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ABSTRACT 

The internet offers marketers a lot of benefits as a new communication and distribution 

channel and also as markets themselves. 

Consumer are also increasingly interested in an easy and convenient way of shopping. 

However, few commercial success stories have been heard of 

This ~aper discusses internet marketing reviewing literature related to core concepts and the 

recent trends of marketing, demands for changes in marketing thinking and also the 

frameworks suggested for understanding internet marketing. 

The main focus is to test the using of internet marketing concept with some authors' 

assumptions on the identified marketing characteristics, described marketing objectives, and 

proposed marketing mix strategies. 
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INTRODUCTION 

The tremendous growth of the Internet has created opportunities for consumers and 

firms to participate in an online global marketplace. The Internet has provided a rare 

opportunity especially for small to medium sized enterprises (SMEs). It moves 

organizations beyond the physical constraints of their traditional distribution 

channels and creates a world wide virtual community in which SMEs can compete 

with large enterprises. The potential of the Internet as a commercial medium and 

market has been widely documented in a variety of publications (Haffman et al., 

1995; Jarvenpaa & Todd 1997). However, the literature to date on electronic 

commerce is by and large anecdotal. Both successful and unsuccessful cases of 
' 

Internet marketing have been reported. There are no proven successful models that 

can help the management to determine the benefits that Internet marketing could 

provide for their business. A Web site gives direct contact between the organization 

and consumer. The rapid developments of online computing technology, some 

especially targeted at SMEs (Asian Business 2000), make it inevitable for 

businesses not to seriously consider the Internet as an alternative distribution 

channel to avoid losing competitive advantage. 

Since 1993, the Internet has been used to support conventional sales and marketing 

activities; it matches buyers and sellers in a more cost-effective manner compared 

with traditional advertising and marketing. While transactions are taking place on 

the Internet, the current level of commerce is small relative to overall commerce in 

the United States. The phenomenal growth of the Internet community has begun to 

alter the way buyers and sellers exchange information and the structure of 

distribution. It breaks through the physical barriers traditionally placed on 

commerce and moves firms to a new commercial marketplace. In addition, the 

opportunity for buyers to examine or test the product or service and interact with the 

seller to receive additional information or support can be provided through the 

online service. 

While many successful cases of the online marketing approach have been recorded 

in electronic commerce literature, a handful of failed cases have also been reported. 
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II. MARKETING & THE INTERNET 

2.1. Marketing Theory 

Marketing theories can be classified in many ways. Moller and Halinen-Kaila 

(1998, 190-192) emphasise the use of multiple marketing modes, which means that 

we always need several theories in order to reach a comprehensive understanding 

of the marketing activities of most firms. In practice, it seems as if every marketeer 

should have his/her own "theory of marketing", and "tools" for practical marketing 

management accordingly. Each approach provides a partial view of the 

phenomenon. 

Sheth, Gardner and Garrett (1988) analyse the roots of marketing, its origin, and its 

early thinkers. They developed a typology of different schools of marketing 

thought, which discovers the underlying shifts in the substantive and 

methodological perspectives in marketing. Although marketing's origins are in 

economics and in the viewpoint of the seller, marketing has evolved more and more 

toward non-economic explanations for marketing practice and has increasingly 

adopted the viewpoint of the buyer. These six metatheory criteria were used to form 

a typology: structure, specification, testability, empirical support, richness, and 

simplicity. They discuss twelve schools of thought: commodity, functional, 

regional, buyer behaviour, activist, macromarketing, institutional, functionalist, 

managerial, organizational dynamics, systems and social exchange, along with the 

dimensions of interactive-noninteractive and economic-noneconomic. The 

managerial school of thought gets the highest scores, and it has its merits in 

generating several unique concepts for marketing, such as, product life cycle, 

marketing myopia, marketing mix, marketing concept itself, market segmentation, 

product differentiation, and market differentiation. Sheth et al. (1988, 191) consider 

marketing as the study of market behaviour. To that extent, marketing is broader 

than any one school of marketing thought. It has subdivisions, including services 

marketing, industrial marketing, international marketing, direct marketing, 

nonprofit marketing, and so on. They believe that we need "a theory of marketing 

that identifies what values are or can be created by marketing, who creates them, 

and how they are distributed so that all parties benefit from market behaviour". 
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2.2. Latest Trends in Marketing 

Customers' increasing role in marketing, the information technology and 

postmodern perspectives to marketing research are discussed. 

