvements and a broader array
of topics linked with some of the brand values. In a sense, a web of conversations is being
spun around the brand (see Figure 3.10).

Referrals are part of C2C and eventually C2B as the referred customer contacts the business.
Viral marketing is an extension of this C2C (consumer-to-consumer) or P2P (peer-to-peer)
model where customers pass the message on. This is accelerated word of mouth. Clever,
creative messages with interesting ideas, amazing images, special offers, announcements and
invitations are good for viral marketing.
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A web of conversations — accelerating word of mouth [C = customer; OL = opinion
leader]

Affiliate marketing also spreads awareness of a brand amongst a community of relevant cus-
tomers, who in turn talk to each other and can spread ordinary or clever viral messages within
their own communities.

Implicit in all of these communications models is permission-based marketing. In this time-
compressed, information-cluttered world, customers resent unsolicited SPAM. E-marketers
must get permission to send messages. If the customer agrees, a message is eventually sent.
There is more on permission-based marketing in Chapter 8.

All the models are changing. None more so than advertising. Advertising agencies are
confronted by another big shift in their communications models. They have to move from
‘getting attention’ to ‘giving attention’. This presents new challenges to agencies used to
winning attention and creating brand awareness. Now, when visitors land on the brand’s
site, it is the brand that must pay attention. And they are starting to, courtesy of Facebook’s
Open Graph, which effectively lets brands present visitors with information tailored to
their specific interests. New sites and apps are now sharing information from Facebook
about users so that they can tailor offers, features and services to each individual’s inter-
ests and tastes (as determined by whatever information that individual has made public on
Facebook) — even if that individual has never visited that particular site before. For example,
participating web sites like www.CNN.com will display tailored information, goods and ser-
vices relevant to a particular visitor’s specific interests — without the visitor even having to
sign in at that web site or provide it with any information (as long as the visitor is signed
into Facebook). ‘Companies from Eventbrite to TripAdvisor to Amazon’s Diapers.com to
The New York Times have used the Open Graph to recommend everything from concerts to
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news articles and vacation destinations based on what users’ Facebook friends are liking and
sharing’ (Halligan, 2011).

Test thousands of messages to optimize

To make the most of the advertising opportunities on social media, marketers must
take this targeting to the extreme ... Create custom messaging for as many differ-
ent target groups as feasible, get really granular and test enough variations, ideally
thousands, to properly optimise your campaign.

(Manning, 2012)

Lexus created over 1,000 different video ads for a Facebook ad campaign, targeting over 600
segments, serving almost 4,000 ads, to reach 11 million potential buyers and thus generated
315% Higher Completed Video View Rate + 1,673% Higher Engagement Rate (see Chapter 7
on traffic building).

After that, marketers can tailor their messages and offers in a more optimized way, having
discovered what works best for different types of customer group. Note that many bro-
chure-ware sites do not take full advantage of the online opportunities and merely use the
web to replicate other media channels by delivering a uniform message to all web site visitors.

Ads tracking you down! Targeting individuals in companies

If we are in a sales cycle with a large company there will be multiple decision

makers, but our sales rep may only be talking to one of them - the others

might be hard to find. We might run a Facebook or LinkedIn campaign tar-

geting employees of that company to ensure our brand message reachl[es]
everyone involved in the sales cycle.

(Joe Chernov, vice-president, content marketing,

Eloqua, cited in Manning, 2012)

Ads tracking you down! Targeting individuals going for lunch

It is possible to mine real-time conversations. If McDonald'’s sees that you tagged it in
a post (‘going to McDonald’s for lunch’), it can offer you coupons before you arrive.
This is where Facebook’s potential dominance becomes obvious — the ability to mine
the real-time conversations of more than 750 million users is not really available on any
other platform (for a while, Facebook has been testing ads based on real-time posts)
(Slutsky, 2011).

Note: once audiences paid for the media which carried the ads; today many marketers
pay the audience for consuming the media with incentives such as free phones if they
accept ads.
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Internet medium
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Figure 3.11 The differences between one-to-many and one-to-one communications online. S, the
sender (the marketer) sends a message (M) to customers (C). (a) Old communications model (one-to-
many); (b) one-to-one communications online; (c) many-to-many communications online

Source: Adapted from Chaffey et al. (2003)

Learn about some very sophisticated data driven Location-based Ad campaigns in
Chapter 7.

SECTION SUMMARY 3.5
Communications models

This section explored how multi-stage communications models are moving into web-based
community communications models offering tailored messages targeted to specific groups
and even individuals. Brief reference was also made to other communications models includ-
ing viral marketing, affiliate marketing and permission-based marketing. New models bring
new opportunities.
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This section is a short one and leads you into the next chapter on digital customers by raising
more questions than answers about online information processing.

There are many models for information processing, some so complex that they render them-
selves relatively useless in terms of practical application. We are going to look briefly at two
of the more practical information processing models — one for display ads and one for web
sites.

Consider first, Rossiter and Bellman (1999) developed the ALEA model that describes the
online advertising experience as a process whereby attention is gained, followed by learning.
If the consumer’s emotional responses to the ad content are positively or negatively rein-
forced, further attention may be paid to the ad and further learning may take place until the
brand’s attributes are accepted.

This ALEA model (Attention, Learning, Emotional Responses, Acceptance) is a ‘heterarchy’
of possible responses and does not specify a definitive sequence except that (1) attention
must precede learning and emotional responses; and (2) learning and emotional responses
must precede acceptance.

Rossiter and Bellman (1999) hypothesize that sustained attention is directly related to the
evaluative intensity of the consumer’s emotional response to a content node encountered
during a visit to a web ad.

They also theorize that brand attitude will be directly affected by the appropriateness of
the sequence of emotions encountered during a visit to an online advertisement and by the
appropriateness of the final emotion experienced. Furthermore, they propose that consumers
with a high-category need tend to process the online ad linearly in a ‘hierarchy of effects’
sequence (a logical pattern of pages), while those with a low-category need should process
fewer pages of the site in a random order.

By contrast, Hofacker’s model (2001; see Chapter 4, Section 4.5 for more detail) has five
stages of information processing which can be used to review the effectiveness of an ad or a
promotional container, or the overall page template layout on a site:

1 Exposure. Is the message there long enough for a customer?

2 Attention. What grabs the attention - movement, colour . . . ?

3 Comprehension and perception. How does the customer interpret the stimulus?
4 Yielding and acceptance. Is the information accepted by the customer?

5 Retention. How well can the customer recall their experience?

Each stage acts as a hurdle, since if the site design or content is too difficult to process, the
customer cannot progress to the next stage. The e-marketer fails.

A final thought on the difficulty of grabbing a customer’s attention. An interesting social
experiment about perception, taste and the priorities of people was carried out by the
Washington Post (Weingarten, 2007; see Figure 3.12).
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The following extract by Nonnenmocher (2012) is a blog post that paraphrases the
original article.

A man sat at a metro station in Washington, DC and started to play the
violin; it was a cold January morning. He played six Bach pieces for about 45
minutes. 1,100 people went through the station during this time . . .

Three minutes went by, and a middle aged man noticed there was [a] musi-
cian playing. He slowed his pace, and stopped for a few seconds, and then
hurried up to meet his schedule. A minute later, the violinist received his
first dollar tip: a woman threw the money in the till and without stopping,
and continued to walk. A few minutes later, someone leaned against the
wall to listen to him, but the man looked at his watch and started to walk
again. Clearly he was late for work.

The one who paid the most attention was a 3-year-old boy. His mother
tagged him along, hurried, but the kid stopped to look at the violinist.
Finally, the mother pushed hard, and the child continued to walk, turning
his head all the time. This action was repeated by several other children. All
the parents, without exception, forced them to move on.

People rush past one of the world's greatest violinists as they screen out
information in their busy lives

Source: The Washington Post/Getty Images
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In the 45 minutes the musician played, only 6 people stopped and stayed
for a while. About 20 gave him money, but continued to walk [at] their
normal pace. He collected $32. When he finished playing and silence took
over, no one noticed it. No one applauded, nor was there any recognition.

The violinist was Joshua Bell, one of the most talented musicians in the
world. He had just played one of the most intricate pieces ever written, on
a violin worth $3.5 million dollars.

Two days before his playing in the subway, Joshua Bell sold out at a theatre
in Boston where the seats averaged $100.

This is a real story. Joshua Bell playing incognito in the metro station was
organized by the Washington Post. The outlines were: in a commonplace
environment at an inappropriate hour: Do we perceive beauty? Do we stop
to appreciate it? Do we recognize the talent in an unexpected context?

One of the possible conclusions from this experience could be: If we do not
have a moment to stop and listen to one of the best musicians in the world
playing the best music ever written, how many other things are we missing?

(Nonnenmocher, 2012)

A final note: Marketers and advertisers and ad agencies and data analytics companies
are responding to the changing market, where customers screen out even high quality
content (like the world class violinist); a market where customers’ attention span is only
seconds; a world here customers only allow ads in if they are highly relevant to them at
that particular time and place.

Customer information processing models

Understanding how customers process information helps marketers to communicate more
clearly. We have looked at models by Rossiter and Bellman for banner ads and also Hofacker
for web sites.

What goes through a customer’s mind moments before they purchase? What stages do they
go through when making a purchase? To sell, you have to know how and why people buy. By
the end of this section, you will be able to select and draw a suitable buying model for online
customers.

The choice of model obviously depends on the type of purchase and the type of buyer. We
are going to consider an online consumer making a purchase. We will consider two different
purchasing scenarios — one for a high-involvement purchase (e.g. a car or a smartphone) and one
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for a low-involvement routine purchase (e.g. a can of cola). Chapter 4 on digital customers
considers these in much more detail. In this short section, we’ll outline the models in action.

For a high-involvement purchase like a car, customers go through a rigorous buying process
from: problem identification to information search to evaluation to decision to buy through
to post-purchase. It is worth noting that the purchase of the product is just part of the life-
time marketing process; i.e. purchase moves into post-purchase activities such as gather-
ing reviews, ratings and encouraging sharing of the experience, followed by regular relevant
contact to ensure repeat purchasing.

As we will see (Chapter 4, Section 4.6 goes into this in much more detail), a good web site
(and/or good ads and recommendations) help buyers move through all, or most, of these
stages in the buying process. Some buyers prefer to browse online and buy offline (or just test
drive), while others prefer to test, browse and buy online.

The introductory chapter emphasized the importance of being able to offer this mixed mode of
online and offline sales. The integrated database and integrated communications should be
able to identify prospects online and close sales offline, even if it means delivering a test-drive
car to the door. Surprisingly, many businesses are still struggling to integrate their databases.

This model applies to both B2C high involvement purchases and also B2B if you add in one
extra step — ‘invitation to tender’. When a B2B buyer moves into ‘Information Search’ mode
they are finalizing the selection of possible tenderers invited to pitch for the business. So
you've either got to be on the radar at that stage (be known to the buyer beforehand) or

Problem identification

Information search

Evaluation

Decision

Action
Buy/

Post-
purchase

A high involvement purchase
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certainly get known as soon as they start searching (hence content marketing and SEO play
important roles here).

It is worth noting, regardless of B2B or B2C, the buying models are changing. The ‘Butterfly
Effect’ is emerging where buyers dip in and out of the buying process. It is not a linear
sequence of stages. Buyers can dip into, say, customer reviews for five minutes when they
have time.

If you think the sales funnel is dead
If you think the sales funnel is dead, you've mistaken tactics for strategy.

Reports of the death of the sales funnel are greatly exaggerated. Consumers might be
bombarded by media and marketing from all angles, but marketers must still under-
stand how to influence their journeys towards a purchase.

Here's John's journey when buying a new coffee machine:

John first describes realizing that the weird noises and less-than-perfect coffee emanat-
ing from his coffee maker mean he might need a replacement. Next, he searches online
for ‘best coffee makers’ and, as a result, on the way home that evening is greeted by
targeted mobile ads for coffee makers during his commute. That weekend he heads into
a store to check out the options in person but is deluged with online coupons sent to
his phone offering various deals. He decides on a brand and opts to order the machine
online for a better price. That evening, once home, he places his order on his laptop.

Awareness — that he had the need for a new product.

Information search stage.

He formulated his preference based on product, price and some promotional offers.
(At the end of the preference stage) he went home and made the purchase.

The only step missing is his post-purchase reactions to his new machine (yet).
(Ritson, 2016)

The average car purchased today follows as few as 1.6 customer visits to car dealerships com-
pared to the average of five customer visits to car dealerships ten years ago says Sean O’Neill
(2015).

So although the sales funnel is still intact, it is not quite so linear as the ‘Butterfly Effect’
impacts the buying process. Brian Solis suggests that the whole buying process has become
what he calls the Dynamic Customer Journey.
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Figure 3.14 Altimeter’s Dynamic Customer Journey
Source: Solis (2016)

Solis suggests that this is how the connected customer moves through the buying process
today. It is similar to the traditional sales funnel as it moves through awareness, consideration
and evaluation. However, this model allows for shallow and deep dives (when searching for
information) and introduces ‘bridges between customers and shared experiences in every
moment of truth’. At the heart of this model is the ‘influence loop’. This means that con-
nected customers search for other people’s opinions about their customer experience (CX)
from your product or service. They ‘seek validation from someone like them’. Figure 13.14
shows the Dynamic Customer Journey (Solis, 2016).

LOW-INVOLVEMENT PURCHASES

Obviously, not all purchases require this much effort. There are many, many low-involvement
purchases that we make every day, which do not warrant this kind of effort. Despite being
almost 100 years old, and criticized by some, the AIDA model of attention (awareness), inter-
est, desire and action is still used by many professionals.

There are many buying models, such as ATR or awareness, trial and reinforcement, which
generate awareness, facilitate an easy trial and then reinforce it with advertising from then
on. There are many adaptations which web sites can use. The Tektronix Learn-Buy-Use
model shows how this approach can be used to deliver relevant content that supports sales
and branding objectives.
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DIGITAL MARKETING EXCELLENCE

Tektronix extends the ATR model

A business-to-business example of a high-involvement purchase is illustrated by
test-and-measurement provider company Tektronix (www.tektronix.com), using a
web microsite to support its e-business suite. It uses the approach shown in Figure
3.15. The site’s online value proposition used to deliver this experience centres on a
resource centre known as myTek which enables relevant content to be delivered by
email throughout the customer lifecycle.

Unaware Aware Interest Research = Consider ~Purchase  Install Support Upsell Loyalty

A A A A A A A A A

Learn Buy Use
LEARN about test and measurement Decide which product(s) to BUY, Determine how to USE or upgrade a
concepts/techniques and how to buy them product | already own

Figure 3.15 Model used to design content and services for the Tektronix web site
Copyright © Tektronix. All rights reserved. Reprinted with permission.

Increasingly today, reviews lie at the heart of any high-involvement buying model. Based on more than
1 million product page visits, research by Reevoo suggests that increases in the number of reviews have
a direct correlation with increases in sales. High volumes of reviews seem to make the scores you
show more trustworthy. Reviews equal ‘trust and social proof” which are important during
the ‘Research, Consider and Purchase’ stages.

How reviews bump up conversions

Figure 3.14 shows that increasing reviews from zero reviews to 50 reviews can increase sales
conversions from 2 per cent to 4 per cent (or even going from zero to ten reviews can increase
conversions from 2 per cent to 3 per cent).

Brands should consider the buying process as ongoing. Therefore ‘Purchase’ is just one stage
in the ongoing buying process. Securing reviews should be added as another component in the
buying model. Improving your post-purchase follow-up emails is one place to start. Actively
soliciting reviews generates vital customer feedback, nurtures brand loyalty and encourages
other prospective buyers to buy your product or service.

Figure 3.17 shows that without actively encouraging reviews, occasional negative reviews can
give a skewed view of a product or service which often destroys trust and confidence. Poorly
managed reviews can misrepresent a brand, as it often only takes just one or two negative
reviews created by competitors or a negative customer to reduce sales conversions significantly.

Figure 3.18 shows that accumulating more reviews can reduce doubt and increase sales
conversions. See more on Fears, Uncertainties and Doubts (FUDS) in Chapter 4 on digital
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customers. Note customers’ shrinking attention spans and multitasking mean messages have
to be short and relevant to have a chance of getting through. See Chapter 4 for more on
information processing. So the actual purchase of a product or service is not the end of the
marketing process, but rather it is literally in the middle of the buying model.

Customer buying models

Online marketers must check to see that their online activities (web sites, kiosks or other
e-tools) accommodate all the stages of the buyer’s buying process — whether linear problem
solving, AIDA, ATR or others.

Are you loyal to a brand online? Why — what makes you loyal? By the end of this section, you
will know the components of loyalty.

We know that repeat business is, on average, five times more profitable than new business.
On the other hand, low loyalty has a high cost as constantly recruiting new customers is
expensive.

You need to identify and target your ideal customers and then move them up the Ladder of
Loyalty (Considine and Murray, 1981) and a proportion of them up the Ladder of Engagement
(Smith and Zook, 2016 — see Chapter 3, Section 3.10 for more) so that they become loyal
lifetime customers who also spend more of their ‘share of wallet’ with you on an extended
product portfolio if the brand loyalty is sufficiently strong, as in the case of Tesco. In fact,
move customers on to becoming advocates spreading your message. So how do you develop
loyalty and strong relations with customers? Quality product, quality service and quality
sites are basic prerequisites. In fact, satisfying customers should be replaced by delighting
customers, since many satisfied customers still defect. On top of this, we are getting worse
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at customer service (Cerasale and Stone, 2004; Rezab, 2011 - see also Chapter 8 on cus-
tomer relationship management (CRM)). After this comes privacy and security. Respect
and protect your customers’ privacy. Ensure and reassure them of security. Add value to the
relationship and reinforce brand values at every opportunity. Integrate your products and
services into your customers’ systems. Extend the partnership and share systems — this pro-
vides a certain amount of ‘lock-in” where customers avoid the disruption caused by changing
suppliers.

Going back to ‘added value’, rewarding customers is one way of adding value to the rela-
tionship. There are a number of innovative approaches emerging to reward and encour-
age online customer loyalty. All involve the visitor being offered some form of reward for
buying. Rewards may take a number of different forms; e.g. credits, click miles. Remember
there’s always room for creativity. Take the Coca-Cola auction. Coca-Cola has amalgamated
the loyalty notion with the auction model. In the physical world, the potential bidder col-
lects Coke can ring pulls; once registered, these can be used to bid for a range of products.
Vouchers are another method - visitors to www.richersounds.co.uk can print a ‘buy one, get
one free’ voucher and then visit the store to redeem it. This approach can be used to increase
sales and enhance the value of a site by increasing and retaining the user base.

