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The Internet is no longer new. Most firms use it as an indispensable communications tool. It is an established focus of advertising
spending. It is the biggest growing channel for sales and investment in any marketplace. Internet start-ups have become established companies, and the big players from the ‘real world’ have
moved online. The once unexplored land has been colonized, and
the rules of this new territory have started to become defined.
Since the first edition of Cybermarketing set out the core principles that would guide marketers as they went online, we have been
learning from hundreds of companies as they started to market
using the Internet. We believe that the experiments and successes
of these early users have yielded important lessons. In this new
edition, we have incorporated a vast amount of experience to set
out what we believe is the established framework for success in the
increasingly important virtual world.
The core of our vision of successful Internet marketing is the
customer. While some firms have been led astray by technology and
IT, the truly successful have used the net to apply the core concepts
of traditional marketing in a new and powerful way. The paradox is
clear. ‘Customer focus’ is traditional thinking, but its application on
the net involves new and non-traditional approaches. Combining the
best of the old and the new is the key to success on the Internet. This
book is full of stories of companies adopting exactly that approach. In
your world, the same model can bring you professional and organizational success, and this book will show you how to achieve it.

Focus on the customer
Internet technology has developed in an extraordinary way over
the past decade. The numbers of users has risen exponentially, their
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computers have become faster and faster, and the software and
lines that determine speeds of connection are becoming more and
more sophisticated. More users, even faster computers and still
broader-band lines are all on the way. But, however impressive, this
technology does not, in itself, matter. The key is to understand the
customers who use the network. As the Internet matures, it’s
becoming increasingly clear that the successful firms are the ones
that build their businesses around people. Understanding why
people use the net, what they expect from it, and how they
communicate across it is critical to successful Internet marketing.
In the early days of the technology, IT programmers took the lead.
Now it’s all about marketing.

Why the net gives the consumer more power
Marketers know that consumers always come first. But on the
Internet their behaviour and preferences matter even more than they
do in the traditional marketing environments like shops, television
commercials and newspapers. On TV you can broadcast an advert
into someone’s home, and unless they’re quick with the remote,
they’ll see it whether or not they want to. They don’t choose to
watch the adverts, but see them by accident. When a customer
answers a call from a telephone sales firm he/she picks up the
receiver because he/she doesn’t know who’s calling. (Anyone who
has ever done telephone sales knows that they would get few
replies if customers could tell who was on the phone!) If you’re
driving a car, it’s hard to avoid seeing the billboards. Marketers
have a certain degree of power, therefore, which expresses itself
even in the language of the profession. They talk about ‘penetrating’ corners of a market, and ‘exploiting’ niches.
Online, different rules apply. Set up a website, and your potential
customers have to choose to visit it. They have to type in your web
address (your ‘URL’) into the top line of their web browser, and you
can’t do it for them. The customer is in control. It’s as if the phone
at home rang flashing a message, ‘Double glazing salesman calling’,
and offered the user the choice, ‘Answer or disconnect?’ Web advertising presents the same picture. Web-ads are small – they have to
be to leave room for the information that attracts visitors to the site
where they are hosted. As a result they can’t carry much information. To find out what the product’s really about, Internet users have
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to click on the advert to reveal more details. Once again, the Internet user has the choice. It’s not hard to see why the ‘customer first’
principle of marketing matters so much more on the net.
For companies, this means creating Internet materials that will
entice users to choose to look at them. The customer must get
something out of the experience, and so 90 per cent of what you
do on the Internet must add value, 10 per cent can sell – any other
combination fails. If you don’t do this, your expensive website will
lie dormant, ignored and unvisited by the Internet millions who
know that they are in control. But if you do provide value, and
present your public with offers, information and material they want
to look at, you will be rewarded by access to a market that now
encompasses most of the developed world.