Wikstrom (1996) understands and explains company-consumer interaction 

theoretically and empiricially from management perspective by analyzing the value 

creating process in interaction on company-consumer level, and draws theories from 

industrial marketing, services marketing, (inter)organizational theory (interaction 

school),theory of learning, and relationship marketing. The aim of his research is to 

understand a customer as a co-producer, and value creation to be implemented by 

company-consumer interaction. The company's role is designing a system of 

activities within which customers can create their own value. With the support of IT 

companies are also becoming capable of interacting with many consumers on an 

individual basis. Prahalad and Ramaswamy (2000) also point out that in the new 

economy companies must incorporate customer experience into their business 

models. 

Moller and Halinen-Kaila (1998) propose that the current relationship marketing 

discussion is primarily deriving its contents from the four sources, services 

marketing, data-base marketing and marketing channel and business marketing. 

They also argue that the rapidly developing information technology has been 

creating a primarily practice-based and consult-deriven literature on managing 

customer relationships through data bases and direct marketing activities with the 

buzz words 'mass customization' and 'one-on-one marketing'. The 'information 

technology' approach has a heavy emphasis on marketing communications, and is 

often also referred to as the integrated marketing communications 'school'. 

Laurent and Pras (1999) argue that research in marketing has changed and will 

change in depth resulting from better data and alternative approaches. Better data is 

available, for example, through scanners. They give a much more precise view of 

real purchase behaviour and of -many causes of that behaviour. There is also a 

tendency towards direct marketing, the development of extensive databases on 

individual customers, which allow a retailer to have a full perspective on each 
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omer's history. This leads to a longer-term view of customer relationships and 

efore to the accumulation of better data on each customer. 

The implications for the marketing of consumer goods and services under 

:onditions of postmodernity are that many assumptions about the consumer, 

consumption and marketing research methodology require fundamental 

reassessment. Central to postmodern theory is the proposition that consumers no 

longer consume products for their material utilities but consume the symbolic 

meaning of those products as portrayed in their images. The meanings of consumer 

goods are grounded in their social context and the demand for goods derives more 

from their role in cultural practices than from the satisfaction of simple human 

needs. Consumption is one way of participating in social life and establishing social 

relationships. Elliott (1999, 13) defines marketing to be "a social practice located at 

the centre of the construction of symbolic capital and thus involved in the 

development of the meaning of consumer culture". Marketing is "the ascribing of a 

meaning in a society" (Cova (1999, 80). 

Kotler's (1997, 14) definition of marketing is as follows: "Marketing is a social and 

managerial process by which individuals and groups obtain what they need and 

want through creating, offering, and exchanging products of value with others". 

More emphasis is put on providing value within customer relationships and the 

value creation process itself (Anderson and Narus 1999; Storbacka et al. 1999). It is 

believed, as Kotler (1997, 38) argues, that customers estimate which offer will 

deliver the most value. Customers are believed to be value-maximizers, within the 

bounds of search costs and limited knowledge, mobility and income. It is believed 

that buyers will buy from the firm that they perceive to offer the highest customer 

delivered value. Customer delivered value is the difference between the total 

customer value and total customer costs. The total customer value is the bundle of 

benefits customers expect from a given product or service (product value, services 

value, personnel value and image value). Total customer cost is the bundle of costs 

customers expect to incur in evaluating, obtaining, and using the product or service 

(monetary cost, time cost, energy cost and psychic cost). 
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. Internet Marketing 
Internet (the net) and the World Wide Web (the Web) offer a new distribution 

a communication channel for marketing and markets themselves. According to 

Ahola (2000) electronic shopping has become more popular, and marketeers are 

increasingly interested in Web technologies. So far, experiences of Web retailing 

and shopping show that the Web has not offered the customers and the marketeers 

the benefits that are expected. (Palmer 1997; Alba et al. 1997; Wigand 1996, 13). 