It is important to explore ways to develop a loyal online customer base. Evidence suggests
that site users return to their favourite group of sites, similar to their favourite store, as over
time, customers tend to consolidate the number of sites they visit. Many emerging pure play
companies are relying on the growth of their user base rather than the growth of loyalty
among their existing user base. This has yet to be proven as a sound strategic approach —
many companies following this approach have closed as funding has ceased to be availa-
ble. Eventually, repeat business, lifetime loyalty and relationship marketing will separate the
winners from the losers. Loyalty is so important that it pops up in every chapter of this book.
Chapter 8 addresses CRM in much more detail.

The IDIC loyalty model

Peppers and Rogers (1997) have applied their classic work on building one-to-one rela-
tionships with the customer to the web. They suggest the IDIC approach as a frame-
work for using the web effectively to form and build relationships. IDIC stands for:

Customer identification. This stresses the need to identify each customer on their
first visit and subsequent visits. Common methods for identification are the use of
cookies or asking a customer to log on to a site.

Customer differentiation. This refers to building a profile to help segment customers.
Characteristics for differentiating customers are described in Section 4.9.

Customer interaction. These are interactions provided on-site such as customer-
service questions or creating a tailored product.
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4 Customer communications. This refers to personalization or mass-customization of
content or emails according to the segmentation achieved at the acquisition stage.
Approaches for personalization are explained in Section 8.6.

ACHIEVING CUSTOMER ADVOCACY AND NET PROMOTER SCORE

Advocacy is another key aspect of loyalty; some argue it is the ultimate measure, with the
answer to the ultimate question ‘Would you recommend us?’ needing to be ‘Yes’ for as many
of your customers as possible. The importance of assessing advocacy and putting in place
structures to support it have been highlighted in the concept of the Net Promoter Score which
has been advocated by Reicheld (2006). This is based on economic analysis of the customer
base of a company. For Dell, reports estimate that the average consumer is worth US$210
(five-year Net Present Value), whereas a detractor costs the company US$57 and a promoter
generates US$328. See Chapter 10, Section 10.7 on control for examples of the value of a
‘like’ or a ‘share’. The value of promoters is generated by positive word of mouth and they
also naturally have higher retention and spend rates. At the same time, the influence of
detractors needs to be assessed since they can create negative word of mouth.

Think about how the Net Promoter Score concept applies online. In this chapter, we have
seen the increasing importance of social networks and these provide a platform for both
promoters and detractors. Brands need to think about how they facilitate promotion within
the web environment and manage the comments of detractors. An example of the type of
problem that can occur is indicated by the Land Rover car brand - a search for this marque
shows the message ‘DO NOT PURCHASE a Land Rover Discovery 3 — you will live to regret it if you
have a similar experience to me as countless other owners have too’ in the natural listings, thanks to
a critical posting on a forum.

On a positive note, there is a lot a site owner can do to facilitate advocacy within their site:
check out our checklist of ideas to consider how to influence and manage online advocacy.

DIGITAL MARKETING CHECKLIST - INFLUENCING AND MANAGING
ADVOCACY ONLINE

Facilitating online advocacy:

V] Page template contains ‘forward/recommend to a friend’, ‘share’, ‘like’ and ‘comment’
options.

V! Email has ‘forward to a friend” option.

VI Enable customer feedback and showcase positive experiences; e-retail sites contain
options for rating and commenting on products (see Reevoo.com).

VI Business sites have prominent testimonial and case study sections with pull-outs featur-
ing customer success stories.

V] Sites indicate ‘wisdom of crowd’ through showcasing top-selling products or most-read
and commented-on features.
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¥ Involve customers more in shaping your web services and core product offerings.

Managing online detractors:

¥ Use online reputation management tools (www.davechaffey.com/online-reputation-man

agement-tools) for notification of negative (and positive) comments.

¥ Develop a process and identify resources for rapidly responding to negative comments
using a natural and open approach.

vVl Assess and manage the influence of negative comments within the natural listings of
search engines.

W Practise fundamental marketing principles of listening to customer comments about
products and services and aim to rectify them to win back the situation!

Loyalty models

Quality product, quality service and quality sites are basic prerequisites to achieve online cus-
tomer loyalty. Reward schemes can also be used to enhance loyalty. A plan is needed to facili-
tate and leverage the comments of advocates and manage negative comments by detractors.

In Chapter 6, we will explore frameworks to help manage different aspects of digital market-
ing. In this chapter, we will look at models showing the power of the network effect or social
graph. Take a target audience of 20 people. Here’s how Lilley (2007) calculates how many
messages can spread around, depending on what media is being used.

® A broadcast network is based on a ‘one to many’ model (e.g. TV advertising). It is called
a Sarnoff network (after David Sarnoff, the broadcasting legend). A hypothetical Sarnoff
network with 20 viewers has a score of 20. The network score is simply the number of
nodes (audience members) = 20.

® A telephone and email network is based on a ‘many to each other’ model. It is called a Metcalfe
network (after Bob Metcalfe, one of the inventors of the Ethernet). This communications
model allows everyone to contact each other. Because everyone can call each other, the
total possible number of calls or emails is 20 squared, or 400. This is potentially much
more powerful for communicating messages among people than a Sarnoff network. The
network score is node to the power of 2 or 20 = 400.

® A social network is an ‘immensely more powerful category of network’ based on a ‘many
belong to numerous networks’ model. It is called a Reed network (after David Reed,
who observed that people in social situations belong to more than just one network). The
possible value of a Reed network is 2 to the power of the number of nodes on the network.
Take the same group of 20 people in a social situation, whether virtual or real. This gener-
ates a network score of 220 = 1,000,000+ (1,048,576!).
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Moving from a broadcast network to a telephone/email network, even if only 10 per cent of
the people pass the message on (maybe a special offer, or perhaps a criticism), it still means
that 40 messages will be sent around. This is twice as powerful as the TV network, which
only had a possible total of 20 messages being received. Moving on to the Reed network
(social media network), if 10 per cent spread the message, that generates 100,000+ possible
messages that can be received. Or, even if only one-tenth of 1 per cent pass the message on,
it would still generate 1,000+ messages, which is 50 times more powerful than the old TV
model with just 20 messages.

Now consider just one social network, LinkedIn, which is sometimes referred to as Facebook
for businesspeople. It is a powerful tool. Once registered (which is free), businesspeo-
ple start connecting with other businesspeople, effectively building their own networks. If
an individual has, say, even just 170 connections (contacts), LinkedIn calculates that the
individual becomes part of a network of approximately 3 million people (Smith and Zook,
2011).

Remember, social media has grown so rapidly because we are social animals. We like to
communicate, be part of a community, interact with each other. So when someone was clever
enough to come up with a way to let all your friends know when you discover a new band or
see a great movie with just one click, then it simply had to be a huge success. It facilitates a
fundamental need for communicating.

While Web 2.0 was about social media, community participation, user-generated content,
ratings, interaction, liking, sharing and data exchange, no one is 100 per cent clear what
comes next. It is probably going to be more immersive, virtual, 3D and with far more intel-
ligent recommendations and tailored relevant content, syndicated content, data feeds, data
exchange between networks and automated decisions. The Internet of Things (IoT) will
connect everything via sensors, tiny chips and wireless connections. Intelligent bots will be
helping us more whether in the real world or virtual worlds.

There will be increased use of semantic markup leading to the semantic web envisioned
by Tim Berners-Lee in 2001. It seems semantic markup will be needed to develop artificial
intelligence applications which recommend content and services to web users without them
actively having to seek them and apply their own judgement as to the best products and
brands (i.e. an automated shopping comparison service) (as suggested by the use of stand-
ardized data feeds between shopping comparison sites and Google Base).

This represents the Holy Grail where we have a ‘web that thinks like you’, as it has been
described. More immersive customer experiences may increase. The semantic web may
combine virtual worlds (including augmented reality) with intelligent systems, creating
whole new opportunities for those who embrace the technology. The University of Tokyo
already has perfect virtual rain that looks like and probably feels like water dropping on to a
surface (as you insert your hand into projected data images).
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Nielsen's 90-9-1 rule of participation inequality: encouraging more users
to contribute

Encouraging online community participation is a challenge, since the majority of visitors
to a community lurk or don't participate. Usability expert Jakob Nielsen (2006) gives
examples of participation on Wikipedia (just 0.2 per cent of visitors are active) and
Amazon (fewer than 1 per cent post reviews). He says that ‘in most online communities,
90% of users are lurkers who never contribute, 9% of users contribute a little, and 1%
of users account for almost all the action’.

He explains:

90% of users are lurkers (i.e., read or observe, but don’t contribute).
9% of users contribute from time to time, but other priorities dominate their time.

1% of users participate a lot and account for most contributions: it can seem as if they
don’t have lives because they often post just minutes after whatever event they're
commenting on occurs.

While it isn't possible for a site to turn around this distortion completely, he does
describe some strategies. First, there should be easy methods for a visitor to contribute,
clicking a rating or commenting without registering. Second, automate contributions,
but show related recommendations or most-read articles. Third, provide templates.
Fourth, reward users by giving them accolades for contribution and, finally, promote
participation through design or featuring top reviewers.

Microsoft digital advertising solutions

This is classic Microsoft but, like a lot of marketing, the basics stay the same approxi-
mately ten years later:

Guidelines for advertisers in social networks

With the tremendous increase in social networks over the past few years, there are now
many opportunities for advertising within social networks either through buying ad
space, or — more interestingly — creating brand space, brand channels or widgets that
enable consumers to interact with or promote a brand. The digital advertising part of
Microsoft recommends these approaches for interacting with consumers in this space
(Microsoft, 2007).

Understand consumers’ motivations for using social networks. Ads will be most effec-
tive if they are consistent with the typical life stage of networkers or the topics that
are being discussed.
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Express yourself as a brand. Use the web to show the unique essence of your brand,
but think about how to express a side of the brand that is not normally seen.

Create and maintain good conversations. Advertisers who engage in discussions are
more likely to resonate with the audience, but once conversations are started, they
must be followed through.

Empower participants. Social network users use their space and blogs to express
themselves. Providing content or widgets so they can associate themselves with
a brand may be appealing. For example, in the first six months from the launch
of charity donation widgets, 20,000 were used online and they became one of the
biggest referrers to the JustGiving web site, driving more people to fundraising
pages to make donations (JustGiving, 2009).

Identify online brand advocates. Use reputation management tools to identify influ-
ential social network members who are already brand advocates. Approach the most
significant ones directly. Consider using contextual advertising such as Microsoft
content ads or Google Adsense to display brand messages within their spaces when
brands are discussed.

The golden rule: behave like a social networker

Microsoft recommends this simple fundamental principle which will help content
created by advertisers to resonate with social networkers: behave like the best social
networkers through:

Being creative

Being honest and courteous (ask permission)
Being individual

Being conscious of the audience

Updating regularly.

Metcalfe’s law refers to the power of an interconnected network to enable collaboration and
extend the reach of an organization. It originates from Bob Metcalfe, a co-founder and former
chief executive of networking company 3Com, who said: ‘The power of the network increases
exponentially by the number of computers connected to it. Therefore, every computer added
to the network both uses it as a resource while adding resources in a spiral of increasing value
and choice.’

More succinctly, the value of a network grows by the square of the size of the network. The
bigger the network, the more valuable it is and the more valuable a new member.

The biggest implication of Metcalfe’s law for digital marketing is potentially in the value
created from setting up online communities among your organization’s staff, partners
and customers. For networks set up within companies (intranets) or between partners
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(extranets), Metcalfe’s law suggests that value will be increased the more employees or part-
ners are active users.

Where communities are created as part of a business proposition, the law shows the impor-
tance of supporting the growth of the network through the difficult initial phase until a
‘critical mass’ of participants is achieved. Many communities never make it through this
phase.

Mark Zuckerberg, the founder of Facebook, has used the concept of the social graph to
explain the power of links between people to show the scale of Facebook’s ‘reach’. Facebook
has the largest social graph between individuals and these are now connected across web
sites through the Facebook API (Open Graph). This enables companies like Nike and
Spotify to increase awareness of their services as Facebook Friends see these services being
used.

SECTION SUMMARY 3.9

Social media models

This section explored the power of social media, why it has grown so rapidly and how it
affects customers (namely participation) and what Web 3.0 might bring. To tap into commu-
nities, brands need to plan for more open conversations with consumers, listening carefully
and then responding.

3.10 Social business models and the Ladder of Engagement

The Ladder of Engagement is intended to show how customers can drive the business
(using the new social media culture) through mobilizing customer engagement in a carefully
structured way. This section is mostly reproduced from PR Smith and Ze Zook’s Marketing
Communications: Integrating Offline and Online with Social Media (2011).

CUSTOMER ENGAGEMENT CREATES STRONGER BRANDS AND MORE
ADVOCATES

Marketers who understand and influence customer engagement better than their competitors
are more likely to develop stronger brands and more loyal customers. Engaged customers are
more likely to become brand zealots. Therefore it is important to identify engaged customers
and start a brand ambassador programme to further strengthen the relationship and energize
their word of mouth.

The ideal customer, or most valuable customer, does not have to be someone who buys a
lot. The ideal customer could be an influencer who is a small irregular buyer but who posts
ratings and reviews, as the reviews could influence another 100 people.

Another reason for brands to engage with customers as much as customers engage with
brands is offered by American social media guru, Brian Solis, who says:
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Social media has democratized influence, forever changing the way businesses com-
municate with customers and the way customers affect the decisions of their peers.
With platforms like Twitter, YouTube, and Facebook, anyone can now find and
connect with others who share similar interests, challenges, and beliefs — creating
communities that shape and steer the perception of brands. Without engagement in
these communities, we miss major opportunities to shape our stories.

(Solis, 2010)

The Ladder of Engagement, however, goes far beyond shaping stories and messages as it
ultimately goes through to shaping products, services, processes and even the very way a
business is run.

Monitoring the quantity and frequency of blog posts, comments, forum discussions, reviews
and profile updates helps to identify opportunities and also acts as an early alert system to any
future problems or opportunities. Chapter 6 explains how it’s important to target influencers
or brand evangelists rather than just purchasers. Some companies ask customers to give a
product rating or even post a product review as a standard part of their after-sales contact
strategy. Today, independent review companies like Reevoo.com specialize in helping brands
get more reviews from customers. The more engaged customers actually identify themselves
by their own self-selection (or their decision to write a review).

A customer who doesn’t care about the product is likely to be less committed or less emotion-
ally attached to the brand. On the other hand, a customer who is engaged is likely to be more
emotionally connected to the brand. Marketers need to know about the sentiment, opinion
and affinity a person has towards a brand. This is often expressed through repeat visits, pur-
chases, product ratings, reviews, blogs, discussion forums and, ultimately, their likelihood to
recommend a friend.

Is customer engagement (a) measured and (b) used to improve products, services and pro-
cesses? If not, why not, as it is free customer research (albeit skewed by coming from exist-
ing customers only and ignoring potential new prospects)? It is possible to increase some
customers’ level of engagement by moving them up from giving a product rating, to writing
a product review, to joining a discussion, to suggesting ideas, to screening ideas, to testing
ideas and eventually to buying the ideas when they become products or services. Many of
these will become brand champions, evangelists or brand ambassadors. This is why moving
some customers up the ‘Ladder of Engagement’ is valuable.

If you were paying attention you get the answers to questions you didn't think to ask

When the customer feels that the provider of a brand or a service that
is important to them is engaging with them with some reciprocity, and
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the company is really demonstrating that it is listening, that is inherently
very motivating. People welcome the chance to have a meaningful input
into these products and services. Members have the sense of feeling like
insiders — because they get an advance preview of what’s to come and
better still they’'re getting a voice in further defining and redefining what is
to come . .. if you were paying attention you get the answers to questions
you didn’t even think to ask.

(O’Dea, 2008)

[ The Ladder of Engagement )

Moving customers up the Ladder of Engagement creates brand loyalty, unleashes brand
zealots, and can help improve an organization’s processes, products and services. This can
also create sustainable competitive advantage as customers become more engaged and more
loyal to the brand in which they are involved.

PRODUCTS

PROCESSES

BRANDS

ADS

...
IDEAS
DISCUSSIONS
(and sharing)
S Ladder Of
RS Engagement

Figure 3.19 The Ladder of Engagement
Source: Smith and Zook (2011)
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The lower half of the ladder encourages customers to engage via product ratings, reviews
and discussions. The upper half of the ladder is higher-level user-generated content (UGC),
which encourages customers to become co-creators of content, products, services and even
systems for the organization. This is sometimes referred to as crowdsourcing. The highest
level of co-creation occurs when customers co-create the products that they subsequently buy
(see examples in the subsection on ‘collaborative co-creation’ below).

Not everyone will rise to the top of the ladder. In fact, Nielsen suggests that only 1 per cent
of web site visitors will; 90 per cent lurk, 9 per cent occasionally contribute and 1 per cent
regularly contribute. He calls it the 90-9-1 rule (see Section 3.9). But those 1 per cent are
important: hence the importance of identifying engaged customers.

A TNS Digital Life global study (2010) suggests that 61 per cent of Britons do not want to
engage with brands through social media, although 33 per cent of Britons have commented
about brands online somewhere (not necessarily on the brand’s own social platforms). Either
way, it is more than just 9 per cent occasionally contributing. Having said that, not everyone
wants to engage with a packet of frozen peas, but some products and services play a more
important part in people’s lives and hence are more likely to be worthwhile engaging with.

While moving customers and other stakeholders up the Ladder of Engagement strengthens
brand loyalty and boosts sales, it does require careful planning, systems and resources. Using
the Ladder of Engagement is a long-term strategic decision.

The beginning of a beautiful relationship

Remember that the second visit to a web site is the beginning of a relationship.
Therefore it is always worth asking the question: what is a brand doing to bring relevant
visitors back to the site?

At the highest end of the ladder, the virtual circle completes itself as customers shape new
products. It is a self-fulfilling system. As the customers create the product, they create their
own demand. However cutting-edge this is, it does require the basic business skills of systems
of communications, registration, processing, feedback, rewarding and putting into action.
So back to basics — developing systems that work requires careful planning and rigorous
testing. Here are some examples of how companies use the different steps on the Ladder of
Engagement.

Ratings and reviews: Amazon

Amazon will try to engage customers by asking for a product rating, which takes just a few
seconds. They then invite you to write a product review, which takes a few minutes. As
mentioned, some companies make ratings and reviewing a standard part of their after-sales
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contact strategy. Customers value reviews from their peers. This shows that consumers are
able to apply their own filters and, effectively, rate the ratings. There is a hierarchy of trust
online, which starts with personal friends.