Why has the Internet been so successful?
Millions of words have now been written explaining the success of
the Internet. For the marketer, the most useful perspective is the
user’s. The Internet offers the user a cheaper, quicker and easier
route to achieving various goals than any other technology. If, for
example, you want to find some information, you may have to
choose between going to the library, or going online. Logging on
will save you time and effort (and probably money – there’s no bus
fare or petrol costs to pay). Not surprising, then, that so much information is collected from the net. Perhaps you want to buy
something? If you travel to your local shop, you don’t know if what
you want will be in stock, and you don’t know that the price will
be competitive. Indeed, you may have to visit – or telephone –
several shops to get the best deal. Online you can find a supplier
and compare prices much more easily. If you think of the trouble
taken to find information or compare prices in the real world as a
‘cost’, then it’s clear that these costs fall online. The Internet allows
its users to save costs, and so millions of people use it.
It also allows the firms supplying goods on the net to save costs.
It’s cheaper to store goods in a remote warehouse than in an Oxford
Street store, and there are no sales assistants to pay. It’s easier to
do market research and sector analysis using online technology. As
a result the online traders can undercut high street rivals, and pass
at least some of this saving on to the consumer. Once again, the
Internet offers lower costs and greater value to its customers. The
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success of the Internet, therefore, can be understood in simple,
customer-focused, economic terms. It offers value.

Who benefits?
We have already seen that customers can benefit and online firms
can benefit from the net. But so too can individual professional
staff: the Internet offers you something, too! It enables the individual to gain and sustain competitive advantage by providing a
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knowledge base and professional network of contacts. Successful
people will be working smarter not harder; leveraging a network
of contacts rather than re-inventing the wheel; relying on other
people’s knowledge bases rather than recreating one. Communicating will become critical to success and the Internet will be critical to communication. As Mary Cronin put it, ‘Managed
strategically, the Internet offers more than just a global lifeline to
the future. It can become the key ingredient to leadership in the
age of interconnectivity’.

Ongoing support – the Cybermarketing
website
This book has been written to help you assess the Internet for
yourself, and the book is accompanied by information on the Internet at:
http://www.marketingnet.com/cybermarketing

We have created an accompanying website for three reasons:
• to offer new users of the Internet a quick and easy way to get online
and access relevant, professionally supportive information.The site also
provides an easy one-stop shop to searching on the Internet, access
to numerous sites which will excite and interest you, giving advice and
reinforcing the messages in this book as you go.
• to strip out the Internet gobbledegook which appears in many of the
Internet books, and enable you to look behind the hype and the
mystique at some of the practical issues surrounding the Internet.
• to help you keep up to date.The principles in this book are now established, but the rapid pace of Internet evolution means points of fact
will constantly change. The website allows us to present new and
important developments which occur after publication.
The website works by displaying a summary of each chapter and
linking references within it to the relevant companies’ information
on the Internet. Rather than giving the full Internet address, we
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include a link from the accompanying chapter online direct to these
companies’ websites.
So whenever you see a company name italicized in this book, it
implies that there is a reference to it on the accompanying web
chapter, e.g. CD-Now implies a web-page which you can visit by
jumping from the accompanying web chapter.

Conclusion
This book will show you how to apply traditional marketing
concepts for successful marketing using the Internet. It will also
highlight challenges that a marketing person will face when
confronted with this new medium and show in detail how successful companies have tackled these issues.
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Chapter 1

Marketing with the
Internet
Who is this book for?
This book has been written to help marketing professionals understand and use the Internet. It covers everything from market
research to delivering goods sold over the net. It is a practical book,
and is aimed at two groups.
• If you are new to the net, and have never written a website, set up
an e-commerce facility or had to work out how the Internet fits in to
your wider marketing strategy, this book will explain from first principles what you can do, and how you do it.
• If you do have some Internet experience, but feel you are not seeing the
full benefits, this book will provide you with a set of powerful concepts
which will help you improve your Internet results. We provide a series
of models that explain, for example, how to analyse your market, prepare
a marketing mix that works online and make judgements about online
selling that will allow you to improve the results you get from the net.
We have also designed this book to help experienced marketers and
non-marketing professionals alike. Whenever we introduce a core
marketing concept (like ‘segmentation’, preparing a ‘marketing
mix’, or ‘developing a marketing information system’) we explain
from first principles what these ideas mean, why they are so
powerful, and how they can be used. Readers new to marketing as
well as seasoned professionals will be able to follow the advice and
guidance we have developed. You do not need to understand the
jargon of marketing and the Internet to use this book!
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In this chapter we begin with a framework of the marketing
planning process and we outline how the rest of the book has been
structured.

