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SPOTLIGHT

advertisers are buying contact to broad
or specific groups of media consumers.
often seeking a feedback or a communi-
cation mechanism to consumers. The
Free-TV business’ main product is adver-
tising contact and consumers are paying
indirectly through receiving commercials.
Online services have traditionally been
sold through subscriptions (as Pay-TV
channels) but increasingly forms of online
advertising are tending to change this
business model. The needs of both cus-
tomer groups could conceivably be met
through mixed models by bundling ex-
isting services or developing new ones.
Internet service providers with personal-
ized portal sites to the internet or serv-
ices as “WebTV" have some of these at-
tributes. Suppliers to converging industries
can often increase their bargaining power
as their services become important for
meeting new customers’ needs. The crea-
tive potential in the content providers’
areas are increasingly demanded by both
TV and online service providers. As two
industries converge there is a threat of
substitution as both services are increas-
ingly competing for advertising services
and budgets. Already some online serv-
ices reach usage rates of relatively well
viewed TV programs and their CPM is
rated even higher than those of TV sta-
tions. Online services are seen primarily
as complementary to TV programs, which
can gauge viewer reactions and tie cus-
tomers closer to their programs. Website
addresses shown in TV programs can sig-
nificantly drive online traffic and give ad-
vantage to cross-media provision. Com-
plementary services may have a positive
influence on rivalry and improve indus-
try profitability. Adequately, depending
on the type of convergence, different
forms of new entries emerge. Firms with
new technologies may seek to enter and
take over existing markets (e.g
Microsoft’s failed attempt to conquer the
online services market by bundling its
MSN service with Windows’'95). In the
other case, new entrants are interested in
cooperating with current firms offering
complementary products (e.g. Microsoft
and NBC together created MSNBC). When

competitive convergence is the dominat-
ing paradigm, the number of competitors
in the relevant market increases rivalry.
Complementary convergence tends to
lessen rivalry, and in extreme cases it may
cease as it was anticipated by the Euro-
pean Commission for the German digital
Pay-TV market by rejecting the plans of
the only two players Premiere and DF 1
to join forces. Finally, convergence also
changes the basis for competitive advan-
tage and firms must adapt their strate-
gies depending on the dimensions, basic
forms and degree of convergence.

CONCLUSION

Do we expect a convergence of those mar-
kets? Will online services offered by TV
stations be able to boost the TV industry
or will TV programming integrated into
online services be able to increase radi-
cally their growth? A need convergence
is only occurring on a limited basis yet;
the functions and use of the two media
are (at least for now) too different. “A
merged television-computer would include
a number of compromises that would di-
minish its ability to fully function as a
television or a computer” (Grant; Shamp
1997). Therefore, competitive convergence
is likely to be limited to a few niches, e.g.
computer-oriented TV viewers or TV ad-
vertisers with PC users as target groups.
Complementary convergence is likely to
be increasingly observed where TV pro-
grams and online services are linked to-
gether. The further television is moving
away from mass communication to more
user specific communication the more
important will be the fulfillment of cus-
tomer needs in terms of service design and
quality. This is currently not possible with
standard Free-TV broadcasting. The fur-
ther online services are moving to mass
communication aspects-the more limiting
will be factors like the type of device, per-
formance of delivery platform, pricing
models (e.g. connection fees), and user
convenience.

It is probable that innovation in these di-
rections will take place soon in the online
services industry.
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1 INTRODUCTION

The growth of the internet is exponential.
(http://nw.com.) Current and potential
customers can communicate at any one
time from any location with a company
that provides information online. Hence,
it is necessary that the internet presence
of a company is organized in a profes-
sional way, for it to build long term com-
petitive advantage. The key to competi-
tive advantage is an integrated marketing
approach.

Due to the idiosyncratic combination of
hypermedial possibilities of the internet
and the WWW, the hypothesis can be set
up, that it fulfils three primary functions
combining the characteristics of a medium
and a market in a time. The systemic inte-
gration of these medial characteristics are
unique, i. e. other medias like radio or tel-
evision do not possess it.

legend: Supply, Demand
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The three commercial functions of the internet
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First, the function of contact, in which
demanders and suppliers exchange infor-
mation. Secondly, the internet is perceived
as a global “shopping center”, represent-
ing the function of contracting and dis-
tribution. Thirdly, the real future of the
net of nets lies in its potential of integra-
tion. Suppliers can form virtual compa-
nies on the internet, while demanders so-
cialise in virtual communities. Eventually,
both of them will merge in internet con-
glomerates. Before discussing each of those
functions in more detail, some character-
istics of internet users are highlighted,
which a company‘s internet presence
should take into account.