It is perhaps stating the obvious by declaring that reviews and recommendations (earned
media) are far more effective than paid media (ads) in influencing customer purchase deci-
sions. And a recommendation from a friend is a very potent influence on most B2C buying
decisions (some would include B2B buying decisions also). A recommendation from a trusted
friend conveying a relevant message is up to 50 times more likely to trigger a purchase com-
pared to another recommendation (Bughin et al., 2010). It is logical that people would gener-
ally trust earned recommendations more than paid media ads. Conversion rates from earned
media are five times higher than paid media (5 per cent+ conversion rate from earned media
as opposed to 1 per cent conversion rate from paid media; Fugetta, 2011). See Section 3.7 on
customer buying models for more on how to generate additional reviews.

Digital marketing practice ask and answer: the Home Depot

One level of discussion is ‘ask and answer’, where customers ask questions and other custom-
ers answer them. The Home Depot (www.homedepot.com), a US DIY chain, invites custom-
ers to ask DIY questions and eventually they get other customers to answer the questions.
Issues of liability for any careless advice obviously need to be addressed and real experts may
be preferred to casual customer experts.

Another type of discussion is where customers discuss the product or, in the case of the
Great Moments of Sportsmanship, they passionately discuss sportsmanship stories. Those
who do engage in discussions are usually passionate about the brand or, in this case, the
principle of sportsmanship. They also reveal themselves as potential brand ambassadors.
These discussions also generate answers to questions (see Figure 3.18) and sometimes new
stories for publication on Twitter, Facebook, the blog and the next edition of the book (www.
greatsportsmanship.org).

Collaborative co-creation

Now we move to the higher levels of engagement where customers and prospects collaborate
on creating ideas, ads, systems and products and services.

IDEAS

Dell’s IdeaStorm (www.ideastorm.com) generates ideas on how to improve the business
and uses systemized suggestion boxes (Figure 3.21). Customers, and even non-customers,
can suggest new products and features, as well as better ways of running the business; e.g.
improvements in their processes. Dell has earned US$10M from the early stages of IdeaStorm.
This may seem tiny to a company of Dell’s size, but remember, this is brand engagement,
a form of brand promotion to the brand zealots, and it also contributes something to the
bottom line.
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Dell’s Richard Binhammer says: ‘Forget ROI and focus more broadly on business value’; i.e.
across the six business areas which have fully embraced social media for different business
reasons — marketing, product development, sales, online presence, customer service and com-
munications. While other brands focus on one of these at a time, Dell has reached a point
where they can ‘inhale and exhale at the same time’ (Bhargava, 2011).

People can generate a lot of ideas if they are given the platform and the encouragement. When
BMW launched its virtual innovation agency to canvass suggestions from people all over the
world, it received a staggering 4,000 ideas in the first week alone. The collaborative culture
can work inside also, as demonstrated by Toyota’s in-house suggestion scheme which gener-
ated 651,000 ideas in 2011. Even more remarkably, over 90 per cent of the suggestions were
implemented. That’s over half a million new ideas implemented in one year (Slone, 2010).

ADVERTISEMENTS

Co-creating ads is more common in the United States, where customers are asked to gener-
ate ads. Some years ago Chevrolet’s Tahoe campaign team supplied graphics, music, photos
and video clips and asked its audience to make an ad. The best one would be shown during
the Super Bowl, the most sought-after TV spot in the world. It generated a huge response.
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The company also discovered some user-generated discontent (UGD), with several negative
ads posted on YouTube. It took the brave decision to allow both positive and negative ads to
be created - a classic double-sided argument, which generated more discussions and a lot
of press coverage. By the time of the Super Bowl, the PR surrounding the user-generated ad
campaign had boosted anticipation of the ads and an enthralled audience watched with great
intrigue.

More recently, Unilever has declared crowdsourcing a success, following the August 2010
release of their first crowdsourced television advert. The Peperami ad was generated by ideas
sent in as scripts or storyboards (Figure 3.22). The final ad was selected from 1,200 entries
and cost just 30-40 per cent of the fee Unilever could have expected to pay a traditional
agency.

Kraft Foods in Greece scored a hit with a user-generated 27-minute long-form ad for its Lacta
chocolate bar. They crowdsourced the story and the casting, and some of the crowd even
appeared as extras. The Love in Action campaign started using traditional TV advertisements
to invite people to send in their love stories. Thirteen hundred love stories and one month
later (it took a month to sift through the stories), the winning story was selected. Online
polls voted for and selected the cast (full screen tests were put up online), the characters’
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names and even their costumes. Updates were posted on Facebook and Kraft’s blog, which
was followed by over 11,000 registered voters and 20,000 fans and eventually watched over
150,000 times. It created such a buzz that Greece’s leading TV station, MEGA Channel,
offered to screen it free of charge on 14 February as part of its Valentine’s Day programming,
which attracted a 12 per cent share of viewers and was seen by more than 335,000 people.
Lacta sales are also up in a declining market.

BRAND NAMES

Co-creation can go way beyond ads and promotions; it can even generate brand names, if
the basic systems are in place. Boeing created a buzz around the launch of the new 787, the
Dreamliner, by inviting input from potential customers and passengers online. Indeed it was
the community that named the aircraft the Dreamliner, with some 500,000 votes cast online
from 160 countries (O’Dea, 2008; Figure 3.23).

PRODUCTS AND SERVICES

Some say that UGC has been used offline for many years now. The X Factor music talent TV
show is a good example as it attracts users to generate their own content to potentially create
new product concepts; the audiences then pay for the privilege of carrying out new product
screening (which product gets most votes) and new product testing (votes again). You can
see why this UGC and the system behind it is marketing utopia. LEGO has been collaborating

Peperami’s crowdsourced ad boosted engagement and entertained customers, while
reducing advertising costs

Source: www.campaignlive.co.uk/news/1022198/



http://www.campaignlive.co.uk/news/1022198/

DIGITAL MODELS

Boeing Dreamliner: 500,000 voters decided the brand name

Source: www.boeing.com/commercial/787family/

with customers for years, asking children to suggest, create and screen new product ideas.
They then financially reward ‘those whose ideas go to market’.

Back to the online world. Peugeot invited its online audience to submit new product concepts;
i.e. submit car designs. This attracted 4 million page views. Peugeot built a demonstration
model of the winning design to exhibit at marketing events. It also partnered with software
developers to put it into a video game.

Take product variations and product components. The Great Moments of Sportsmanship book
is part of the Great Sportsmanship Programme which mobilizes whole communities into
sportsmanship. Customers send in their sportsmanship stories for further discussion on the
blog and possible inclusion in the next edition. The aim is to have totally user-generated
future editions.

Occasionally B2B is mixed with B2C, as in the case of the InnoCentive site, which allows 180,000
freelance scientists, engineers, entrepreneurs, students and academics to work on problems
posed by industry, creating and selling solutions in return for cash rewards. Major players are
involved, including NASA and The Economist as well as Accenture and Booz Allen Hamilton.

One outstanding UGC web site is www.threadless.com, whose loyal community of graphic
designers, artists and generally creative people send in designs for new t-shirts. The community
votes for the best one, then Threadless produces it and sells it back to the community. The
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Threadless t-shirts

Source: www.threadless.com

retail trade has spotted these high-quality and unusual t-shirts and now orders significant
quantities of their limited-edition, high-quality products. Threadless has 1.5 million follow-
ers and a turnover of £20 million.

For almost ten years highly successful companies have been nurturing user engagement;
e.g. IBM also uses open innovation for its Big Green Innovations unit. Likewise, Proctor &
Gamble (P&G) revamped its innovation model by adopting open innovation back in 2008.
Fifty per cent of P&G’s Innovation & Research comes from external collaboration. Proctor
& Gamble has gone from being an inward-looking organization (‘Fortress P&G’) to a corpo-
ration that relies on external collaboration for most of its innovation and research (Business
and Innovation, 2008).

From Intel to Xerox, NASA to Novell and Vodafone to Virgin, more and more organizations
are unleashing the collective brainpower of people outside their organization.

Successful UGC and even the lower levels of engagement are dependent on a vibrant, responsive
audience and one of marketing’s often forgotten fundamentals — systems and processes that
work, and basic marketing principles of testing interfaces and back-office systems. Usability
testing is a prerequisite. Remember, web sites are fun, but back office means business.

All of these UGC systems draw from the basics of perfect marketing processes and the pas-
sionate attention to detail required if user-generated systems are to work successfully.

Ask: ‘How well are we measuring the engagement of our different online audiences and
then closing the loop by using the data to identify the advocates and deliver more relevant
communications?’
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BBC Radio Northern Ireland takes UGC to a new level

Co-creation and user-generated content have been around for a long time, as is the
case with radio show phone-ins, whereby the audience’s input and opinions are a key
part of the programme. However, BBC Radio Northern Ireland took it to a new level
some years ago when they felt that the audience input was so funny that they should
make an animated TV show from it. They even kept, with permission, the callers’ actual
voices and dubbed them into the animation. Called On the Air by Flickerpix, some of
the series is still on YouTube (Figure 3.25).

On the Air used real audience voices from the radio show in the animated TV
programmes

Collaborative co-creation is a natural instinct - it's an unselfish gene

For generations, we have operated on the assumption that human beings are fun-
damentally selfish, and so we have built systems and organizations around monetary
incentives, rewards, and punishments. That hasn't always worked very well.
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Now the tide is starting to turn. In fields such as evolutionary biology, psychology, soci-
ology, political science and experimental economics, researchers are seeing evidence
that human beings are more cooperative and behave far less selfishly than we have long
assumed.

The success achieved by such collaborative offerings as Wikipedia, Craigslist, Facebook,
and open source software has, in fact, a scientific basis. Dozens of field studies have
identified highly successful cooperative systems, which are often more stable than those
based on incentives. Moreover, researchers have found neural and possibly genetic evi-
dence of a human predisposition to cooperate. Evolution may actually favour people
who collaborate and societies that include such individuals.

Organizations would be better off helping us to engage and embracing our generous
sentiments rather than assuming that we are driven purely by self-interest. We can
build collaborative systems by encouraging communication, ensuring that claims about
community are authentic, fostering a feeling of solidarity, being fair, and appealing to

people’s intrinsic motivations.
(Benkler, 2011)

MANAGING COLLABORATIVE CO-CREATION

This requires expert management skills covering legal rights, financial agreements, regular
communications, project management; in fact, this also requires crystal-clear rules, clear
leadership and transparent processes for setting goals and resolving conflict. As with any
form of crowdsourcing, the key is to develop a cost-effective, consistent and fair filtering
process from the very start.

Once mastered, however, the results can be fantastic as essentially the business becomes a
pure customer-driven business — marketing utopia.

Move over social media, here comes social business.

In the last millennium (around 1997), IBM introduced e-business. They were right. Now they
are introducing ‘social business’. We’ve seen how the Ladder of Engagement encourages busi-
nesses to become more customer-centric, particularly as they move up to the higher levels of
engagement such as collaborative co-creation. Social media has helped many companies to
become more customer-centric. Social media also facilitates the idea that ‘people do business
with people’ (not companies). IBM discovered (Neisser, 2011) that adding IBM ‘experts’
to various web pages and testing this in A/B testing revealed dramatically improved page
performance. The brand experience for an IBM customer is an experience with an IBM-er.
Therefore, as Neisser suggests, employees need to become digital citizens by being comforta-
ble with social media and being given time and resources to exploit it so that more people in
decision-making units can enjoy the IBM experience with an IBM-er.
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However, many large organizations are afraid of what their employees might do with social
media even though they let those same employees talk to customers and prospects and stake-
holders outside of the company via phone, fax, email and face-to-face. As Bhargava (2011)
says, ‘if you can’t trust your employees to do the right things and make the right choices, then
maybe you need to hire better people’.

Interestingly, Gartner warned us all many years ago (2009) when they forecasted ‘Social net-
works can ultimately destroy business models that are company-centric’. Hence the need for
customer-centric social businesses. Gartner went on to say that by 2015, consumers will have
an almost effortless ability to monitor quality, pricing, availability and business sentiment,
and find alternatives. Witness e-customers’ ‘post-literacy era where everyone and everything
is rated’ (see Section 4.11 in Chapter 4 on digital customers).

1 Models describe the process by which business is conducted between an organization, its
customers, suppliers, distributors and other stakeholders. Managers need constantly to
review how electronic communications change existing models and offer new opportunities.

2 Online revenue models for media owners to consider include traditional CPM and fixed
sponsorships, Cost Per Click models and Cost Per Acquisition affiliate models. Ads can
also be displayed as part of a network.

3 Analysis of your online marketplace can help you understand customer behaviour in order
to identify potential search terms with which you should promote your company and also
potential partner sites or media buys.

4 New attribution models ensure that online media spend is allocated to media which are
influencing sales. A single de-duplicated unified view of all digital referrers should be
achieved to help understanding of how the combination of digital media to which con-
sumers have been exposed to impacts on sales.

5 Communications models have enabled a change from many-to-one, to many-to-some and
to one-to-one communication. Other new communications techniques are viral market-
ing, affiliate marketing and permission-based marketing.

6 Buying models can accommodate the linear process for high-involvement purchases,
mixed-mode buying and traditional models such as AIDA and low-involvement ATR.

7 Hofacker’s customer information processing model of exposure-attention-comprehen-
sion and perception-yielding and acceptance-retention is a valuable method of enhancing
the communications efficiency of a web site.

8 A quality product, service and web site are basic prerequisites to build customer loyalty.
The role of the web in advocacy and negative mentions should be assessed and monitored.

9 Business is undergoing massive changes in its business models, particularly since the
introduction of social media.

10 The Ladder of Engagement model demonstrates how selected customers can become more
engaged with a brand and ultimately how this can create a whole new business model.
Social business models are next as employees are empowered to utilize social media.
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Altimeter (www.altimeter.com) Analysts group with blog and free whitepapers discussing
changes in business model.

Connected Marketing (www.connectedmarketing.com). Blog and community that supports
the book edited by Justin Kirby about approaches to viral marketing and achieving advo-
cacy online.

Harvard Business Review (Www.hbr.org). Strategy advice.

McKinsey Quarterly (www.mckinseyquarterly.com). Business strategy with regular articles on
Digital Transformation.

Net Promoter Score blog (http://netpromoter.typepad.com/fred_reichheld). Blog on achiev-
ing advocacy by Fred Reicheld and other specialists such as Paul Marsden (see also links in
Chapter 9 on e-business).

Smart Insights online revenue model spreadsheets (www.smartinsights.com). Excel spread-
sheets for modelling visitor volumes and campaign responses.

Wikinomics.com (www.wikinomics.com). Blog for the Wikinomics book by Don Tapscott and
Anthony Williams.

1 Summarize the main online revenue models.
2 Explain the concept of commoditization.

3 Do you think value networks or the external value chain is a more useful model for defin-
ing digital marketing strategy?

4 Explain the relevance of the prosumer concept to the modern marketer.

5 Describe how the B2B marketer can use the concept of e-procurement to enhance sales to
existing and new customers.

6 Describe marketing tactics to accommodate changes to the distribution channel for your
organization.

7 Outline the changes from traditional mass communication to new communications
models.

8 Which digital marketing tactics should be developed to accommodate different buying
models?

9 Apply Hofacker’s model of customer information processing to your organization’s web
site.

10 Outline models to help build customer loyalty.


http://www.altimeter.com
http://www.connectedmarketing.com
http://www.hbr.org
http://www.mckinseyquarterly.com
http://netpromoter.typepad.com/fred_reichheld
http://www.smartinsights.com
http://www.wikinomics.com
http://Wikinomics.com

Chapter

Digital customers

We have only two sources of competitive advantage: the ability to learn more about
our customers faster than the competition; the ability to turn that learning into action

faster than the competition.
Jack Welch, former GE CEO

159



160 DIGITAL CUSTOMERS

OVERVIEW

This chapter looks inside the online customer’s mind. We explore customers’ issues, worries,
fears and phobias as well as other motivators for going online — and how marketers can
respond to these behaviours. We also look at on-site behaviour, the online buying process and
the many influencing variables. We finish with a look to the future, your future, and how to
keep an eye on the digital customer.

OVERALL LEARNING OUTCOME

By the end of this chapter, you will:

® Understand online customers and their buying behaviour and how they differ from offline
customers.

® Qvercome the issues and concerns that online customers have.

® Begin to move Digital customers through their online mental stages.

CHAPTER TOPIC LEARNING OBJECTIVE

4.1 Introduction Identify the changing customer expectations and how to
satisfy them

4.2 Motivations Evaluate and respond to the factors that encourage
users to adopt and stay using the Internet
4.3 Expectations Determine the facilities that customers require online
4.4 Fears and phobias Evaluate and manage the fears and phobias that hinder
online transactions
4.5 Online information Recognize how visitors process information and how
processing marketers can respond to this. Identify the online

buying process

4.6 The online buying process  Support the buying process through traditional and
digital channels

4.7 Relationships and loyalty Understand online relationship marketing techniques
that maintain relationship and nurture loyalty
4.8 Communities and social Assess the suitability of techniques used to foster online
networks communities and how to build active/lively online
communities
4.9 Customer profiles Describe the profile characteristics of online customers,
both B2C and B2B
4.10 Researching the online Assess the process, techniques and measures used
customer by customer to research and assess online marketing
effectiveness

4.11 The post-literate customer  Paint a picture of the future and the new online
customer’s changing behaviour patterns
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Understanding customers is fundamental to successful marketing. Good marketers know
their target customers inside out and upside down. They are able to put a microscope on
their buyers. Understanding online customers is even more important, as the geographic and
cultural spread is often much wider. Online customers also have different attitudes to both
acquiring information and buying online. On top of this, the same person may both think
and behave differently online than offline. So overall, e-marketers have to watch their online
customers even more closely.

Online customers are changing. Not only do they talk back, they now shout back and even bite back
if brands break their promise. For some time, customers have unlocked ‘brand control’ from
marketers and set up their own brand discussions. Although they are still time-compressed
and information-fatigued, they have found a new energy fuelled by social media which allows
them to fulfil their age-old desire to communicate about what interests or concerns them.
Customers now have a platform to raise their voices and some of them can’t stop shouting!
Some estimates suggest that even an excellent product or service can have up to 5 per cent of
negative reviews (giving less than a 5/10 score).

Visually driven, multi-tasking butterflies with shrinking attention spans

You will see how we are all becoming more visually driven in Section 4.5. Plus we mul-
titask. As mentioned in Section 3.7 on buying models in Chapter 3, millennials (born
between 1980 and 2000) tend to multitask (browse their mobile while watching the TV
or attend meetings while tweeting). Plus millennials behave like butterflies: flitting back
and forth between product reviews and price comparisons and last minute offers as
well as other tasks, avoiding the traditional linear buying process.