Introduction to marketing
The term ‘marketing’ has become established in our everyday
vocabulary, but unfortunately it is loosely used with many different interpretations. Many people associate marketing with, or
confuse it to mean advertising, selling, packaging or public
relations. It is not surprising therefore, to find that many proprietors, managers and employees in organizations invariably quote
the words advertising and selling to mean marketing.
This misunderstanding can be explained by the fact that all of
us, as employees, businesspeople or consumers are constantly
exposed to media advertising and selling techniques by large multinational and retailing organizations. We have all been sold
something: either in a store; on the doorstep; over the telephone; at
work by a sales representative; through direct mail advertising or
even via the Internet. So it is quite natural for employees and the
general public to assume that marketing is something to do with
advertising, selling or creating a company image.
The explosion in interest in the Internet as a new marketing
medium has been accompanied by a plethora of articles, books,
guides and online publications on ‘How to market your business on
the Internet’. Most of these publications have fallen into the classical trap of interpreting marketing to mean advertising, selling,
online direct marketing and creating home pages to enhance the
company’s corporate image. Even some seasoned marketing professionals are seeing the Internet only as another means of promoting
the company and its products around the globe. One possible reason
for this narrow view is that much of the material published on the
subject has been written by technocrats. Equally, many of the ‘Internet marketing services agencies’ that have mushroomed recently are
managed by IT and computer specialists who have little understanding or experience of the marketing function.
In order to gain maximum benefit from the new communications
medium, it is essential that marketing and non-marketing professionals are reminded of the essence of the marketing function prior
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to getting into detailed explanation of how to use the Internet as a
marketing tool.
This chapter presents the ‘big picture’ and has two sections. We
begin with the basic question: ‘What is marketing?’ by examining
the purpose of any business organization and by explaining the
marketing concept. Then we provide an overview of the marketing
process, and highlight how the Internet can be used to provide
access to valuable information and customers around the world.

Section 1 What is marketing?
The purpose of any business
When asked the question: ‘What is the purpose of an organization?’,
the most common response is to make a profit. Obviously, firms
must make profits in order to survive by reinvestment and by
providing return to shareholder capital, but it is important to understand that profit comes from sales turnover. There is only one source
of sales turnover, and that is from the firm’s customers. Even in the
non-profit-making and the public sector, the revenue generated is
directly proportionate to the number of ‘customers’ served. The
purpose of any business organization is much more than simply to
make a profit by the manufacture and selling of goods or services.
Peter Drucker (1954) first proposed that the purpose of an organization is to create a customer or a customer base, and expressed it
in the following terms:
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If we want to know what a business is, we have to start with its
purpose, and its purpose must be outside the business itself. In fact,
it must be in society, since a business enterprise is an organ of society.
There is one valid definition of business purpose: to create a customer.
Levitt (1986) reinforced this message by emphasizing that ‘the
purpose of business is to create and keep a customer’.
In reality, the ideal organizations are the market-orientated
businesses, large and small, that create and meet the needs of the
‘customer’. The customer is created by means of identifying needs
in the marketplace, finding out which needs the organization can
profitably serve, and developing and offering to convert potential
buyers into customers of the firm. It is only through providing
customer satisfaction that organizations can achieve their goals,
such as survival, maximize profits or the attainment of other social
objectives. Drucker’s definition of the purpose of the business in
society can be extended to provide an overall explanation of what
is meant by the term marketing.

What is marketing?
There are numerous formal definitions of marketing. In the UK, the
following definition, developed by the Chartered Institute of
Marketing, is accepted as one that encapsulates the essence of the
marketing function.
Marketing is the management process responsible for identifying,
anticipating and satisfying customer requirements profitably.
In addition to being an important business function, marketing is
an organizational philosophy – a concept, an approach or an
attitude to the way in which the organization is directed and
managed. The marketing concept is a business philosophy that
Kotler (1984) has expressed in the following terms:
The marketing concept is a management orientation that holds that
the key task of an organization is to determine the needs, wants and
values of target markets and to adapt the organization to delivering
the desired satisfaction more effectively and efficiently than its
competitors, and to make a profit.
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This somewhat long definition can be broken down into four key
components (those highlighted above) and explained more fully.