Ahola (2000) states that marketing is a study of market behaviour, the purpose of 

which is understanding, creating and managing exchange (customer) relationships 

within which value is created, provided and communicated. The purpose of 

marketing is to create long-term interaction with relational bonds of attraction, trust 

and commitment. Many concepts are used to describe Internet marketing. However, 

conventional methods and tools are still needed in marketing, although the Internet 

or the Web is the context and the environment of marketing. The basic tools and 

techniques oflnternet marketing are the e-mail and the Web. Interactivity, customer 

relationships, and customization are emphasized as elements of Internet marketing 

due to the tools available. Therefore, demands on changes in marketing paradigm 

have been suggested (for example; Brannback 1997, Deighton 1996, Dutta et al. 

1997; Hoffman and Novak 1996), and it seems evident, as the context of marketing 

changes. 

The issue is how to make customers buy on the Web. That is a fundamental problem 

of marketeers. It is therefore necessary to do an extensive literature search on 

Internet marketing in order to derive from the views of the majority of researchers. 

These views will be debated by this proposal study. 

2.4. Benefits & Limitations 
The Internet with its unique features of globality, independence of time and place, 

and low costs offers several benefits both for marketeers (sellers) and also for 

consumers (buyers). 
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Technology applied with the set of design principles makes it possible for 

companies to mass-customize at a low cost. Peterson et al. (1997, 333) emphasize 

the fact that the Internet as a marketing channel has unique characteristics which 

are: 
1. The ability to store, to provide, to search, to organize and disseminate a vast 

amount of information, 
2. The ability to serve as a transaction medium and as a physical distribution 

medium for certain products and, 

3. The ability to provide perceptual experiences that are far superior to a printed 

catalog, and 
4. Relatively low entry and establishment costs for sellers. Using the Web it is 

possible to create easily updated virtual catalogs, on-screen order forms, online 

customer support, worldwide distribution of product announcements, customer 

feedback, surveys etc. 

Electronic commerce also offers opportunities to suppliers, such as global presence, 

improved competitiveness, mass customization, shortened supply chains, 

substantial cost savings and new business opportunities. Examples of specific 

business benefits of electronic commerce are, among other things, reduced 

advertising, delivery, design and manufacturing costs, improved market 

intelligence and strategic planning, opportunities for niche marketing, equal access 

to markets, access to new markets and customer involvement in product and service 

innovation. As a promotional channel it is cheaper and more information can be 

transmitted globally. The Web pages provide viewers with interesting images and 

intangible benefits such as entertainment, fun, and useful up-to-date information, 

which is yet another value-added service for customers. As a distribution channel, 

the Web could offer cheaper products for some segment of the market offering 

convenience in Web shopping. 

Values for buyers offered by the Internet and the Web are, among other things, 

global choice, quality of service, personalized products and services, rapid response 

to needs, substantial price reductions and new products and services. One important 

consumer benefit associated with marketing is the access to greater amounts of 
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mamic information to support consumer decision making, and comparison 

ing. The Internet offers a new communication model where consumers can 

· rely choose whether to approach firms through their Web sites and exercise 

ntrol over the management of the content with which they interact. 

There are several commonly discussed barriers for electronic commerce such as 

legal, cultural and technical problems, lack of common trust, security and privacy 

concerns, credibility and reliability of Web vendors and a more limited variety of 

offerings than off-line vendors. Jarvenpaa and Todd ( 1997) conclude from their 

surveys consumers to be disappointed not being able to easily compare prices 

across retailers. They also find the Web shopping to be more cumbersome than 

catalog shopping, and the Web to be hard to navigate, as consumers were 

disappointed with the outcomes of their goal-directed shopping. They also had 

concerns related to the timing and handling the deliveries, because they might be 

inconvenient, perishable items might spoil or melt in transit. Many people reluctant 

to try new technologies (Burke 1997; Jones and Biasiotto 1999). Sheth and Sisodia 

( 1997) argue that the future success of marketeers will depend on their ability to 

deliver total customer convenience. 

Experiences of marketing in Internet retailing context were gained through a case 

study of a pilot e-shop, which was carried out within the VRFlow project (Ahola et 

al. 2000). The project is interested in the enhancement of Web-based electronic 

commerce systems through hypertext functionality and virtual reality technology, 

and their effect on navigational behaviour and customer purchasing behaviour 

(Oinas-Kukkonen 1998). The case study proved to be useful in demonstrating the 

difficulties encountered in a practical situation when creating anti delivering value. 