And attention spans are shrinking. Estimates from Harvard for the first televised live
TV debate between Nixon and JFK in 1960 suggested the attention span was only
42 seconds. Kennedy delivered key points within 40 seconds. He won the election.
Fast forward to Obama in 2008 and 2012: some estimates suggested attention spans
had fallen to just five seconds. Hence Obama'’s snappy one liners ‘Yes We Can’ were
repeated across many platforms. Obama won. There was of course a lot more than just
snappy one liners in the Obama campaign - see the video interviews of Obama'’s Head
of Digital (for both campaigns), Teddy Goff, on www.PRSmith.org/blog on ‘How to win
the next US election’.

Customers have been abused by businesses which dump sloppy service on them, again and again.
Survey after survey reveals that we have, in fact, gotten worse at marketing over the last ten
years. And customers are angry. They are also increasingly impatient and less forgiving. The
clock is ticking. We are still sitting on a customer-service time bomb.
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Surprisingly, we’ve gone backwards in marketing. We are in an era of declining marketing
skills, as detailed in Chapter 8 on e-CRM. Meanwhile, automated customer-service telephone
queuing systems and unworkable web sites have not helped. Robotic answering machines
with self-service menus dump all the work on the information-fatigued, time-poor customer.
Add web sites that don’t work, with dead ends, error messages, complicated navigation and —
if you have the patience to struggle through all of that — electronic shopping carts that crash.
The customer-service time bomb is ticking. The angry customer can be seen lurking amongst
the many blogs and hate sites attacking brands. These can fuel an exponential spreading of
negative word of mouth (or ‘word of mouse’).

Customers will not tolerate bad service, and will gladly accept offers from competitors when they
inevitably come knocking on their door. Add in customers who talk back and also who talk
to each other using their new social media platforms of power. Social network sites facilitate
customer discussions (Coca-Cola never asked for rockets, it just happened that customers
discovered that mixing Coke and Mentos mints caused an explosive reaction and customers
started posting videos of this phenomenon). Customers talk because they want to share opin-
ions, others are hungry for fame and others want to meet new friends or simply transcend to
another place.

Customers have unlocked ‘control’ from communications as user-generated content (UGC) is not
totally controllable. Social media will continue to grow in line with the very human need for
social contact. Customers have been mobilized by social media.

'His own company’s online service was like a foreign country he had rarely
visited’

Recently, | had problems with online banking. After lots of frustration with
technical support, | rang my bank manager. In the past, whenever | had
a problem he had been extremely helpful and made sure it was resolved
immediately. This time around, things were different. ‘I'm not technical,’
he told me. He began to talk about his bank’s online banking service as
if it were a foreign country he had rarely visited. He was behaving like a
typical senior manager when it came to IT. He wanted to wash his hands of
responsibility. It was not his domain. IT, it seems, is not the responsibility
of senior managers or CEOs. They have much more important things to do,
obviously.

(McGovern, 2010)

We are possibly on the cusp of a customer revolution, bringing an end to accepting sloppy
service and also an end to the mass-market dumb-downed customer. As Wired editor and
author of The Long Tail, Chris Anderson, says:
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For too long we’ve been suffering the tyranny of lowest-common-denominator fare,
subjected to brain-dead summer blockbusters and manufactured pop. Many of our
assumptions about popular taste are actually artifacts of poor supply-and-demand
matching — a market response to inefficient distribution.

(Anderson, 2006)

Online digital markets facilitate obscure niche markets as easily as they do mass markets. In
the online world it can be as profitable to serve 100 customers, spread across the world, with
100 different digital products as it is to serve 100 local customers one standardized product.
This opens a gate to consumer taste which takes it away from the ‘tyranny of the lowest
dumb down denominator’ (Anderson, 2006). Instead of a handful of powerful marketers
recommending, and often determining, what is in and what is out — there is now a mobilized
customer, generating their own particular recommendations and creating many smaller nice
demands.

Although spread across the world, customers with similar interests can communicate and
share thoughts through images, audio, video and text anywhere in the world. This means
that clusters of customers with similar tastes and interests are connecting with each other
to form new global niches and segments. Global markets are here; for example, Manchester
United Football Club has an estimated 70 million fans around the world and Al Jazeera
International’s English-language TV news service has a 100 million audience worldwide.
As media follows markets, media consumption may go global; therefore marketers must
remember that brands with international ambitions must have a consistent global image
— production should be international in catering for international audiences and content
rights should be global. Creating content that users can pass on via their networks is an
increasingly important channel of communication. When using these channels, brands
must think global. Multiple local and conflicting brand identities will not work. In addi-
tion, localized brand names can often restrict brands from international sales. Smith and
Zook (2016) list several restrictive brand names including: Sic (French soft drink); Pschitt
(French soft drink); Lillet (French soft drink); Creap (Japanese coffee creamer); Irish Mist
(in Germany, ‘mist’ means manure); Bum (Spanish potato crisp); Bonka (Spanish coffee);
Trim Pecker Trouser (Japanese germ bread); Gorilla Balls (American protein supple-
ment); My Dung (restaurant); Cul toothpaste (pronounced ‘cue’ in France, which means
‘anus’); Scratch (German non-abrasive bath cleaner); Super-Piss (Finnish car lock anti-
freeze); and Spunk (jelly-baby sweet from Iceland). For more, see www.prsmith.org/books.

Think global, but act local - remember, not all consumers use Facebook and Twitter. They’re
banned in China. Weibo, China’s Twitter, which blends Twitter and Facebook, is massively
popular as users can post video, comment and debate with 140 Chinese characters (which
means they can express three to four times more in that 140-character constraint).

The Internet has opened up the global village even more and changed business dynamics
radically (see Chapter 3 on digital models and Section 3.10 in particular). It has created a
level playing field for the smaller niche brands to compete with the established global players.
Small brands have access to bigger, global, markets and can communicate directly with cus-
tomers across the world in new and more meaningful ways — ways never dreamt of ten years
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ago. Power will be prised away from those major brands that are not prepared to change.
Social networks can ultimately destroy business models that are company-centric (Gartner, 2009). See
Section 3.10 on social business in Chapter 3 for more.

The database holders will take control. Imagine opening your fridge and as you take the last
can of Guinness, the fridge asks you if you’d like to replace the beer online automatically with
a competitor’s new stout? It’s the database holder who knows who drinks what beer, when
and where, or at least simply records the last beer’s bar code as it’s taken out of the fridge.
The key to accessing the customers’ databases embedded in fridges and microwaves, cars,
phones and PDAs is not the hardware, but the intelligence to know exactly when you might
like to replace something with a special offer (see Smith, 2016a).

Along with changing customer needs comes changing media consumption patterns. TV
used to be pushed at impassive couch potatoes. The web, on the other hand, was, and still
is, a ‘pull’ medium. Content is pulled down to a computer with a conscious click. This
viewer is in control. It turns out that the old heaving mass of supposedly slovenly couch
potatoes actually like to be active, interactive, even participatory, to influence the pro-
gramme, its result and even choose the time to view it (as well as enjoy the instant grati-
fication of immediate online purchase and delivery wherever and whenever required). The
era of ‘appointment-to-view’ TV is over. Perhaps the slothful couch potato was simply a
function of the absence of interaction (technology) rather than intrinsic defects in human
nature? As media technology and audiences move from push to pull, marketers are wit-
nessing a radical increase in consumer sovereignty where informed customers can easily
compare prices, alert each other to quality issues and brand messages and challenge mar-
keters directly.

Customers continue to change their media habits; digital customers also have a big appetite
for small screens. More entertainment is consumed on mobile than on the big screens.

Elsewhere, others customers use virtual worlds to meet new people, to break out of their
old offline groups and even to escape from their bodies as men become women and women
become men or other types of avatar, including animals and hybrids, in a new virtual world.
Interestingly, some people with disabilities enjoy virtual worlds since there are no physical
barriers and no discrimination — visitors can become whatever they want to be and can move,
talk, dance, play games, do business and have fun just like anyone else.

Can disabled people become enabled in virtual worlds?

Tim Guest (2007), in his book Second Lives, suggested that patients suffering from cer-
ebral palsy find virtual worlds like a second life, fulfilling their desire to be free from the
shackles of a wheelchair or free from the stigma of having a disability. In this sense, the
online experiences have created a level playing field for all customers. Roll on Occulus
and other engaging experiences.
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On this new level playing field, privacy, trust and time are emerging as new currencies that
have a very high value in customers’ minds. Customers are cautious about giving up private
information. They are also busy and don’t like wasting time (if you can save your customer
time, they will like you even more). They expect you to protect their privacy (hence privacy
statements are de rigueur for every web site). Equally, customers resent being asked for too
much information or being asked for information when they haven’t yet established any rela-
tionship. Many customers lie when filling in online forms — over half of those surveyed, as
revealed by Adestra (2006) — when they are asked for personal information.

Privacy — a new currency

Customers value their privacy. Many customers resent intrusive marketing invading their private
time and space. So companies like Coca-Cola invite youth customers into Coca-Cola’s world
of sponsored music instead of invading the customer’s space with ads. Customers want
to choose when and where they receive information or ads. Having said this, customers
welcome relevant help from companies which know how to genuinely save customer time
or deliver them new experiences that enhance their lives or their jobs. Customers do like
personal, tailored (relevant) communications, whether opt-in email or personalized web
sites. It has been said that ‘enlightened companies ... remember information for helping
customers not just information about them’ (Wright, 2006: 51). This builds trust in the
relationship.

Do people trust people more than web sites? Well, people trust well-known and well-
respected brands. Why else would you give an unknown American your credit-card details
and home address (when buying books off Amazon)? In the UK, several major brands score
higher in trust than the church and the police. Well-managed brands are trusted as long as
their promise is never broken. How do you feel when a web site remembers your name? And
when it remembers your preferences? Are we content to have unconscious relationships with
brands, robots and machines as well as people? Some sites display team members behind an
organization as they know that ‘people still do business with people’.

Trust is increasingly important as online customers live in a dangerous environment of
privacy invasion and identity theft. If mobile subscription fraud is actually easier and more
profitable than drug smuggling, then it will attract more criminal behaviour online. Criminal
gangs are actively targeting mobile operators as telecoms fraud becomes a massive sector, and
fears grow that social networking web sites can leave both an individual and a business dan-
gerously exposed to fraud. Personal data can be compiled from public profiles that customers
post about themselves in social network sites.

Time is a new currency

Money-rich, time-poor customers need to find information quickly and make transactions easily.
We ‘spend’ time carefully. We avoid wasting it on slow or confusing web sites of apps. Well-
designed sites can satisfy impatient customers, build relationships and nurture loyalty through
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added relevant value. Today, visitors are reducing the number of sites they regularly visit, but
they are spending more time on those selected sites. These ‘sticky sites’ keep visitors longer
with relevant material and services that constantly, genuinely, help their customers. In return,
customers are prepared to spend more of their ‘share of wallet’ on a broader range of products
from a single site. Growing ‘share of wallet’ makes sense since it is ‘five times cheaper to sell
to an existing customer than a new one’; in fact, online, it can be ten times more profitable
(Laurent and Eltvedt, 2005). Brand extensions, web rings, alliances and marketing marriages
can extend a product range (and grow share of wallet from a customer) and satisfy a needy
customer simultaneously.

Despite having a wider choice, customers are starting to consolidate their choice of preferred
web sites. So this creates an opportunity for marketers to develop ‘sticky’ web sites that
keep visitors on the site with easy-to-find, relevant information and services. Ask yourself
what is on your site that might attract a visitor to come back a second time and, ultimately,
regularly revisit the site and develop a strong relationship with the site or brand. Remember,
the second visit is the start of the relationship. By getting it right now, there is a possibility
of creating competitive advantage by developing a strong relationship with online customers
which protects you from the inevitable onslaught of competition.

Finally, watch how B2B digital marketing is often much more sophisticated than B2C digital
marketing. They perfect scenario planning to identify how online services can really help cus-
tomers in their daily lives. The web site of a company like Kingspan Insulated Roof & Wall
Systems actually helps architects to design and specify materials they need online quickly and
efficiently. Other companies, like National Semiconductor, have been giving engineers who
design component parts for mobile phones and DVD players access to their ‘web-bench’ — a
sophisticated online design, test and redesign programme that allows them to do in two
hours what previously took months. They have over 30,000 design engineers on-site generat-
ing 3,000 orders or referrals every day (one such order for an integrated socket for Nokia was
for 40 million units). Learn from best practice wherever you can find it. They’ve been doing
this for approximately 15 years.

Would you like plastic with your credit?

Approximately ten years ago, a completely different mindset applied to customers
in certain countries. In South Korea, the Visa credit-card company will ask you on a
new Visa card approval on the phone, ‘Do you want plastic with the credit?’, as the
credit-card functionality will automatically be enabled on your mobile phone and the
old-fashioned plastic card for your wallet is a free optional extra, only really needed if
you travel outside South Korea.

(Ahonen and Moore, 2007).
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Now comes the important and interesting bit — knowing your customers. Who are your ideal
customers? You have good and bad customers. Bad ones continually haggle about prices, pay
late, constantly complain, grab all your promotions and leave you as soon as another company
comes along. The ideal customers, on the other hand, are the ones that pay on time, give you
as much notice as possible, share information, become partners giving you useful feedback.
You know the ones - they are a pleasure to work with. But who are they? What makes them
different? What do they really want? How can you help them even more? Are they online?
Targeting, satisfying and keeping the ideal customer are crucial.

Ideal customers are worth more than you think. Pareto’s 80:20 law suggests that 80 per cent of your
sales comes from only 20 per cent of your customers. Some estimates suggest that your best
20 per cent of customers generate 140 per cent of your profits. This means that many of your
other customers generate losses. A company’s best customer could be worth 30 times the
worst customer. Anderson’s (2006) long tail theory challenges Pareto and suggests otherwise.

Regardless, you need to know — who are your best customers? Are all of them online? So we
need to know our ideal customer’s profile — who they are, where they are, what they want,
what they spend and any distinguishing characteristics. How do we recognize them on a data-
base? What questions should we ask them about themselves? We need to know them better
than they know themselves!

Assessing the differences in your online customers

Multi-channel businesses should assess the characteristics of their online customers in
comparison to their traditional offline audience. How do the demographics differ, how
do the length and steps in the buying process differ? How do the purchase patterns
differ in terms of category, frequency and value? Then use the differences to develop
tactics which suit the online audiences, but also encourage the offline audiences to
use your online services before the competition offers its services to your customers.

We need to understand their mindset, their attitudes, aspirations, expectations and moti-
vations (Sections 4.3 and 4.2 respectively). We also need to know the barriers to buying
online - their fears and phobias (Section 4.4). We need to know where our proposition sits
with their needs, their lives, their jobs — ‘their worlds’ — both online and offline.

We also need to know their purchasing process (Section 4.6) — the stages they move through
and the information needs they have at each stage. We need to know their information
processing stages (Section 4.5): how they acquire information (what channels), how they
learn about products and offers, what words they search with, what words (and images)
arouse them to take action. How their perception screens out some offers and filters in others.

In general, the online customer is different to the offline customer. Despite living in an infor-
mation-cluttered and time-compressed world, the online customer is empowered like never
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before: more information, transparent prices, more rights. They also realize the value of their
time and attention. Witness the rise of permission-based marketing and the demise of the
effectiveness of intrusion-based marketing. Remember, assumptions you might have about
existing offline customers may not apply online. Even the same customer may display differ-
ent characteristics online and offline.

If you can understand and influence engagement better than your competitors, then this will
help you develop brand loyalty and, if used correctly, a real customer-driven business (see
Section 3.10 on the Ladder of Engagement in Chapter 3).

The ideal customer, or most valuable customer, does not have to be someone who buys a
lot. The ideal customer could be an influencer who is a small irregular buyer, but who posts
ratings and reviews as their reviews can influence another 100 people. ‘Engaged customers’ are
probably going to become brand zealots if we keep them engaged. Therefore it is important to
identify ‘engaged customers’ and start a brand ambassador programme to further strengthen
the relationship and energize their word of mouth.

We can monitor the quantity and frequency of blog posts, forum discussions, reviews, profile
updates, etc. This identifies opportunities and also acts as an early warning system for any
future problems. Consider targeting brand evangelists rather than just purchasers. Some
companies actually ask customers to give a product rating or even post a product review as
a standard part of their after-sales contact strategy. This way the more engaged customers
identify themselves by their own self-selection.

You should use our engagement checklist (Table 4.1) to determine how involved a customer
is with your products or services. A customer who doesn’t care about the product is likely
to be less committed or less emotionally attached to the firm providing the product. On the
other hand, a customer who is engaged is likely to be more emotionally connected to the
brand. We need to know about the sentiment, opinion and affinity a person has towards a

Customer engagement checklist

Involvement

1 Does the customer segment buy your product or service more or less frequently compared to
your competitors?

Does the customer frequently purchase (defined as more than ‘x’ purchases per month)?

3 Is the customer a frequent visitor to the web site (defined as more than ‘x’ visits per month)?
Does the customer spend above the average site visit duration ("X’ minutes) each time they
visit your site?

5 Does the customer engage in key service interactions? For example, choosing and comparing
different products.

6 Does the customer engage in minor service interactions? For example, checking the status of
the account.
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brand. This is often expressed through repeat visits, purchases, product ratings, reviews,
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(Continued)

Interaction

Does the customer visit the discussion areas or blogs?

Does the customer participate in discussions by posting comments regularly ('x’ per month)?
Has the customer written a product review?

Has the customer created any other user-generated content (including uploading photos or
videos)?

Has the customer made any connections relevant to the brand in social networks?
Intimacy

Does the customer express an opinion in customer service calls?

Influence

Does the customer refer other customers to the site?

Are you monitoring and acting on engagements in the above areas?

blogs and discussion forums and, ultimately, their likelihood to recommend a friend.

Ask yourself: ‘How well are we measuring the engagement of our different online audiences
and then closing the loop by using this data to identify the advocates and deliver more rele-

vant communications?’

Pareto versus The Long Tail

Ecast, a digital jukebox company whose bar-room players offered more than 150,000
tracks — discovered some surprising usage statistics. The CEO used to ask (and people
invariably gave the wrong answer), ‘What percentage of the top 10,000 titles in any
online media store (Netflix, iTunes, Amazon, or any other) will rent or sell at least once
a month?’

Most people guess 20 percent, and for good reason: we've been trained to think that
way. The 80:20 rule, also known as Pareto’s principle (after Vilfredo Pareto, an ltalian
economist who devised the concept in 1906), is all around us. Only 20 percent of
major studio films will be hits. Same for TV shows, games, and mass-market books — 20
percent all. The odds are even worse for major-label CDs, where fewer than 10 percent
are profitable, according to the Recording Industry Association of America.