(a) Management orientation
The starting point of understanding the marketing concept is that it is
a management orientation. This means that in order to successfully
apply the marketing philosophy, an organization must be headed and
managed by individuals who are themselves orientated towards
meeting the needs of the customer. This attitude, or approach, to
running the business must then permeate throughout the organization
to ensure that it can survive and grow in a competitive environment.
Most organizations operate on the basis of one of the following
three orientations:
• Production orientation: Making what the firm can or is best at and
selling to whoever will buy it.
• Selling orientation: Placing major emphasis on advertising and selling
to ensure sales.
• Marketing orientation: Place major emphasis on prior analysis of
the needs of target markets and adapting products and services to
meet those needs, if necessary.
Davidson (1987) has argued that in the UK, marketing orientation
is an exception rather than the rule. This applies both in large and
smaller firms. In smaller firms, the owners and/or partners represent the top layer of management and are agents for giving the
organization its orientation and direction. But because most small
firms are established by individuals with skills, crafts or ideas, the
most common orientation and direction for the business operations
is towards production and selling. Such production and sales-orientated businesses fail to create the necessary customer base to
survive for very long in highly competitive markets.
The very successful businesses are those headed by entrepreneurial and marketing orientated chief executives. Alan Sugar
(Amstrad), Richard Branson (Virgin) and Anita Roddick (Body
Shop) are amongst the well known entrepreneurs who have built
successful businesses by focusing their efforts on meeting the needs
of their customers. Now, as larger organizations, these individuals
still provide the management orientation and direction for the
business operations, but have marketing directors and other
marketing personnel to implement their corporate plans.
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Management orientation is a starting-up point of implementing
the marketing concept and can be summarized as an attitude of
mind, and approach or a philosophy of running a business organization that regards the customer or the consumer as a focal point
around which all other decisions revolve.
Depending upon the size and nature of a business concern, a
typically marketing oriented organization has a marketing director,
and middle and junior marketing management personnel. The
appointment of marketing personnel is no longer confined to fast
moving consumer goods manufacturers such as chocolates,
cigarettes and beer. Local councils, hospitals, charities, bus companies and even political parties now employ marketing directors and
managers to market their products, services or ideas.

(b) Understand the needs, wants and values of
target markets
The marketing concept is based on the principle that all the activities
of an organization should be geared to meeting the needs and wants
of its customers. This implies that the organization must allocate sufficient resources, attention and effort to constantly researching, monitoring and evaluating the needs, wants and changing values of those
customers. Organizational survival depends on the firm’s ability to
secure repeat business amongst its customers. Repeat business or
purchase only occurs if and when customer satisfaction has been
achieved. An unsatisfied customer will, on the next occasion, buy a
competitor’s product or service and may also spread unfavourable
word-of-mouth messages about a company or its products. Customer
satisfaction only results when the product, service or the organization
meets the exact needs, wants and values of its customers.
Needs
A need can be defined as a state of real or perceived deprivation.
It can also be thought of as a state of imbalance or dis-equilibrium.
For example, when an individual has gone without food for some
time, there is a feeling of deprivation, or imbalance between feeling
hungry and not feeling hungry. All human needs stem from our
basic physiological, social and individual needs for food, shelter,
warmth, safety, belonging, affection, knowledge and self-expression. A need can also be thought of as a problem. The recognition
of the problem prompts an individual towards problem-solving
behaviour. A hungry person therefore, will take action towards
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correcting the imbalance or the problem, and buy or prepare
something to eat. A need, or the recognition of a problem, is the
starting point of all buying behaviour, including the buying behaviour in organizations for purchasing industrial products or services.
Wants
We translate our needs into wants that are heavily influenced by
social and cultural norms or individual personality. For example, a
need for clothing is not merely to serve the purpose of covering the
body, but is translated into want of a fashionable pair of jeans that
conforms to an individual’s peer group behaviour and acceptance.
The consumer in this case has not purchased a physical product
but a number of benefits that may accrue from the label, manufacturer or design of the pair of jeans. Likewise, a manufacturer of
chemical products may think that farmers need fertilizers and
therefore place considerable effort in promoting and selling the
features of his chemicals. What the farmers really need is greater
yield of crops from their soil. Here, as customers for industrial
products, the farmers would be buying benefits of a particular
manufacturer’s fertilizers and solving a common problem.
Whilst human needs remain constant – for example, we will
always need clothing – our wants change in line with our age,
fashion, economic conditions, technology culture and society.
Values
All customers have values made up of attitudes and beliefs that
affect their perceptions and buying behaviour. Beliefs can also be
thought of as knowledge, opinion or faith depending on whether
they can be verified by personal experience or by research. An
opinion is a belief which has not yet been verified, and faith is a
belief that is unverifiable, but nevertheless adhered to.
For example, if customers believe that manufacturers of aerosol
based products contribute to damaging the ozone layer, they may
decide to stop using such products and look for alternatives.
Manufacturers of deodorants and air fresheners have recently
changed their products and emphasize their concern for the
environment. In marketing terms therefore, we can see this as an
example of how a customer’s need for social acceptance and
belonging has now been translated into a want of an ‘ozone
friendly’ deodorant that would nevertheless ensure effective
control of body odour.
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An attitude can be defined as an individual’s continuous
favourable or unfavourable mental evaluation, emotional feelings,
or tendency to act towards some object or idea. Attitudes influence
beliefs and beliefs influence attitudes. Because attitudes involve
thinking as well as emotional feeling and vary in intensity, they can
be measured for use in marketing products and services. Although
attitude measurement is difficult, there are many methods that can
help marketers to change consumer attitudes or change their
products to meet those attitudes.
The definition of marketing concept also specifies that organizations must determine the needs, wants and values of ‘target markets’.
This means that rather than making and promoting products and
services to everybody in the hope that they might be bought (a
shotgun approach), it is much more effective to target products to
groups of customers with different needs or characteristics (targeting).