2.5. Marketing Theory & Internet Marketing 

Because of this new marketing environment or new medium, it has also been 

proposed that marketing thinking and practice, the marketing paradigm itself, will 

and has to change towards more interactive, one-to-one or relationship marketing 

(Brannback 1997; Deighton 1996; Hoffman & Novak 1996; Peterson et al. 1997; 

Rayport & Sviokla 1994, 1995; Wigand 1996; Wikstrom 1996). 
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and Sisodia (1999) suggest that, as marketing is a context-driven discipline, 

eting will change in the Web context. Especially location centric concepts will 

=fundamentally altered by the evaluation of the Internet" and new theories and 

.like generalizations on disintermediation or reintermediation are needed as the 

ernet enables content (information, transactions) on-demand, immediate and free 

mmunication and transactions. Thus they call for further research to discover 

new insights and paradigms for marketing. 
Hoffman and Novak (1996) argue that successful Web marketing efforts will 

require an evoluation in the marketing concept, in which the firm also engages in 

marketing activities that contribute positively to the development of the medium 

itself They call this an "extended marketing concept". 

Rayport and Sviokla (1994) suggest a model of new ways of adding value in 

marketspace and a theory of marketspace transaction. Form the traditional 

marketing mix theory with four Ps marketplace interaction between physical seller 

physical buyer has been eliminated. Information-defined transactions are creating 

new ways of thinking about making money. Both marketplace and marketspace 

transactions are occuring. The authors suggest how in the marketspace content, 

context and infrastructure can be disaggregated to create new ways of adding value, 

lowering costs, forging relationships with nontraditional partners and rethinking 

ownership issues. The implications and difficulties of managing in the marketspace 

become increasingly relevant as more and more products and services. Marketing 

management processes and even market themselves move from place to space. For 

executives it is important to pay attention to how their companies create value in 

both the physical world and the virtual world. Rayport and Sviokla (1995, 78- 79) 

describe the process of building the virtual value chain as an integration of the 

information the companies capture during stages of the value chain when 

constructing an information underlay of the business. The processes for creating 

value are not the same in the two worlds. By understanding the differences and the 

interplay between the value-adding processes of the physical world and those of the 

information world, managers can see more clearly and comprehensively the 

strategic issues facing their organizations. 
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Dutta et al. ( 1997) analyze how the business models of organizations are getting 

transformed in the marketspace. They used a model comprising of the four Ps - 

Product, Price, Promotion and Placement- and one C -Customer Relationship, and 

study how these four P's and one C are being transformed by the fundamental 

characteristics of real-time interactivity and global connectivity in the marketspace. 

They found out that few organizations are exploiting the unique business potential 

of the marketspace. Most organizations are simply taking their existing business 

models and transporting (instead of transforming) them to the marketspace with 

different degrees of effectiveness. Later on Dutta and Segev (1999) studied how the 

firm's approaches to the marketspace had changed within one year, and observed 

that almost all leading corporations had a presence in the marketspace, but most 

firms were increasingly using their Web sites for customer service and for building 

customer relationships. In addition, firms in the top positions were moving towards 

technologically simpler sites. 

Hoffman and Novak (1996) propose a new communication model, a process model 

of network navigation, and also models of Web-based business. They draw theories 

from psychology, communications, media studies, organizational behaviour and 

human-computer interaction. The aim is to develop a framework to formally model 

flow construct and reconstruct/transform marketing for the new media. 

Pitt et al. (1996, 9-13) introduce a conceptual framework for analyzing Web site 

marketing strategies and for measuring the efficiency of a Web site, the Internet 

and the Web for business. They suggest a model of the conversion process on the 

Web. The hierarchy of effects, as well as the communications tasks required, and 

the relative effectiveness of advertising and personal selling are also broadly 

indicated. They present a conceptual framework to relate the most likely objectives 

of Web site establishment to measures of performance associated with Web site 

traffic flow. 

Electronic commerce can provide a direct linkage, an electronic marketing and 

information channel, between target customers and the firm (Wigand 1996). He 