But the right answer, says Vann-Adibé, is 99 percent. There is demand for nearly every
one of those top 10,000 tracks. He sees it in his own jukebox statistics; each month,
thousands of people put in their dollars for songs that no traditional jukebox anywhere
has ever carried. Suddenly, popularity no longer has a monopoly on profitability. The
second reason for the wrong answer is that the industry has a poor sense of what
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people want. We equate mass market with quality and demand, when in fact it often
just represents familiarity, savvy advertising, and broad if somewhat shallow appeal.
Rhapsody streams more songs each month beyond its top 10,000 than it does its top
10,000. Google, for instance, makes most of its money off small advertisers (the long
tail of advertising), and eBay is mostly tail as well — niche and one-off products.
(Anderson, 2006)

Introduction to digital customers

This chapter explores online customers — who they are, why they go online, their expecta-
tions, their fears and their phobias. We examine their online buying process as well as their
internal mental processes right through to forming relationships and building communities.
The chapter finishes with a look at the future — the ‘post-literate customer’ — and shows you
how to research the online customer.

By the end of this section, you will be able to discuss why customers go online. We will try
to lift the lid on online customers’ heads, look inside their minds and explore what drives
them online. Finally, we’ll see how we can use this knowledge to get, and keep, more online
customers.

Understanding customer motivations is not an option or a luxury. It is an absolute necessity
for survival. If you don’t know what customers want, then how can you satisfy them? If you
can’t satisfy them, how can you keep them or even attract them in the first place? Without
this deep understanding of your customers, you’re just shooting in the dark and hoping for
the best — not the way to run a business.

So we need to know why customers go online. What are their motives? What needs are being
satisfied?

DIGITAL MARKETING EXCELLENCE

Identifying motivations

There are many new tools (many of which are free) that help marketers to know custom-
ers arguably better than customers know themselves. Some tools can delve into our
subconscious to understand what is really driving (motivating) customers.

IBM can automatically analyze your Twitter stream to reveal your personal preferences
including your sexuality, race, drug use and your parents’ divorce.
(Smith, 2013a)
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FACEBOOK, CAVEMEN, CLEVER NETWORKERS, HERDS OR INDIVIDUALS?

Group behaviour is well documented in social studies. Marketers understand the natural
impulse to follow the crowd. Some sociologists believe humans are just copying machines,
basically. Because humans are social animals, a large percentage of an individual’s brainpower
is devoted to interacting with others, watching their behaviour and wondering what they
think of us. We carry this legacy with us every time we buy a particular brand of washing
powder or choose what movie to watch in the cinema. We have learned or evolved to be
animals that are good at copying.

In the 1960s, the sales of domestic air conditioning were followed and mapped for years.
Findings showed that the best way to predict who would buy air conditioning came down to
whether a person’s neighbour had it. People had to see it to be likely to copy it.

Think caveman. If everyone is running away, you don’t ask why; you just run. Copying
means you don’t have to learn everything from scratch, and you can defend or protect your-
self more easily because you react to things more quickly, so it makes sense from a survival
viewpoint.

The Mexican wave — why? Because everyone in the crowd can see everyone else, and is aware
of the group behaviour. The Mexican wave cannot be recreated in a shopping centre, because
people can’t see each other, nor can they see the group behaviour.

Facebook, on the other hand, is like a digital version of the Mexican wave, because people
can see what all their friends are doing. They can not only see if their friends are online, but
also what their friends are doing at that time and what they have been up to in the past.
If someone gets an invite to Facebook and joins, that person in turn sends invites to their
friends. Wherever the herd moves next, people follow. The Internet just manifests or pro-
vides the mechanics for what we are naturally programmed to do.

If someone stands staring at the sky and pointing, that person is bound to get strange looks
from passers-by, but get six or seven people standing together staring and pointing at the
invisible spaceship and the crowd will swell.

Harnessing the knowledge of the herd has greater potential when it comes to building brand
loyalty (Kearon, 2008).

WHY DO CUSTOMERS VENTURE ONLINE?

Socializing, catching up on news, shopping/browsing, being entertained and being educated
are typical reasons people give for going online. So, socializing through email, chat rooms,
blogs and social network sites is the killer application in the B2C markets. Billions of emails
are sent every day and SMS (text) messages are catching up. Leveraging the strong desire to
socialize should not be underestimated. It is one of Maslow’s basic defined needs.

The second most popular activity is finding out about products, regardless of whether they
are to be purchased online or offline, so we need to facilitate the process of mixed-mode
buying - browsing online and buying offline.

171



172

DIGITAL CUSTOMERS

Internet users are active, not passive; they enjoy their power and love to exercise it. Comparison
shopping puts them in control. The empowered online customer has more knowledge than
ever before from sharing information with others and from comparison sites or shopping
bots. How well do you know the comparison sites for your products and services? Seek them
out and monitor them continuously.

Surprisingly, not all online customers hate real physical shopping. They just like getting good
deals and being in control. The convenience of online shopping may grow in importance as
time-compressed customers realize the time-saving nature of online shopping. Time saving
can satisfy several needs simultaneously as the time saved can be spent fulfilling a range of
unfulfilled needs.

Incidentally, many products fail to sell in large volumes online since they don’t pass de Kare-
Silver’s ‘electronic shopping test’ (see Digital Marketing Insight box below) which measures
the likelihood of online retail purchases.

It’s simple: if customers can’t find the right information about your products and service
propositions, then you don’t even make it into the set of brands being considered by a poten-
tial customer.

The third most popular online activity is entertainment. After adult entertainment come games,
music and checking up on the latest news about a favourite band, sports team or celebrity.

It is no surprise that popular sites offer these key activities of socializing, product infor-
mation, purchasing and entertainment through email and chat, search engines and product
guides, shopping, community and games.

Support satisficing behaviour

When we create online services, we often base our designs for our customer experi-
ences on rational models of how online users behave. However, research such as that
by Penn (2005) reminds us that, in reality, consumers are often far from rational — they
exhibit satisficing behaviour where they often act on impulse or make do with imperfect
information, so we need to build this into our online designs and our design process by
including calls-to-action and content which support slower, rational ‘maximizer’ behav-
jour and faster, less rational ‘satisficer’ behaviour. Some users will just act on impulse,
so it should be easy to do that. Ultralase (www.ultralase.com) has a sign-up form on its
home page, not hidden deep in the site; similarly LOVEFILM (www.lovefilm.com) has
used multivariate testing to highlight the ‘Free Trial’ message rather than the more
rational ‘Learn More’ button which may introduce doubt.

This rational and emotional dichotomy is not restricted to consumer purchasing but applies
also to supposedly hard-nosed rational professional buying behaviour. Take small businesses
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selling to other businesses: they don’t have the option of scale, price or bulk orders to gain
an edge over the competition; they have to have a story or relationship, and need to cultivate
that ‘unreasonable loyalty’ (Roberts, 2010).

And B2B buyers do buy into relationships built on reliability, trust and personality, as B2C
buyers also buy on emotion. In fact, as brand management thought leader Jean-Noél Kapferer
has noted, Harley-Davidson does not sell motorcycles, Starbucks do not sell coffee, Club Med
does not sell vacations, and Guinness does not sell beer. Coke does not sell cola. Porsche
buyers (many of them) don’t buy a transport vehicle; they buy it because they ‘simply want to
prove to themselves that they have the ability to buy such a car’ (Kapferer, 2004).

Here is a view of how emotion influences B2B buying:

You can see the importance of selling personal value to a B2B buyer is even more important
than pure organisational value that is often pitched.

HOW EMOTION INFLUENCES B28 BUYING

Business Value Personal Value

T
say they have wanted to buy S Personal value has 2X as

a new salution but haven't 5 . "
.. much impoct as business
spoken up for feor of risks \ velue does

a higher prica for a service

4

9 Only of buyers who
Z see NO personal value will
.—1" pay a higher prics for a

828 supplier offerings

Only of
prospective customers
think B28 bronds provide o
personal valus

emotions matter even more than logic and reason.

Figure 4.1 How emotion influences B2B buying

Source: www.executiveboard.com/exbd-resources/content/b2b-emotion/pdf/promotion-emotion-
whitepaper-full.pdf
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Online customers - irrational animals?

We are still not terribly rational customers. As Oscar Wilde once remarked: ‘Man is a
rational animal until he is asked to act within the dictates of reason.’ So it continues —
the illogical, irrational consumer is still on the rampage. Penn (2005) suggests that if
the 'handed down’ wisdom is that consumers make rational choices and, moreover, can
explain those choices, then brain science suggests, more or less, the opposite. In this
alternative view, unconscious processes mediate cognitive rational decision making,
leading to a choice which can only be half understood (at best) by introspection. In
other words, we can't always say with any reliability why we made a particular choice.
Sometimes, we just ‘do it’, because ‘we always do it'.

Once you know why people go online, you can apply a very simple ‘Magic Marketing Formula’
(Smith, 2016c¢).

1 Identify why people buy and what are their aspirations, motivations and expectations.

2 Reflect the reasons, aspirations and expectations in your communications. This way you
give customers what they want instead of what you want.

3 Deliver a reasonable product or service.
(Smith, 2016c¢)

Of course, you have to be able to deliver the promised benefits. Otherwise repeat sales die,
negative word of mouth spreads and the online activities damage the brand. Don’t promise
what you cannot deliver.

Existing offline customers can be encouraged to go online before they are besieged by other,
competitive, online offerings. Remember someone, somewhere, is analyzing and targeting
your market right now.

Tempt customers by offering channel choice and, something customers can’t get elsewhere,
the online value proposition (OVP) detailed in Chapter 6. Tell them how it works and how
they can use it. Other motivators such as the social aspect can be used: for home users, and
sometimes for business users also, online activities are an important social tool, enabling
conversations with participants known and unknown, from near and far. Also, useful mem-
ber-get-member promotions amongst existing customers help members to help others with
useful information about interesting offers. Word of mouth and referrals are powerful tools.
Remember, reassurance is vital since security is a major fear and phobia. Section 4.4 below
explores fears and phobias.

We suggest that you consider the 6Cs of customer motivation to help define the OVP
(Chaffey, 2004):
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1 Content. We know that relevant, easily digestible, content is still king. Online content
should provide something that supports other channels. Often this means more detailed,
in-depth information to support the buying process or product usage. As well as text-based
content which is king for business-to-business, there is also interactive content which
is king for consumer sites and particularly brands. Remember that context is also king.
Context provides the right information, personalized for the right segment, using the right
media to achieve relevance.

2 Customization. Mass customization of content delivers personalized content viewed as web site
pages or email alerts. This is commonly known as personalization or tailoring of content
according to individuals or groups — see www.siebel.com for a great example.

3 Community (and participation), or ‘social networks’. Online channels such as the Internet
are known as ‘many-to-many’ media, meaning that your audiences can contribute to the
content. For consumer retail, review sites such as Epinions (www.epinions.com) are
important for informing customer perceptions of brands. Similarly, in business markets,
some specialist communities have been set up. For example, E-consultancy (www.e-con-
sultancy.com) has forums and reviews which discuss issues in the supply of e-business
services. Encourage customers to share the experience by adding one click to post your
content on your customers social platforms.

4 Convenience. Convenience is the ability to easily find, select, purchase, and in some cases,
use products, from your desktop at any time; the classic 24/7 availability of a service.

5 Choice. The web gives a wider choice of products and suppliers than traditional media.
The success of online intermediaries such as Kelkoo (www.kelkoo.com) and Screentrade
(www.screentrade.com) is evidence of this.

6 Cost reduction. The Internet is widely perceived as a relatively low-cost place of purchase. In
the UK, Vauxhall has keyed into this perception by offering Vauxhall Internet Price (VIP);
in other words, lower prices than through dealer-based distribution. Similarly, a key com-
ponent of the easyJet OVP when it launched was single tickets that were £2.50 cheaper
than tickets bought through phone bookings. This simple price differential together with
the limited change in behaviour required from phone booking to online booking has been
a key factor in the easyJet online ticketing channel effectively replacing all other booking
modes.

Gamification is an additional factor that can affect customer motivation. Gamification draws
upon the science of motivation and applies it to motivate customers, distributors and staff in
new online exciting ways aimed at higher levels of engagement. Gamification involves com-
paring online users’ activities and preferences such as ratings (Smith, 2013b).

DIGITAL MARKETING EXCELLENCE

Nudge theory and subconscious motivation

‘Nudging is about orchestrating persuasion on a subconscious level by sidestepping
arguments and leading people down the road’ says Ogilvy analyst Daniel Stauber
(Benady, 2014). Nudge theory is a way of appealing to people’s logic or emotions.


http://www.siebel.com
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The UK government has its own nudge division (the Behavioural Insights Team — or
‘Nudge Unit’), set up by UK Prime Minister, David Cameron in 2010 and privatized in
2014. The Behavioural Insights Team uses insights from behavioural economics to find
canny, cost-effective ways of encouraging people to make choices ‘that are beneficial
to them and society’ (Benady, 2014).

David Benady says: ‘It has used these techniques successfully with the HMRC to increase
tax payments by tapping into peer group pressure (and sending out reminder letters
stating that most people in the area have paid their tax). These services are now being
sold to other countries like Guatemala who have seen increased income tax declaration
increase by 52 per cent.’

de Kare-Silver's electronic shopping test

This assesses the consumer’s propensity to purchase a retail product using the Internet;
de Kare-Silver suggests factors that should be considered in the electronic shopping
test:

Product characteristics. Does the product need to be physically tried or touched
before it is bought?

Familiarity and confidence. Considers the degree to which the consumer recognizes
and trusts the product or brand.

Consumer attributes. These shape the buyer's behaviour — are they amenable to
online purchases in terms of access to the technology, skills available and do they no
longer wish to shop for a product in a traditional retail environment?

Typical results from the evaluation, where products are scored out of 50 for suitability
for electronic commerce, are:

Groceries (27/50)
Mortgages (15/50)
Travel (31/50)
Books (38/50).

According to de Kare-Silver (2000), any product scoring over 20 has good poten-
tial, since the score for consumer attributes is likely to increase through time.
Given this, he suggests companies will regularly need to review the score for their
products.
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It is interesting to note that Robert Cialdini’s classic rules of persuasion are based on a solid
understanding of motivation and are subsequently referred to by many digital marketers and
gurus in presentations. It is even more interesting to note that Cialdini wrote his classic rules
of persuasion in the 1980s, long before digital ever appeared. You can see a summary of his
six rules of persuasion in Section 4.6.

Understanding what motivates people online is critical for marketers to be able to use the
magic marketing formula (identify needs, reflect them and deliver a reasonable product or
service). However, B.J. Fogg at Stanford University suggests that targeting a customer’s rele-
vant motivations is just one of three key variables that need to be in place in order to change
the behaviour of a customer. Fogg says:

Three things have to happen to change behaviour:

1 Trigger (call to action) e.g. email alert from facebook (note the ‘trigger’ comes to
me in the course of my normal behaviour — this is very important)

2 Be motivated (being told you’ve been tagged in a photograph generally makes
people want to see the photograph

3 Have to have the ability to do the behaviour (one click link to see the photo). If
these 3 things come together at the very same moment — they change behaviour.

Actually understanding these variables as well as customer expectations, fears, phobias, rela-
tionships and their information processes and buying processes is required. Let’s now look
at customer expectations.

Motivations

B2C customers are motivated to go online for a range of reasons — social, shopping,
entertainment. B2B customers are driven by cost savings, speed and selling. Enlightened
companies realize there are other motivators such as enhanced customer relationships. In
addition to delivering an excellent product or service, find what motivates your customers
and then reflect it through your online and offline communications — a simple formula for
success.

By the end of this section, you will begin to know how to manage customer expectations. This
section reviews what customers expect when they visit a web site and how to deliver these
expectations.
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Online customers have raised expectations. They expect higher standards in terms of service, con-
venience, speed of delivery, competitive prices and choice. They also want, if not expect, to
be in control, secure and safe. The problem with raised expectations is that first, they are
crushed more easily, and second, they can damage the brand if not fulfilled.

Online customers expect fast service and fast delivery. The Internet and everything associated
with it suggests speed. If online businesses do not deliver speedily, then online customers
are disappointed, annoyed, angry and sometimes vociferous. Even if delivery takes the same
time as the retail store, the online customers often expect a little more (whether it is a price
discount, wider choice or whatever). This is the problem with raised expectations.

Separate research from Microsoft and Google shows that it only takes a quarter of a second’s
delay in page loading time for customer frustration to build. Microsoft found that a delay
of two seconds resulted in a 4 per cent loss in revenue (Dixon et al., 2010). Today’s cus-
tomers have become even more impatient since then. They expect immediate information.
Any delays will be penalized by abandoning web sites and conversion rates falling through
the floor. So deliver fast page downloads — customers don’t like to wait; e.g. page download
speeds falling from two seconds to four seconds can cut conversion rates from 3.75 per cent
to 2.2 per cent. Put it another way: reducing page loading time from four seconds to two
seconds increases conversion rates by approximately 70 per cent. This can be huge. For some
companies, this increase in conversion rates is the difference between survival and failure.
There is a correlation between download speeds and conversion rates (Soames, 2012). Other
research (Tagman, 2012) suggests that just one second’s delay in page-load can cause 7 per
cent loss in customer conversions.

Now consider a customer’s expectations when buying a book online. Top of the list of online
customer expectations is minimizing the time on-site and delivering what is promised, but
there are many other requirements (see the Digital Marketing Insight box on customer expec-
tations for an online retail purchase, below).

Online customers, quite reasonably, expect things to work — they expect to find what they
want easily and buy what they want easily. The Internet is a quagmire for the destruction of
both raised expectations and even ordinary expectations.

Also, customer expectations change over time. An increasing number of customers prefer to access
online information via mobile only. Some customers abandon email and only use Facebook (in fact, by
2010, Boston University had stopped giving out email addresses as students prefer, and now expect, to
only use Facebook for their information feeds).

Sadly, it seems there are many exceptions to perfect service as discussed in the introduction.
Customer service is critical; poor customer service rather than price or features is the number
one reason why customers don’t remain loyal to a company.

So if online access via mobile is increasing, it is logical for customers to expect reasonable web sites (via
mobile). But do all companies cater for this growing need and growing expectation? Mobile-friendly sites
essentially improve customer service.
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Customers do not expect to see tiny overpacked web sites when they search via mobile, but
that’s what many will find. With their expectations crushed, they’ll leave these web sites
behind and migrate to other sites that have bothered to present them with mobile-optimized
sites where they will enjoy a better user experience which makes them want to do business
with the site. With less space, ensure that the key tasks that customers expect to be able to
carry out are optimized; e.g. key messages; links to site pages; click to call phone number; and
link to view full web site.

Buy? Get a free consultation? Customers don’t expect to see all the pages a regular site has,
but they do expect to be able to easily find the main key tasks quickly.