(c) Adapt to market demands
Adapt the organization to delivering the desired satisfaction more
effectively and efficiently than competitors. An organization
attempting to implement the marketing concept may fail to achieve
sustained return from its marketing effort due to the lack of the
required degree of change necessary to compete effectively in the
marketplace. Adapting or changing the way in which an organization operates is probably the most difficult aspect of implementing
marketing orientation in businesses that have a long history of
being driven by production or sales considerations.
A pre-requisite of successful marketing orientation is the willingness and ability of an organization to use the market research data
to design the required products and to change its methods of
production, sales and customer relations.

(d) Make a profit
If we accept the fact that the purpose of an organization is to create
customers, it follows that marketing is the sole revenue generating
activity. In any manufacturing organization there are four business
functions essential to its operation and growth. These are finance,
production, personnel and marketing.
• Revenue generated by sales turnover has to be managed and
controlled or finance for investment raised from shareholders or institutions and the function absorbs cash resources.
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• Production, financed by revenues and share capital also costs the
organization in terms of factors of production, raw material and
warehousing for stock control.
• People need to be found, managed and administered, therefore personnel skills are essential where people are employed, for example, to
manufacture the products and administer the operations, and represent an on-going cost to the organization.
Through these three additional functions, an organization can raise
the finances, produce the products by employing premises,
machinery and people but so far has not generated any revenue.
Cash only comes into a company when it has a customer who is
willing to make a transaction.
Marketing, although it requires an investment (in terms of
market research, new product development and promotion), is the
sole revenue generating function in any organization. The marketing function creates the customers that provide a business with the
necessary sales turnover from which to release a profit. This fact is
often taken for granted by production managers who use the
company revenues and financial people who manage and control
the money in the business.
The realization of the importance of the marketing function in
creating customers and generating revenue has led many organizations to review and change their definition of what businesses they
are in. Rather than thinking that they manufacture or sell, they now
think in terms of what they market. For example, British Telecom
Plc is no longer operating as a telephone company but is in the
business of marketing telecommunication systems. W.H. Smith does
not just sell books but markets and retails leisure products. In these
and other organizations such as McDonald’s (fast-food retailers),
Amstrad (electronics) and Marks & Spencer Plc, which fully implement the marketing concept, the whole of the company becomes a
marketing organization and looks to develop, manufacture and sell
products and services from the marketing point of view.
Having an understanding of the purpose of an organization and
the marketing concept, it is relatively easy to develop a precise
meaning of the term marketing. A simple definition and illustration (Figure 1.1) of marketing is as follows.
Marketing is a human activity aimed at satisfying customer
needs and wants through an exchange process, providing
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Figure 1.1