2 PROFILE OF INTERNET USER
A common misperception of the internet
user is, that he is 30 years of age and has
achieved a relatively high level of educa-
tion (http://www.w3b.de for more details.).

But this is merely a simplistic perspective
based on the statistical average. (Riedl,
1998.) Furthermore, the profile of visitors
to a particular Web site may be very dif-
ferent. Using typologies of users could re-
solve this complication. Several typologies
have been developed to describe the
netizens {net & citizen). To realize a web
presence the dichotomy of information
seeker and surfer is an interesting starting
point. Surfers are keen on multimedial
animations and games, whereas informa-
tion seekers are interested in specific in-
formation. {Riedl/Busch, 1997: 14.)

3 THE FIRST FUNCTION: CONTACT
By this approach, the motive-orientated
design of web pages can be the guiding
principle within the first function of the
internet. Users find their way through the
web site, pursueing their proper motive
(information seeker vs. surfer). They are
supported by indications on the homepage
which facilitate the effect of self selection.
Besides the motives of the users, the prod-
uct and its involvement can be another
starting point for the Web presence. Low
involvement products are enriched with
an added value (“benefit”), whereas this

approach is not indispensable for high
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involvement products. (Bruhn, 1997: 857.)
This benefitting approach can have really
creative outcomes, as the following ex-
ample shows. (Exhibit 2)

The multitude of possibilities of multime-
dia presentation for Web page design is
seducive, alas, bandwidth limitations are
omnipresent. A solution for big pictures is
a small black & white format, which can be
enlarged, if desired. A text-only version,
available at the click of a button, without
any multimedia gadgets could round off the
web offer. (Lamprecht, 1996: 134.)

Even worse is the content limit of web
sites. At first sight this may appear para-
doxical, since there is no restriction to the
amount of information provided on the
internet. But the information subjectively
desired by the user should be reached
within several “clicks™. Hence, the objec-

tively provided amount of information is
a multiple of the actually, subjectively,
wanted. Therefore, appropriate naviga-
tional mechanisms which show the struc-
ture of the web site should be used and/or
the information should be customized.

There are two instruments of customi-
zation: the active registration on the web
site and = the passive installation of =
cookies. Through both tools mass customi-
zation of web pages is possible. In par-
ticular frequently changing Web sites use
these to a large extent.

4 THE SECOND FUNCTION:
CONTRACT AND DISTRIBUTION

The second function of the internet is of
rising interest and will play a very impor-
tant role in the future (http://www. w3b.
de.): internet shopping. The internet z as
a distributional channel 2 can be used to
reach new target groups of clients. For
example, customers which are not very
affected by mail order can be reached over
the internet.( Pispers/Riehl (1997), p. 214.)
Given that internet shopping is a great
challenge for retailers, (Albers/Peters,
1997: 69.) the third function of the internet
should be examined now.

5 THE THIRD FUNCTION: INTEGRATION
Integration on the supply side gives birth
to virtual corporations and on the demand
side virtual communities arise. Both of
them flow into conglomerates.

Exhibit 2
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5.1 VIRTUAL CORPORATIONS

In comparison to ather technologies, like
electronic data interchange (EDI} and
wide-area networks (WAN), the internet
has open standards which make it a lot
easier, in effect, to build virtual corpora-
tion on the internet. (Upton/McAfee,1996:
123.) In this context, Fischer et al. exam-
ine the potential function of intelligent
agents building up internet-based virtual
corporation. (Fischer, 1996: 38.)

They assume that there will be informa-
tion stock exchanges, in which core proc-
esses of virtual corporation are offered.
Depending on the authentification of par-
ticipants, they will admit a more restric-
tive or enhanced access to information.
The creation of virtual corporations is seg-
mented into four key phases: specifica-
tion of the target, decomposition, alloca-
tion, synthesis of core processes.