Simplify the world for your customers

When designing for mobile, simplify: create simple, user-friendly customer experiences (CXs)
for mobile consumers. Surprise your customers. Use digital to enhance their CX with pleas-
ant surprises. Double check that your mobile experience is easy, quick, and ideally, enjoyable.

Note: web sites built on blog engines such as WordPress can install a widget and very quickly
become ‘reasonably’ mobile-friendly so that traffic coming onto the web site from mobiles is
detected and a basic mobile-friendly version of the site is automatically presented.

So, the most significant expectation is customer service and we need to work hard to deliver
this across the many interactions between company and customer before, during and after the
buying process. Section 4.5 discusses the online buying process. Chapter 8 explores customer
service and relationship management in much more detail. Now let’s explore customer fears
and phobias.

Customer expectations for an online retail purchase

Our expectations are informed by our peers and by past experience. So when we shop
online, we expect, or indeed demand, that the experience will be superior to traditional
shopping. The list of requirements is long.

Easy to find what you're looking for by searching or browsing to fit in with those
impulsive ‘micro-moments’.

Site is easy to use, pages are fast to download with no bugs.

Price, product specification and availability information on site to be competitive and
correct, but we probably prefer great customer services to great prices — this is what
will keep us loyal.

Specification of date, time and location of delivery to be possible (and with clear
multichannel options of click to collect or easy-to-use store locator).

Email notification when order is placed and then dispatched.

Personal data remain personal and private and security is not compromised.
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Verification for high-value orders.
Delivery on time.

Returns policy enabling straightforward return or replacement.

Micro-moments' is a term coined by Google. Google recommends marketers consider
four key moments (Google, 2016). They explain the importance of moments in relation
to mobile devices:

We turn to our phones with intent and expect brands to deliver immediate
answers.

It's in these I-want-to-know, I-want-to-go, I-want-to-do, I-want-to-buy
moments that decisions are made and preferences are shaped.

Research presenting the increasing importance of these four key types of behaviour is
summarized in this research as:

| want-to-know: using mobile devices for research.
| want-to-go: near me and local business searches.
| want-to-do: content to support a task, including how-to content.

| want-to-buy: consulting the phone in-store on buy decisions.

... and finally, quick online or offline answers to questions when the expectations above
aren't met. This means traceability through databases and someone who knows your
order status and can solve your problems.

Customers’ expectations can be managed, met and exceeded. How do we do this? Here are
three stages:

1 Understanding expectations. Managing the expectations of the demanding customer starts
with understanding these expectations. Use customer research and site benchmarking to
help with this. Use standard frameworks to establish the gap between expectation and
delivery and prioritize to solve the worst shortcomings. Use scenarios to identify the cus-
tomer expectations of using the services on your site.

2 Setting and communicating the service promise. Expectations can best be managed by entering
into an informal or formal agreement as to what service the customer can expect through
customer-service guarantees or promises (see the Digital Marketing Excellence box below).
It is better to under-promise than over-promise. A book retailer that delivers the book in
two days when three days were promised will earn the customer’s loyalty better than the
retailer who promises one day, but delivers in two!
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3 Delivering the service promise. Commitments must be delivered through on-site service,
support from employees and physical fulfilment. If not, online credibility is destroyed and
a customer may never return. Detailed techniques on delivering the service promise are
given in the Digital Marketing Excellence box below.

DIGITAL MARKETING EXCELLENCE

Service guarantees and promises

These can be made for a range of aspects:

Information accuracy. Product specifications, price, availability and delivery times
must all be accurate. How many customers did the retailer who mistakenly offered
television sets for sale at £2.99 lose when it informed customers who had placed
orders that it would not honour the order?

Email response. How long will the company take to respond for different sorts of
enquiries?

Social media response. Remember that customers now expect service by their pre-
ferred social network. In Chapter 5 we see how Facebook notifies customers of the
quality of response time to social media queries.

Security guarantees. What happens if security is compromised?
Delivery guarantees. What happens if delivery is late?
Return guarantees. What happens if the product is unsuitable?

Price promises. If you are offering the best prices, this should not be an empty
promise. If a company uses an attack e-tailing approach, then frequent compari-
son with competitors’ prices and real-time adjustment to match or better them are
required. This approach is important on the Internet because of the transparency of
pricing and availability of information made possible through shopping comparison
sites such as Kelkoo. As customers increasingly use these facilities, it is important that
price positioning is favourable.

Service promises can also be formalized in a service-level agreement (SLA). If a business pur-
chases a hosting service from an Internet service provider, its obligations and what it will do
if they are not met will be clearly laid out in an SLA.

Expectations

Managing customers’ expectations is even more challenging in the online world because of
raised expectations. We need to:

1 Understand the customer’s expectations for service delivery and the gap with current
delivery.
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2 Make clear service promises through privacy statements, promises and guarantees on
security, delivery, price and customer-service response times.

3 Deliver the service promise through a fast, easy-to-use site (including a mobile-opti-
mized site), with competitive pricing backed up by excellent customer service and perfect
fulfilment.

Not rocket science — just common sense.

By the end of this section, you will understand the fears and phobias, or ‘Fears, Uncertainties
and Doubts’ (FUDs) that occupy some customers’ minds when going online. You will also
know how to address these issues.

The average consumer is not fearful of turning on the TV or radio or picking up a telephone.
Perhaps the biggest difference about the Internet is the often unconscious fear associated
with it and, as marketers, we have to deal with this. You probably don’t have these fears
(since you’re reading this book). But many of your potential customers do. Now we’re going
to ask you to do what good marketers are good at: empathize — empathize with customers,
imagine how they feel when going online, particularly when going online for the first time, or
making their first online purchase.

Consider the fears you think your customers might have: security risks such as identity
theft and stolen credit-card details, hackers, hoaxes, viruses, SPAM and lack of privacy — Big
Brother syndrome — probably top your list. Then we have e-nasties such as cyber stalkers, hate
mail, fake mail, mail bombs, cults and paedophiles lurking in children’s chat rooms. Many of
these fears are based on reality. Others fear having their computer taken over remotely by a
malicious or criminal hacker. You may also have noted less significant anxieties such as not
knowing what to do, fear of getting lost, fear of too much information or fear of inaccurate
information. These fears centre on lack of customer control.

There are also fears about how the Internet will destroy the lives of individuals, families and
the whole of society. Safety needs such as security, protection, order and stability are of great
importance in our hierarchy of needs. So too, the need to be loved is strong online. People still
want to be loved or accepted, or at least avoid looking ‘deeply uncool’ (fear). See the Digital
Marketing Insights box, below. In fact, being over sociable or sharing too much ‘stuff’ can
irritate other people as your ‘stuff” clogs up their newsfeed, which may end up with several
friends ‘unfriending you’.

There are also many FUDs about using Facebook Connect, such as:

® What exactly happens when I connect?

® What data is shared between my Facebook account and a web site that invites me to
connect via Facebook?
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® Can I disconnect? Is it easy to disconnect?
® What is the benefit of connecting?

® Will this new web site have access to my friends?
So, many sites explain carefully (as Facebook does) what exactly happens.

On a more positive note, excellent marketers understand their customers’ fears and phobias
and take actions to minimize them. The leading e-tailers not only have a great proposition,
but they are perceived by the customer as low-risk because they eliminate customer fears.

Overshare and friends might hide you or ‘defriend’ you

There are now new social fears arising from social media; e.g. if you accept a friend
request too quickly, does it mean you are over-eager, ‘deeply uncool’ and desperate
for friends and therefore a loser? In an MTV study, Millennials, Decoded, half of smart-
phone-toting millennials said they were ‘very concerned’ that if they responded too
quickly, they’d ‘look like they had nothing better to do’. This generation are using each
device or platform in ever-more specialized ways — for example, phone only for emer-
gencies, IM for working together on homework. Millennials also relate digital commu-
nication to its real-life intimacy counterpart, and see it as an equal way of connecting.
Mallory, 22, said that ‘sending an email is like going out to dinner and Facebook is like
getting coffee or just seeing someone at the store’. By contrast, many Gen-Xers were
already into their twenties before email became part of everyday life — and maybe into
their thirties before the BlackBerry did (Shore, 2011).

Marketers alone cannot change some of the negative feelings about the Internet. The
Internet makes great copy for the newspapers; it seems that the Internet is a scapegoat
for many events that occur in modern society, whether this is babies being adopted over
the Internet, discontented employees running amok, racism or indeed any immoral or
illegal activity.

What marketers can, and must do, is to reassure customers that the problems they per-
ceive are unlikely and act responsibly to minimize the risk of them happening.

Follow these guidelines to achieve reassurance, gain trust and build loyalty:

Provide clear and effective privacy statements. Visit the sites like easyJet (www.
easyjet. com) for plain privacy statements which directly address customers’ fear and
phobias.

Follow privacy and consumer protection guidelines in all local markets. In 2003, the
European Electronic Communications Regulations came into force to supplement
existing European data protection laws. The essence of this law, implemented in
the UK as the Privacy and Electronic Communications Regulations Act, is to make
permission-based email marketing a legal requirement. Opt-in and opt-out are both
legal requirements for email marketing to consumers (individual subscribers) in the
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UK. For B2B email communications in the UK, this isnt yet (at the time of writing) a
requirement, but it is in many European countries, with fines of hundreds of thou-
sands of euros in some countries. It is also necessary to have clear privacy statements
which inform users about cookies and web analytics tracking and get them to agree
to the use of these technologies. These legal requirements are defined in the General
European Data Protection Regulations (GDPR) which are applicable to non-EC coun-
tries including the UK and US as well as European Community members, since they
are subject to the regulations of the countries where email subscribers are based.

Make security of customer data a priority. This is a requirement of data protection
law. For example, you should offer the strongest encryption standards possible and
use firewalls and ethical hackers to maximize the safety of customer data.

Present independent site certification. Companies can use independent third parties
which set guidelines for online privacy and performance. The best known interna-
tional bodies are TRUSTe (www.truste.org) and VeriSign for payment authentification
(www.verisign.com). Other UK certification bodies include SafeBuy (www.safebuy.
org.uk), and the IMRG hallmark (www.imrg.org).

Emphasize the excellence of service quality in all communications. This is explained
in Section 4.3 on meeting customers’ expectations.

Use content on the site to reassure the customer. Explain the actions they have
taken. Ask them to confirm. Allow them to revoke or cancel an action. Amazon takes
customer fears about security seriously, judging by the prominence and amount of
content it devotes to this issue.

Leading-edge design. Marketers should challenge their site designers to make the
customer experience as easy as possible with customer-centred site design. Intuitive,
easy-to-use sites, where customers experience flow help to counter fears and
phobias. Customers become comfortable more quickly and word of mouth spreads
positive messages.

New approaches are needed to build trust in the networked world since conventional ways of
gaining trust such as personal contact are no longer practical. Credibility and trust must be
built at Internet speed. Time is of the essence. For some FMCG brands, trust was built over
two generations; Gap did it in ten years and Yahoo! in five years. In contrast, note that some
studies show that trust is also a long-term proposition that builds slowly as people use a site,
get good results and don’t feel let down or cheated.

Fears and phobias

The typical online customer has many anxieties and FUDs. Companies that succeed in reas-
suring customers by clearly addressing these, by communicating their security, privacy and
ease of use, backed up by real quality of service, will reap the rewards through customer
loyalty.
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4.5 Online information processing

By the end of this section, you will understand how customers process information — what
gets through and what doesn’t.

It is possible to place cues on web site landing pages to trigger concepts unconsciously. Robert Cialdini,
in the classic Influence: The Psychology of Persuasion (2006), suggested that marketers should
place certain cues on the landing page so that a particular concept is triggered in the uncon-
scious mind. He continues:

What many marketers forget to do is to establish the brand’s trustworthiness before
expecting the target market to adopt the product . . . once the brand’s trustworthiness
is established, they can — ironically enough — mention its drawback, which can then
be overcome. By failing to do that they miss the opportunity to differentiate the brand
from competitors.

INFORMATION PROCESSING IS CHANGING

Although thisisindeed true, it is worth remembering that information processing is constantly
changing. Why? Because customers are changing — even changing the way they process infor-
mation. Some customers are suffering information fatigue syndrome (too much information
makes them ill), social network fatigue, deals fatigue (special offers) and ‘follow fatigue’ (e.g.
Twitter), which presents new challenges to marketers. Some segments now prefer Instagram,
Pinterest and Snapchat and Whatsapp to Facebook. Audiences have got meaner with their
likes and shares. They still want information and entertainment (top of the list). Listening
to markets, or customers in particular, leads to a more informed business. Listening unlocks
knowledge of customer needs. Engagement unlocks empathy and innovation.

THE SHIFT TOWARDS VISUAL

In addition to shrinking concentration spans, there is also a shift towards information being
presented visually, as it is less time consuming and perhaps more aesthetically pleasing (as
opposed to looking at a large block of text). For example:

® A picture paints a thousand words
Blogs: 500 to 1,000 (or more) words
Facebook: just a few words — Facebook posts with pictures and videos get more engagement

Twitter: 140 characters — tweets with pictures get more engagement

Youtube: no words — well, very few words — just some in the title, caption, credits and
description (and the full transcript plus annotations can also now be included)

Vine: six-second videos - ditto

Pinterest: no words

Instagram: ditto

(Adapted from Dalton, 2012)
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Do customers process information differently on mobile?

Yes, the user experience (UX) on mobiles is unique as users process information differently
when they are on their mobiles. Why? Because they are usually multi-tasking and more likely
to be interrupted. In addition, the small screen size means people don’t like reading lots of
text on a small screen, and as such, reading comprehension plummets.

HOFACKER'S FIVE STAGES OF ON-SITE INFORMATION PROCESSING

Now let’s look at, and apply, Charles Hofacker’s five stages of on-site information processing
(Hofacker, 2001; and see Chapter 3, Section 3.6 for more on information processing models).
The five stages are: (1) exposure; (2) attention; (3) comprehension and perception; (4) yield-
ing and acceptance; and (5) retention. Each stage acts as a hurdle, since if the site design
or content is too difficult to process, the customer cannot progress to the next stage. The
e-marketer fails.

The best web site designs take into account how customers process information. Some com-
panies use eye tracking and heat maps to try to understand how customers actually process
information presented on a web page (Figure 4.2).

Figure 4.3 provides a ‘session map’ showing an individual’s eye movements across a web site
(using sophisticated technology that monitors eye movements across the screen). The blue
dots show the user’s eye fixations, while the connecting blue lines illustrate eye movements.
This information reveals where customers look, what they pay the most attention to, and
most importantly, what they miss (e.g. the big red Sale Banner).

Watching a user in real time is interesting, but the speed of movement makes it hard to keep
track of what users see and what they miss (Figure 4.4). That’s why specialists like Etre
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Figure 4.3 Erratic eye
movements suggest that
a user was confused

Source: Etre Limited (www.
etre.com)
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Limited (www.etre.com) produce an individual session map at the end of each session to
show the sum total of all their visual activity. Each numbered circle represents a point that
the user’s eyes fixated on. The larger the circle, the longer the fixation. In Figure 4.3, the
series of erratic eye movements suggests that a user was confused by a disorganized layout.

While a series of controlled eye movements show that a user was reading, the density of these
movements helps us to establish their level of concentration and comprehension (Figure 4.4).
Once all users have been through the process, the aggregated results are converted into heat
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A 'heat map’
reveals the hottest parts of
a web page (and the parts
that are ignored)

Source: Etre Limited (www.

etre.com)

maps which reveal the behaviour of an entire group of people. The graded colour scheme
shows visual activity. Warmer colours reveal areas that most users looked at, while colder
colours show areas that few users noticed. Black reveals areas that no one looked at. In
Figure 4.5, you can see that no one noticed the £4.99 SALE, despite its size and vibrant
colours. This type of information is invaluable whether you are creating a new site or just
evaluating the existing one.

Good e-marketers are aware of how the messages are processed by the customer and of the
corresponding steps we can take to ensure the correct message is received. So now let’s
explore each of Hofacker’s five stages of on-site information processing.

Stage 1: Exposure

The first stage is exposure. This is not as straightforward as it used to be. If the content is
not present for a long enough time, customers will not be able to process it. Think of splash
pages, banner adverts or shockwave animations. If these change too rapidly, the message will
not be received. However, ads can now follow customers as they move around the web; the
same ad appears in different places. Marketers can now ‘remarket’ and place their ads in front
of people who have already expressed an interest in a particular brand (they maybe visited
its web site, signed up for a newsletter, abandoned a shopping cart, or even bought the brand
once).

Stage 2: Attention

The human mind has limited capacity to pick out the main messages from a screen full of
single-column text format without headings or graphics. Movement, text size and colour help
to gain attention for key messages. Note, though, that studies show that the eye is immedi-
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ately drawn to content, not the headings in the navigation systems. Of course, we need to be
careful about using garish colours and animations as these can look amateurish. Or they can
look like loud advertisements which many customers simply screen out as indicated in the
heat map in Figure 4.5 above.

Stage 3: Comprehension and perception

These refer to how the customer interprets the combination of graphics, text and multimedia
on a web site. The design will be most effective if it uses familiar standards or metaphors
since the customer will interpret them according to previous experience and memory. Once
relevant information is found, visitors sometimes want to dig deeper for more information.
However, selective perception means we screen out a lot of information around us (as demon-
strated by the example of the violinist in the subway in Section 3.6 on information processing
models in Chapter 3).

Stage 4: Yielding and acceptance

Yielding and acceptance refer to whether the information you present is accepted by the cus-
tomer. Different tactics need to be used to convince different types of people. Classically, a
US audience is more convinced by features rather than benefits, while the reverse is true
for a European audience. Some customers will respond to emotive appeals, perhaps rein-
forced by images, while others will make a more clinical evaluation based on the text. This
gives us the difficult task of combining text, graphics and copy to convince each customer
segment.

Stage 5: Retention

Finally, retention — how well the customer can recall their experience. A clear, distinctive site
design will be retained in the customer’s mind, perhaps prompting a repeat visit when the
customer thinks, “‘Where did I see that information?’ and then recalls the layout of the site. A
clear site design will also be implanted in the customer’s memory as a mental map which they
will be able to draw on when returning to the site, increasing their flow experience.

Sites with excellent design use a range of techniques. Examine Figure 4.6 and then read
more in Chapter 6 to see how the concepts in this section have been applied to site design.
It is worth noting also that there are more examples of information processing models in
Chapter 3, Section 3.6.

Usability guru, Jakob Nielsen (2007) says that when visitors arrive on your page: ‘users ignore
navigation bars and other global design elements: instead they look only at the content area of
the page’. Studies reveal that digital customers are very goal-driven and tend to ignore banner
ads while focusing completely on their task. Eye-tracking studies confirm the existence of
‘banner blindness’ where the user’s gaze never rests in the region of the screen occupied by
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Figure 4.6 Lastminute.com attracts attention

advertising. Nielsen suggests that users (visitors) ‘hunt’ for information and are ruthless in
ignoring details.