Marketing: an exchange process

customers with benefits that satisfy their wants for payment
and profit.
In simple societies or when demand exceeded supply, business was
a straight line transaction between a product or a supplier and
consumers. Manufacturing companies made profits by concentrating on producing efficiently. Consideration of customer needs came
at the end of a long chain of events. The customer was thought of
as a problem solely for the sales force, whose task was to sell what
had been produced.
A modern business, operating in an economy of abundant
supply, is much more complex. Because consumers are under no
compulsion to consume all that is available and there are numerous alternatives to choose from, organizations have to operate by
focusing on meeting customer needs. A product idea or service is
therefore rarely offered directly to the customers. It first has to go
through research and development to meet the precise needs of a
target market. Then it has to be produced in commercial quantities
and qualities. It has to be carefully priced, promoted and finally
distributed and sold in the marketplace. All these activities have to
be co-ordinated by a policy making function. That function is
marketing in its broadest sense.
Marketing, or the marketing concept, essentially focuses on all
the activities of the organization on satisfying customer needs by
co-ordinating and integrating with the other business functions to
accomplish the organization’s long-term objectives. The marketing
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concept as an operational philosophy does not imply that other
business functions such as production and finance are secondary.
Nor does it suggest that customer needs can only be met through
large sales volume. The marketing concept requires integrating, coordinating and communicating such diverse marketing activities as
product development, pricing, sales forecasting, marketing
research, direct marketing, PR, advertising and selling. It is in
essence the ‘unifying force’ within the organization and therefore
closely co-ordinated with other business functions.
Figure 1.2 illustrates the co-ordinating role of marketing in an
organization.

Supplier
Research
&
Development

Finance &
Personnel
Function

Marketing
Production

Customer

Figure 1.2

(These facilitate
& resource other
functions)

Sales

The role of marketing in an organization

Competition and the need for differential advantage
In a free market economy where competition is encouraged, there
tends to be many suppliers of identical products and services. In
most markets, when a new product is developed by one company,
the competition will follow very quickly with ‘me too’ or homogeneous products. This leads to the availability of several alternatives
from which the customer may choose. In some cases, such as
cigarettes, chocolate and lagers, it is very difficult for customers to
tell the difference between different brands in their physical form or
in blind tests. A perfect example is petrol. We do not even see it when
we fill the tank with this product, but we are constantly told that one
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brand is better than another. A service, such as a bus ride or an air
journey between two locations, offered by more than one company,
is identical in meeting the needs of the travelling consumer. In order
to create customer preferences towards their products and services,
organizations have to differentiate their offerings from those of the
competition. These differences or unique selling propositions (USPs)
may not be inherent in the product or service, and may be created
through product planning, packaging, pricing, advertising and
targeting to specific groups of customers. A good example is the way
in which Heineken has been marketed as ‘the only beer that reaches
parts that other beers cannot reach’. There is no magic ingredient in
the beer, but the difference or differential advantage has been created
through creative and repetitive advertising.
The strategy of differentiation enables a company to survive
amidst ‘me too’ products and avoid price competition. It helps a
company to compete on the basis that its products are different from,
and better than, competitive models. It is only through the use of
marketing techniques that an organization can create and communicate differences in its products and gain a competitive advantage.
The conversion of features inherent in products and services into
benefits that customers can understand is probably the most effective
method of creating differences that can easily be communicated. For
example, customers can readily understand that a car has new
technology components that makes it much safer in wet conditions
than technical details of anti-lock braking systems. In many other
cases the differential advantage in selling products and services
comes from the reputation or image of the organization established
over a period of time. For example, consumers rarely question the
quality of products marketed by Rolls-Royce, IBM or ICI. An appreciation of the need for all organizations to somehow differentiate their
products or services is an essential pre-requisite to understanding the
role and importance of marketing in creating and keeping customers.

Section 2 An overview of the marketing
process
The marketing process, or the implementation, has three main
components that are closely linked and which together with the
company’s stated objectives go towards the preparation of a