But once the prey has been caught, users will sometimes dive in more deeply. Thus,
web content needs to support both aspects of information access: foraging and con-
sumption. Text needs to be scannable, but it also needs to provide the answers users
seek.

(Nielsen, 2007)

A good compromise is to have small rectangular animated banner ads to the right of the
screen which highlight the special offers. But remember about ‘banner blindness’.
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Certain words work better than others

Certain words must be perceived to have different meaning or inference. President
Obama'’s Digital Director, Teddy Goff, told me that one of these statements had a much
higher impact than the other:

"You should be a donor’

"You should donate’

Which one, do you think, worked best during the last Obama campaign? Stop and think
for a moment before reading the answer.

Teddy Goff discovered that people were more likely to be persuaded by the first state-
ment as nouns were found to be more powerful than verbs (Lee, 2013).

Sometimes we just don't fully know why this is, but testing and analysis will reveal which
works best. Hence the importance of developing a constant beta culture.

Do check out how changing one button on a website boosted revenues so much that
they named it the $300 million button (Spool, 2009).
(Smith, 2014)

DIGITAL MARKETING EXCELLENCE

Customers process information from different social media platforms differently

People use social networks like Facebook, and Twitter in many different ways for dif-
ferent reasons. Twitter is mostly known for a place to find real time information in a
compact format, but Pinterest is used in a completely different way. Most users on
Pinterest are either looking for ideas or browsing images related to topics they like. If
you try to lump all the social networks together and send one update to all of them you
will likely have information that is not suited for any social network.

(Hagy, 2013)

Online information processing

Understanding how customers process information through the stages of exposure, atten-
tion, comprehension and perception, yielding and acceptance, and retention can help us
design sites — sites that really help us get our message across and deliver memorable mes-
sages and superior customer service.
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By the end of this section, you will understand the stages buyers go through and how to
ensure you address all of these stages online. You simply have to understand how customers
use the information in their purchase decision making. You will find Section 3.7 on customer
buying models in Chapter 3 reinforces the key points.

The buying process should be catered for both online and offline (mixed-mode buying; see
Chapter 2 and also Chapter 3, Section 3.7 for more on low-involvement customer buying
models). Each stage of the purchasing process should be supported both online and offline.
Let us consider a ‘high-involvement’ purchase such as a car or a house. Assuming this follows
a simple linear buying model, what occurs at each stage?

1 Problem recognition. This can occur through changed circumstances such as a new job, new
money or the existing car breaks down, etc. Peer pressure or clever advertising or editorial
(online or offline) which highlights the problem (or the need or the want) can also help the
customer to recognize it themselves.

2 Information search. Having established a need - i.e. the problem is recognized — the customer
gathers information. We need to understand how customers gather information — online
and offline. Online, the web is increasingly used for searching. Remember there is a dif-
ference between searching and surfing. Think about the timing and frequency of when
online customers seek information. Get the timing and the targeting right and you create
‘relevance’ which allows the information through the customer’s perceptual filters. Get it
wrong and your information gets screened out by an uninterested audience.

3 Evaluation. We need to use the content on our site to communicate the features and benefits
of the brand in what may be a fleeting visit to the site or an in-depth analysis. Independent
reports prominently positioned on-site may save the buyer from having to search else-
where. We also need to think about how to cater for different customer buying behaviour
according to Internet experience. Remember that search behaviour will differ according to
familiarity with the Internet, the organization and its web site.

4 Decision. Some car buyers may have already physically test-driven several cars and now
want to decide and buy online. Some sites help the decision by offering payment facilities
that match the customer’s personal financial situation. Once the decision has been made to
purchase, we don’t want to lose the customer at this stage, so make purchasing slick and
simple. And if the customer has anxieties, give them the choice of buying through other
channels by prompting with a phone number or a call-back facility.

5 Action (sale). Often an appropriate incentive to ‘buy now’ either online or offline helps to
push the buyer over the edge and into the sale. The purchase can be made online, particu-
larly if suitable reassurances are made.

6 Post sale. Then the real marketing begins. The sale is only the beginning of the relation-
ship (i.e. relationship marketing and lifetime customers). Lifetime customers generate
repeat sales which, in turn, generate much higher profits (some estimates suggest five
times higher profits on repeat sales than on new customers). Use email and the web site to
provide customer service and support.
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But think about how the online environment has changed buyer behaviour, generally
speaking:

® Search marketing has compressed the cycle — the buying process often starts with a generic
search.

® Supplier search is now also compressed by a few visits to comparison sites which often
feature well in search engines.

® Recommendations from other customers through user-generated content has a significant
impact on conversion rates as we saw in the previous chapter (Section 3.7).

® Brand has become more important at later decision stages since it provides trust.

Figure 4.7 summarizes how content on-site can support the buying process. Produce a map
for how your site supports the buying process.

Obviously the process above applies best to high-involvement purchases like a car, rather
than to low-involvement purchases like a can of cola. Here the model is about awareness,
trial and reinforcement (ATR), followed by availability, availability, availability. Rock band
Oasis followed an interesting ATR approach to promote and sell their CD Heathen Chemistry.
To satisfy the hunger for previews (before release) and reduce the number of illegal down-
loads from the Internet, seven days prior to the release of the CD four tracks were offered to
readers of The Sunday Times as a cover-mounted CD which was encrypted so it could only be
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Figure 4.7 The buying process and how it can be supported by site content
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played four times. After that, the CD was automatically wiped and the user directed to HMV
(www.hmv.com) to buy the album. HMV donated 50p to the Prince’s Trust charity — Big
Time Cultural Bank.

Business-to-business buying models have a specification and tender stage built in before
sellers can tender or present their bids (and product information). Often, only pre-selected
or preferred suppliers’ information is considered. Note that information searches tend to be
‘directed’ or ‘focused’ rather than browsing or surfing. In fact, five different types of search
behaviour have been recognized and we should cater for each in site design and communica-
tions, but with the emphasis on the predominant groups.

Using the psychology of persuasion

American psychologist Robert Cialdini (2006) identifies six ‘weapons of influence’ that
you can use to influence site visitors and viewers of ads through the use of appropri-
ate messages. The six weapons were originally developed with reference to personal
interactions rather than web marketing, but we have summarized them as a checklist in
Table 4.2 together with our recommendations on how you can apply them to your web
communications.

Identifying hunters, trackers and explorers

Over a decade ago, the E-consultancy (2004) first classified online retail shopping
behavior. It still has currency to test how well web site design matches different behav-
jours.

Three types of potential behaviour were identified: the tracker, hunter and explorer.
Note that these do not equate to different people, since according to the type of
product or occasion, the behaviour of an individual may differ. Indeed, as they research
a product, they are likely to become more directed.

Tracker. Defined as follows:

knows exactly which product they wish to buy and uses an online shopping
site to track it down and check its price, availability, delivery time, delivery
charges or after-sales support.

i.e. the tracker is looking for specific information about a particular product. The
report says: 'If they get the answers they are seeking they need little further persua-
sion or purchase justification before completing the purchase.” While this may not
be true since they may compare on other sites, this type of shopper will be relatively
easy to convert.


http://www.hmv.com
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Summary of the online implications for Cialdini’s six weapons of influence

Influencer

V1 1 Reciprocity

V] 2 Commitment
and consistency

[Vl 3 Consensus

V] 4 Affinity (liking
and credibility)

V1 5 Authority

V] 6 Scarcity

Online marketing implication

Offer valuable, exclusive content or offers and your audience will remember
you and will recommend you through bookmarks, links or by telling their
friends. Encourage this behaviour through prompts on the site.

Get initial commitment by encouraging visitors to drill deeper, search,
subscribe or engage with product selectors. ‘Set their alarm clock’ by
providing regular reasons to return, such as new promotions, content
highlighted on-site and within e-zines.

Your audience will believe others more than they believe you! So use reviews,
case studies, testimonials and rewards as we described in Chapter 2.

People are persuaded by other people they like or who are like them, so
again use recommendations or endorsements by people who are known by
your audience or to whom they can relate.

Unless you are a well-known brand, you need to prove your authority.

So if you are a blogger, for example, you need to show off your authority,
expertise and status. Companies need to show off satisfied customers or, in
the B2B services example, their employees, qualifications and reputations!

The fear of loss is more powerful than that of gain, so show site

visitors what they could miss. For example, in links to its site in offline
communications, in its PPC ads, its email communications and, of course,
on its site, Dell makes use of time-limited offers.

Hunter. Defined as follows:

doesn’t have a specific product in mind but knows what type of product
they are looking for (e.g. digital camera, cooker) and probably has one or
more product features they are looking for. The hunter uses an online shop-
ping site to find a range of suitable products, compare them and decide
which one to buy.

The hunter needs more help, support and guidance to reach a purchasing decision.

The report says:

once a potential purchase is found, they then need to justify that purchase
in their own minds, and possibly to justify their purchase to others. Only
then will confirmation of the purchase become a possibility.

Explorer. Defined as follows:

doesn’t even have a particular type of product in mind. They may have a
well-defined shopping objective (buying a present for someone or treat-
ing themselves), a less-resolved shopping objective (buying something to

195



196 DIGITAL CUSTOMERS

‘brighten up’ the lounge) or no shopping objective at all (they like the high
street store and thought they would have a look at the online site).

The report suggests that the explorer has a range of possible needs and many
uncertainties to be resolved before committing to a purchase, but the following may
be helpful in persuading these shoppers to convert: ‘Certain types of information,
however, are particularly relevant. Suggested gift ideas, guides to product cate-
gories, lists of top selling products and information-rich promotions (What's New?
What's Hot?) — these could all propel them towards a purchasing decision.’

Another approach to catering for visitors at different stages of the buying process is ‘See.
Try. Buy’. Some customers just want to see more information about a particular product or
company; other visitors know all they need to know other than actually experiencing the
product or service — they want a free trial or a simulation or at least to see some reviews;
while others know enough and just want to buy now as quickly as possible.

Returning visitors’ behaviour can vary according to times of the day or day of the week.
Marketers use web analytics to see how activity and repeat visits vary through each day,
week, month and year. A financial services provider found a traffic peak on Monday lunchtime
when people looked to find out more after reviewing alternatives in the Sunday newspapers.
A B2B company found a peak at the start of each month that corresponded with new sales
promotions. A monthly competition was launched, timed to coincide with the traffic peak.
Marketing automation systems develop rules determined by click behavior (or digital body
language) to determine what is the best help they can give the customer at this particular
stage of their buying journey — whether it is an automatic personalized and relevant email
offer, or a dynamic pop-up page, or alerting a sales person that a certain prospect’s digital
body language indicates they are ready to buy and might welcome a phone call offering to
help. It’s all about helping the customer.

The online buying process

We have to support customers through each stage of the buying process: problem identifi-
cation, information search, evaluation, decision, action and post sales.

We need to think about how we can combine online and offline communications to support
the customer through each stage of the buying process and also support mixed-mode
buying at each stage. We also need to be self-critical about how we profile customers.
What are the underlying variables that might influence the customer’s product purchase and
usage patterns and can we track these patterns? Techniques to achieve this are described
in Section 4.10 on researching the online customer. Finally, some customers want to search,
compare and buy online. Others just want to browse. Does your web site accommodate all
stages of the buying process?
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By the end of this section, you will understand the importance of lifetime customers, rela-
tionship marketing and loyalty. You will also know how to begin to explore setting up loyalty
marketing schemes.

Look at the statistics. Retaining existing customers is five times more profitable than acquir-
ing new customers. Interestingly, Laurent and Eltvedt (2005) suggest that online repeat cus-
tomers are actually ten times more profitable. Twwenty years ago, Reicheld (1996), revealed
that US corporations were losing half their customers every five years.

Arguably all markets have accelerated into hyper-competition with more aggressive attrition
rates. Even your own opt-in email lists rapidly deteriorate with estimates suggesting that
if your list is left unused for 12 months, it can deteriorate by up to 66 per cent. Even when
active, you lose 5 per cent of your list every three months. The list is most responsive when
it’s freshly recruited; i.e. within the first few months.

All marketers know that building long-term relationships with the ‘ideal customer’ is essen-
tial for any sustainable business. By retaining just 5 per cent more customers, companies can boost
their profits by 25 per cent to 95 per cent. This section describes techniques to build and maintain
relationships with customers using a combination of online and offline techniques.

The Ladder of Loyalty

We want to move customers up what Considine and Murray (1981) originally referred to as
the ‘Ladder of Loyalty’ — from suspects to prospects to customers to clients to advocates who
are totally loyal and are happy to spread the word about our products and services.

Remember, some customers are more likely to be loyal than others. Companies need to
focus on those ideal customers who are likely to become loyal rather than the promiscuous,
loss-making customers who grab incentives and run.

Many companies now only proactively market to ‘ideal’ customers since it has been thought
that, on average, only 20 per cent of existing customers are ‘ideal’ and generate most of your
profits (however, see Section 4.1 for an alternative ‘long tail’ view). Some customers break
even, while other, disloyal, promiscuous customers are loss-makers. They cost you money.
Low loyalty has a high cost.

In Seth Godin’s now classic book, Permission Marketing (1999), he suggested that marketers
should ‘Focus on share of customer, not market share — fire 70% of your customers and watch
your profits go up!” Some companies go further — they actually stop ‘bad customers’ from
becoming customers. They also invest in acquiring and keeping ideal customers. For many
businesses, it can take at least two years before a company recoups its initial acquisition costs.

So how can we form relationships and keep customers loyal? Godin suggests that online rela-
tionships can be likened to the relationships built through dating, with incentives important
at every stage.
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Research summarized by Reicheld and Schefter (2000) showed that acquiring online custom-
ers is so expensive (20-30 per cent higher than for traditional businesses) that start-up com-
panies may remain unprofitable for at least two to three years. The research also shows that by
retaining just 5 per cent more customers, online companies can boost their profits by 25 per
cent to 95 per cent. They say: ‘but if you can keep customers loyal, their profitability acceler-
ates much faster than in traditional businesses. It costs you less and less to service them.’

Note that the relationship between customer loyalty and profitability has been questioned,
notably by Reinartz and Kumar (2002), who discovered through analysis of four company
databases that: ‘there was little or no evidence to suggest that customers who purchase stead-
ily from a company over time are necessarily cheaper to serve, less price sensitive, or particu-
larly effective at bringing in new business’.

However, existing customers do not have an acquisition cost and that’s why they are more
profitable than new customers. After acquiring a new customer, it is best to plan a contact
strategy to nurture them into repeat loyal customers.

As in any relationship, the early stages are crucial. In relationship marketing, the first 90 days
are crucial. Maintaining online customer relationships is difficult. Laurie Windham (2001)
says: ‘That’s what’s so scary about customer retention in the online space. We’ve created this
empowered, impatient customer who has a short attention span, a lot of choices, and a low
barrier to switching.’

The Cluetrain Manifesto on developing relationships

The authors of the ground-breaking Cluetrain Manifesto (Levine et al., 2000) suggest
that we should not conceive of the Internet as an impassive network of hardware and
software, but as a means of creating global conversations within markets — a new
dynamic dialogue.

The book refers to a large organization being unable to listen or respond to the ‘clues’
from customers demanding better service and response. Clues include high churn,
rising complaints and the success of more responsive competitors.

So how do you develop loyalty and strong relations with customers?

First, target and acquire the right type of customer — the ideal customer. Second, delight
them. Don’t just satisfy them. Ground-breaking research by Xerox some years ago revealed
that between 65 per cent and 85 per cent of customers who defected from Xerox were actually
‘satisfied customers’.
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Customers are more savvy and less susceptible

Customers used to be a more malleable bunch. Before the recession of 2008, the nod
of a discount or the wink of a mass-appeal reward for purchase used to be enough to
provoke a sale. Post-recession, the customer is more savvy and less susceptible (Sever,
2012).

‘As a customer perceives their strategic power, the value of the relationship diminishes.
For a win-win relationship, you need to offer an ongoing service that your customers
want’ (Robert Nuttall, Rolls-Royce vice-president, strategic marketing, cited in Sever,
2012).

So, we need to excel beyond the five ‘primary determinants of loyalty’ identified by
Reicheld and Schefter (2000):

Quality customer support

On-time delivery

Compelling product presentations

Convenient and reasonably priced shipping and handling

Clear trustworthy privacy policies.
And then delight the customer with:

Extra service and added value. There are a host of other opportunities to constantly
delight and surprise the customer. Start by asking: ‘What interests, passions and
needs do my customers have? How can | help them?’ Then see how you can add
value. The difficult bit is finding the time to think about these and then time to imple-
ment them. There is no limit to relevant, timely added-value ideas — many of which
do not cost that much, but have a high value.

Personalization. Personalization and mass customization can have a high value. They
can be used to tailor information in both the web site and opt-in email. Extranets can
be used to provide value-added services for key accounts.

Community creation. Community creation can engage the customer and provide a
hook that keeps them returning. It can be used to create a new form of added value
built around the brand. Section 4.8 deals with communities.

Integration. Integration into the customer’s own systems — e.g. enterprise resource
planning (ERP) - reducing duplication of work and increasing ‘lock-in" which creates
a switching cost should a customer ever want to leave.

Incentivization. Traditional retention methods such as loyalty schemes and sales pro-
motions work well. But remember — be consistent with your page layout so that your
customers know where to find the special offers section. Opt-in email can also alert
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customers to special offers and events. For both B2B and B2C organizations, think
about the potential for online events. There are an infinite number of opportunities.

There are many different approaches, but basically they embrace the same principles
— focus on good customers, treat them individually and serve them excellently and
outstandingly.

DIGITAL MARKETING EXCELLENCE

Dell identifies loyalty drivers

Reicheld and Schefter (2000) revealed how nearly 20 years ago Dell created a customer
experience council which researched key loyalty drivers, identified measures to track
this and put in place an action plan to improve loyalty (Table 4.3).

Ironically when you solve a customer’s major problem, that customer potentially becomes a
much more loyal customer than most other customer. Problem solving creates a glue that can
stick forever.

If personalized, problem solving and value-added excellent service is available 24/7/365 from
someone or something that really takes care of all of your needs, really quickly, and remem-
bers your name and all your interests and issues. Does this open the way for bots that create
lifelong loyal customers? (For more on intelligent bots see Smith, 2016d.)

Online relationships and loyalty

To summarize, we need to keep ‘ideal’ customers for life by building strong emotional and
rational bonds. Constantly listen to them and find out more about their needs, serve them
and then plant seeds and relevant incentives to keep them coming back again and again.

Relationship between loyalty drivers and measures to assess their success at Dell Computer

Loyalty drivers Summary metric
1 Order fulfilment Ship to target. Percentage that ships on time exactly as the customer
specified.
2 Product performance Initial field incident rate — the frequency of problems experienced by
customers.
3 Post-sale service and On-time, first-time fix — the percentage of problems fixed on the first
support visit by a service rep who arrives at the time promised.

Source: Based on examples referred to in Reicheld and Schefter (2000)



DIGITAL CUSTOMERS

By the end of this section, you will understand the benefits of building communities, be able
to assess the suitability of techniques used to foster online communities and know how to
build active and lively online communities that improve brand equity and foster customer
retention. We introduced the concept of social networks in Chapter 3, where we looked at the
main types of social network and why they have proved so popular. We also mentioned the
power of the network is 2 to the power of the number of people in the node (or immediate
group), which means that a group of just 20 people can connect with over 1 million people
(see Section 3.9 for the actual maths).

Man is a sociable animal. Communities or social networks are important. Whether stockbro-
kers or punks, people tend to group together into communities. Can your brand immerse itself
within a community and thereby strengthen its relationship with customers? Communities
of buyers, users, lovers, even haters, can pop up all over the Internet. Better to work with
communities than against them. Wouldn’t it be great if you could listen to your customers
and prospects talking about your brand and related issues? Imagine occasionally dropping in
and asking the community a question.

Imagine them telling you their current and future needs — what they like and don’t like about
your company. Imagine your brand at the hub of a community? Imagine your customers
using your brand as a virtual meeting place? Imagine your customers getting great value from
talking to each other?

Community potential has been a key feature that distinguishes online e-marketing from tra-
ditional offline marketing. But why is community important? John Hagel said:

The rise of virtual communities in online networks has set in motion an unprece-
dented shift from vendors of goods and services to the customers who buy them.
Vendors who understand this transfer of power and choose to capitalize on it by
organizing virtual communities will be richly rewarded with both peerless customer
loyalty and impressive economic returns.

(Hagel and Armstrong, 1997)

What is the reality behind this vision? How can we deliver the promise of community?
The key to successful community is customer-centred communications. It is customer-to-
customer (C2C) interaction. Customers, not suppliers, generate the content of the site, email
list or bulletin board.

Taken to the extreme, communities can create new business models, a kind of marketing
utopia where decisions are made by customers who subsequently buy the products and ser-
vices they (the customer community) generate. See the Ladder of Engagement and social
business models in Chapter 3, Section 3.10.

There are also many tools that help you to listen to both communities and individuals. Many
of these tools are free and all of them combine to answer the three big customer questions
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which you must master: Who (is my customer)? Why (do they buy or not buy)? How (do
they buy)? (Smith, 2016b).

A key question to ask before embarking on a community-building programme is: ‘Can cus-
tomer interests be best served through a company-independent community?’ If the answer
to this question is ‘Yes’, then it may be best to form a community that is a brand variant,
differentiated from its parent. For example, Boots the Chemist has created handbag.com as an
independent community for its female customers. Another tip, and a less costly alternative,
is to promote your products through sponsorship or co-branding on an independent commu-
nity site or portal. Or, at a minimum, get involved in the community discussions.

Roger Parker, author of Relationship Marketing on the Web (2000), lists eight useful questions
to ask when considering how to create a community for your customers:

What interests, needs or passions do many of your customers have in common?
What topics or concerns might your customers like to share with each other?
What information is likely to appeal to your customers’ friends or colleagues?

What other types of business in your area appeal to buyers of your products and services?

g W W N -

How can you create packages or offers based on combining offers from two or more affinity
partners?

6 What price, delivery, financing, or incentives can you afford to offer to friends (or col-
leagues) whom your current customers recommend?

7 What types of incentives or rewards can you afford to provide for customers who recom-
mend friends (or colleagues) who make a purchase?

8 How can you best track purchases resulting from word-of-mouth recommendations from
friends?

We add:
9 What similar communities or groups already exist on social media platforms? What infor-
mation or discussion topics generate most interest (responses)?

What about specific approaches for the B2B community? The B2B community offers great
potential for high-involvement business services.

Overcoming community problems

These are examples of how companies have overcome problems with their communities.

Empty communities. A community without any people isn't a community. You need
to apply your traffic-building skills. What is the online value proposition of your
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community and how are you communicating it? Perhaps it is best if existing brands
tap into a third-party, independent community rather than starting your own that
may not gain critical mass. For example, a baby toy manufacturer is likely to be better
served by getting involved on community sites such as Babycentre (www.babycen-
tre.co.uk) rather than starting its own community which may never gain critical mass
since it may not be perceived as neutral.

Silent communities. A community may have many registered members, but a com-
munity is not a community if the conversation flags. This is an increasing challenge
as time poor, information fatigued, multi-tasking are more selective about what they
engage with online today. You can encourage people to join the community, but how
do you get them to participate? Here are some ideas.

Seed the community — use a moderator to ask questions, or have a weekly or
monthly question written by the moderator or sourced from customers. Have a res-
ident independent expert to answer questions. Visit the communities on Monster
(www.monster.co.uk) to see these approaches in action and think about what dis-
tinguishes the quiet communities from the noisy ones.

Make it select — limit it to key account customers or set it up as an extranet service
that is only offered to valued customers as a value-add. Members may be more
likely to get involved.

Use email — with email groups such as Yahoo! Groups (http://uk.groups.yahoo.
com), participants don’t need to revisit the web site, it is always in their email inbox.

Critical communities. Many communities on manufacturer or retailer sites can be
critical of the brand. For example, the Egg Free Zone (www.eggfreezone.com) from
bank Egg had to be closed because of critical comments about its services and retail-
ers. Think about whether this is a bad thing. It could highlight weaknesses in your
service offer to customers and competitors, but enlightened companies use commu-
nities as a means to understand their customers’ needs better and the failings with
their services. Community can be a key market research tool (if you invest in it). Also,
it may be better to control and contain these critical comments on your site, rather
than have them voiced elsewhere in newsgroups where you may not notice them and
can less easily counter them. The computer-oriented newsgroup on Monster shows
how the moderator lets criticisms go so far, and then counters them or closes them
off. Particular criticisms can be removed. So, a moderator is clearly needed for any
company-run communities.

Communities

Well-run communities strengthen relationships, trust and loyalty as well as maintaining
brand awareness in the minds of the community members. Communities also allow a unique
opportunity to stay close to customers, their concerns, their worries and their desires. Despite
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these benefits, building an active community can be time-consuming, expensive and difficult.
Careful moderation and seeding of topics from a subject expert may be required. An alter-
native approach is to hook up to an established community that has greater independence.
Either way, communities are part of the dynamic dialogue and the dynamic opportunities
that today’s marketer enjoys.

Marketers need to know their customer profiles. What is the ideal customer’s profile? We
need to know who’s online. What are their profiles? We need to know each customer segment
and the proportion of customers who use various digital channels.

We need to know the proportion of customers who:

1 Have access to which channel or channels
2 Are influenced by using which channel or channels

3 Purchase using which channel or channels.

Let’s consider each of these now.

1 Access to channel (includes the usual geographic, demographic, psychographic variables).
E-commerce provides a global marketplace, and this means we must review access and
usage of the Internet channel at many different geographic levels: worldwide, between con-
tinents and countries. Also we must evaluate demographic differences in access — the stere-
otype of the typical Internet user as male, around 30 years of age and with high disposable
income no longer holds true. Many females and more senior ‘silver surfers’ are also active.

To understand online customer behaviour and how customers are likely to respond to mes-
sages, we also need to consider the user’s access location, access device and ‘webographics’,
all of which are constraints on site design.

Finally, we mustn’t forget the non-users, who comprise more than half of the adult popu-
lation in many countries.

2 Influenced online. Next we must look at how our audience is influenced by online media.
Finding information about goods and services is a very popular online activity, but we need
to capture data about online influence in the buying process for our own market.

3 Purchased online. Customers will only purchase products online that meet the criteria of de
Kare-Silver’s electronic shopping test. We know that an increasing proportion of people
are prepared to buy online. For e-planning, you need to know this data for your segment.
Although we can use this information when building e-plans and when calculating the
channel contribution to revenue, we still need some psychographic information to under-
stand online customers better.
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Today marketers can target behavioural profiles and geo-targeted profiles

As described further in Chapter 7, behaviourally targeting and geo-targeting ads to vis-
itors who have purchase intent is a powerful technique to increase conversion as visitors
to a destination site see targeted ads (based on their previous interest) on third-party
publisher sites which may remind them to buy. This retargeting (or remarketing, as it is
known in Google Adwords) is a powerful technique to increase conversion.

Services like Merchenta (www.merchenta.com) can also create targeted dynamically
personalized ads for, say, plumbers in Leicester to 'high quality'"” potential customers
who are actually looking® for plumbers in Leicester®. The ads also can contain positive
reviews® of the plumber.

Profiling can be taken much further and used in many different ways which were pre-
viously unimaginable. For example, targeting people whose mobiles are in Heathrow
airport, go offline for 50 minutes and re-emerge in the Glasgow area is a profile for a
train company targeting frequent flyers from London to Glasgow. See location-based
advertising (LBA) v2 for advanced data usage and customer profiling in Chapter 7.

(1) 'High quality’ prospects are identified by calculating a consumer quality score using a range of behav-

ioural indicators plus things like time of day/season/day of week, etc. — score is 0-100 where 100 indicates
maximum purchase intent.

(2) Actually looking for plumbers’ services — previously showed purchase intent for plumbers’ services (as
they previously visited the plumbers’ section on www.ratedpeople.com, etc.).

(3) Living in Leicester — geo-targeting only those people within the relevant delivery area.

(4) Positive reviews — reviews are sentiment analyzed in real time to ensure a positive emphasis in reviews,
which means the reviews are authentic, but have a positive emphasis and negative 5* reviews (5* reviews
with very rude or negative comments) are excluded to avoid polluting a brand with contradictory 5* reviews.

How should we profile online business users?

Think about the information you would want to collect when designing an online form to
profile registered-site B2B users. Users may be asked to enter the following organization
characteristics:

® Size of company (employees or turnover)

® Industry sector and products

® Organization type (private, public, government, not for profit)
® Division

® Country and region.

We also need to know the following customer variables:

® Name

® Role and responsibility from job title, function or number of staff managed
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® Role in buying decision (purchasing influence)

® Department

® Product interest

® Demographics: age, sex and possibly social group.

We can also add what stage in the buying cycle the customer is in. We can also add how inter-
ested they are; i.e. whether they are hot or cold prospects. A lot of this can be done through
digital body language (in the old days, sales reps and marketers could see if a buyer was
particularly interested or disinterested by the actual body language used). As more and more
B2B business is done online, the sales rep cannot see the body language, but e-marketers can
see the digital body language, which allows marketers to identify hot prospects and even large
hot prospects and give them very tailored (highly relevant) responses and information. This
is rules-based; e.g. if visitor X visited the product details and pricing page plus reviewed cus-
tomer reviews, they would get a higher score than visitor Y who only visited the landing page.
In addition, digital body language can aggregate visitors to see if a particular company has a
heightened interest; e.g. if several staff from the same company spend time studying product
specifications, it is likely they are at a more advanced stage in the buying process and require
more advanced information. So digital behaviour builds profiles which allow marketers to
deliver even more relevant information at just the right time.

Combine this with remarketing and these visitors can be served highly relevant ads whilst on
other sites.

Once the ideal customer profile has been defined, customers can be tracked down and offered
highly relevant information. For example, LinkedIn PPC ads can target prospects with any or
all of the following profile variables:

® Job title
Job function
Industry
Geography (country or city)
Company size (staff)

°
°

°

°

® Company name

® Seniority (VP or owners)
® Age (18-24; 25-34; 35-54)
® Gender

® LinkedIn Group.

Similarly, Facebook PPC ads can target B2C prospects with all or any of the following profile
variables:

® Age, even by birthday
® [nterests

® City, country
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® School or university, graduation year

® Connections (your fans/group members, anyone who RSVPs your events or has used your
app in the last 30 days)

® Friends of connections.

There are often several individuals involved in any one person’s decision to purchase either
B2C or B2B products and services. The choice of a family car may be influenced by parents,
children, aunts, uncles, neighbours, friends, the Automobile Association and so on. Each may
play a different role in the buying process. Similarly, the purchase of a new factory machine
may have been instigated by a safety inspector, selected by a team of engineers, supervisors,
shop steward and production manager, agreed by the board, bought or ordered by the pur-
chasing director and paid for by the financial director.

PAGES is a simple acronym that helps to build a marketing communications decision-making
unit (DMU) checklist:

Purchaser =~ The person who orders the goods or services
Adviser Someone who is knowledgeable in the field

Gatekeeper A secretary, receptionist or assistant who wants to protect his or her boss from
being besieged by marketing messages

End user Sometimes called ‘the customer’

Starter The instigator or initiator

So the actual decision maker is often a different person than the actual user of the product
or service. In B2B, LinkedIn can be very useful when identifying the DMU by searching a
company’s LinkedIn page to see who is who. Some vendors will try to connect with different
members of the DMU and develop a relationship online, or at least familiarise themselves with
what is important to each particular member of the DMU by reading their posts and updates.

New DMU member - bots?

One other, non-human, influencer that needs to be added to the DMU is the intelligent
shopping bot. Some are here already. They can take many different forms. One form
is the futuristic 3D floating holograms that appear beside the customer when the cus-
tomer is in the buying mode, giving advice, or even haggling with the salesperson (if
buying offline). Another form is the intelligent fridge (referred to in Chapter 2), which
can offer the customer a tempting online voucher to replace the last can of Guinness
with an alternative brand. Another form is the mobile phone. My iPhone has various
apps: one identifies the prices at all petrol stations near my location, and another scans
in bar codes and compares prices locally.
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Note: As mobile phones become smarter, with predictive contextual devices delivering
real-time contextualized and personalized services and information, the device knows,
through the aggregated filters of our location, our timeline and our social graph, what
we did just before and what we are expected to want or do later on (courtesy of our
online calendar, contacts database, web search history and geo-location information).
Very soon, context-based technology will predict our needs and desires. It is ‘aware’
because it holds a complete record of our past actions and habits and of our future
intentions — where we are heading and who we will meet via calendar entries, contacts,
web/search history, etc. (Frank, 2010).

So understanding the DMU is important in marketing. And identifying the ideal customer’s
profile and the associated decision making unit is important. When searching for the ideal
customer, what variables, or characteristics do you use? What is the profile of your ideal
customer?

DIGITAL MARKETING EXCELLENCE

There are always new and interesting ways of defining customer profiles

‘The market is divided into those willing to spend time to save money, almost
all of whom buy hardware, and those willing to spend money to save time, almost
all of whom buy service and support’ (Jonathan Schwartz, chief executive, Sun
Microsystems, cited in Anderson, 2008). Going forward, competitive advantage will be
gained by those who learn to ask data questions and use data to create new customer
profiles.

Customer profiles

User profiles change as online penetration changes. Marketers can now target very precisely
exactly which profile variables represent the ideal customer — as long as the marketers know
the profile of their ideal customer segments.

In our quest to understand online customers, we need to know how to research them. Before
that we need to identify what we need to know. In this section, we look at the key questions
and where to find the answers.

So what do you need to know about online customers? ‘Who’, “‘Why’ and ‘How’ are good
headings to remember. Who exactly are my ideal customers? Why do they buy or not buy?
How do they buy? These can be elaborated into:
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Who are they — demographics, psychographics, behavioural?
What do they want — their needs — why do they buy or not buy?
How do they buy (online or offline or mixed mode)?

When do they buy?

How did they find us or our competitors?

In the context of the site, we need to know, in particular, what do visitors need before, during
and after they go online and when they arrive at your site? We also need to know what kind
of content customers want. One way of finding out is personas and scenario-based design.

Modelling personas of site visitors is a powerful technique for helping to increase the usa-
bility and customer centricity of a web site. Personas are essentially a ‘thumbnail” descrip-
tion of a type of person. They have been used for a long time in research for segmentation
and advertising, but since the mid-1990s, have also proved effective for improving web site
design. Here are two simple examples for a music publisher wishing to sell music clips and
sheet music to a business audience.

® Persona 1 — George: George is a 45-year-old violin teacher who has used the Internet for less
than a year. He accesses the Internet from home over a dial-up connection. He has never
purchased online before, preferring to place orders by phone.

® Persona 2 — Georgina: Georgina is a 29-year-old ad exec who has been using the Internet for
five years.

You can see that these are quite different types of people who will have quite different needs.

Customer scenarios are developed for different personas. In her book The Customer Revolution
(2001), Patricia Seybold explains them as follows: ‘A customer scenario is a set of tasks that a
particular customer wants or needs to do in order to accomplish his or her desired outcome.’

You can see that scenarios can be developed for each persona. For an online bank, scenarios
might include:

1 New customer — opening online account
2 Existing customer — transferring an account online

3 Existing customer - finding an additional product.

Each scenario is split up into a series of steps or tasks before the scenario is completed. These
steps can be best thought of as a series of questions a visitor asks. These questions identify
the different information needs of different customer types at different stages in the buying
process.

The use of scenarios is a simple but very powerful web design technique that is still relatively
rare in web site design. There is evidence of the use of scenarios and personas in sites when
the needs of a range of audiences are accommodated with navigation, links and search to
answer specific questions. Clear steps in a booking process are also an indication of the use
of this approach.



210

DIGITAL CUSTOMERS

The approach has the benefits of:

Fostering customer centricity
Identifying detailed information needs and steps required by customers
Can be used to both test existing web site designs or prototypes and to devise new designs

Can be used to compare and test the strength and clarity of communication of proposition
on different web sites

Can be linked to specific marketing outcomes required by site owners.

Effective customer research also uses pre-launch research techniques such as concept testing,
competitor benchmarking and usability testing (Chapter 6) as well as post-launch research
such as customer profiling and tracking.

DIGITAL MARKETING EXCELLENCE

Dulux uses personas to appeal to paint purchasers

We will illustrate the development of personas through a case study from Agency.
com available through the |IAB (www.iabuk.net). The objectives of this project were to
position Dulux.co.uk as ‘the online destination for colour scheming and visualisation
to help you achieve your individual style from the comfort of your home’. Specific
SMART objectives were to increase the number of unique visitors from 1 million p.a. to
3.5 million p.a. in three years and to drive 12 per cent of visitors to a desired outcome
(e.g. ordering swatches).

Target audience based on research for user-centred design:

® Would-be adventurous 25-44-year-old women, online
® |ack of confidence

® Gap between inspiration (TV, magazines, advertising) and lived experience (shop-
ping in large DIY warehouses and potential nervous discomfort of shopping)

No guidance