Specification of the target, which includes
the description of the whole process, is
strongly related to the decomposition of
the whole process in several sub-processes.
Intelligent agents support the retrieval of
relevant information and help to concretise
the own bid at the information stock ex-
change. Responses to own bids are re-
ceived and evaluated. The allocation of sub
processes is accompanied by intelligent
agents; they organize the (virtual} nego-
tiation between the participants. Finally.
the sub processes are synthesized.

However, the visionary thoughts of Fischer
et al. can be questioned fundamentally:
the presence at those information stock
exchanges induce an enormous trans-
parency in terms of performance and com-
petition. It is not evident, that participation
at those stock exchanges is desired. There-
fore, a more restrictive behavior is prob-
able. Basically, the aim of internet-based
virtual corporations is to create an open
company-environment-network, which
core competence is its immanent dyna-
mism and its customer orientation.

CASE StuDYy

5.2VIRTUAL COMMUNITIES

After highlightening the implications of
integration on the supply side, the de-
mand side should be examined now. The
key characteristic of virtual communities
are their common interests and needs,
who meet in chatrooms, usegroups and
mailing-lists. Four motives of joining vir-
tual communities can be distinguished.
(Armstrong/Hagel, 1995: 130.)

In communities of relationship, people
interact regularly. They are conscious of
the identity of their communication part-
ners. Even very personal affairs, like ad-
dictions and illnesses ‘are the topic of
those virtual communities. Due to their
very specific groupbound character they
build up their own history and group
identity.

For commercial use, communities of fan-
tasy are of less importance. They prefer
multi user dungeons (MUDs] or similar
games.

In contrast to these, in communities of
interests a limited amount of themes are
discussed. They include neighbour nets
and university alumni communities. So-
cial and experience interests are predomi-
nant.

Finally, communities of transaction & in
which commerce is realized 2 communi-
cation is reduced to the minimum.

Consequently, loyalty depends upon the
type of virtual community. Certainly, in
communities of relationship and interest,
loyalty is very high. Within communities
of transaction it is quite limited, due to the
dominant price-performance-comparison.

A very interesting platform can be visited
at Procter & Gamble. (Exhibit 3) There, sev-
eral motives can be satisfied within one
website. A mixture of a community of
relationship and interest is visualized on
the following web page, which can be
reached directly from the P&G website.
Very descrete problems with babies are dis-
cussed with experts of Pampers. By the
way, the proper product solutions are only
a few "mouse clicks” away. These ap-
proaches will generate a high loyalty be-
tween the company and its customers.

~ Beyond these motives to enter virtual com-

munities, product specific characteristics
should be taken into account. High in-
volvement products, induce a very intense
information exchange; for example, opin-
ions of users facing several product alter-
natives are exchanged. Though, this in-
volvement dependency can be eliminated
for low involvement products by adding
values, like chats with famous people.

Concerning the content of discussions
within virtual communities, they represent
an ideal platform to generate ideas for new
products or to modify existing products.

My baby hasnt lited his.head yet,
i Sumeting wrong? Ask s, -

- Why won't my baby stop crving?
. Hour do you toiet train? Wiy - -
wranY ny 3 year old share: with hi
“younger brother? Ask us.
- How long should my baby sleep? . .
_Howr to get him fo sleep? Ask Us o

Exhibit 3

The pampers
community
plattform

source:
httpy/fwww.pampers.
com/askourexperts/
index.htm
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Here, beyond the eyes of critical users,
products of the company and its competi-
tors are compared. The casual interaction
between the participants can be an enor-
mous advantage for the company through
mouth-to-mouth-propaganda:

“They {virtual communities] allow a com-
pany to leverage its most effective
salesforce: its own customers.” (Hagel/
Armstrong, 1997: 146.)

Besides the aforementioned advantages of
virtual communities, there are, of course,
downsides as well.

Competitors can “listen” in chat rooms.
(Werner/Stephan, 1997: 102.) Conse-
quently, it is not the availability of this
predominantely qualitative information,
but its analysis, which generates longterm
strategic advantage.

Furthermore, virtual communities are not
static, but dynamic. Within very large vir-
tual communities one runs the risk of there
being spin-offs and other e. g. usegroups
come up. (Armstrong/Hagel, 1995: 137.)
Basically, it is the number of active par-
ticipants & who generate articles & which
one should focus on.

The screening of those discussion forums
is an ideal basis to listen to the market.
Right here, a critical and not always ob-
jective dialogue beyond customers and
between companies and customers takes
place. The enormous potential of receiv-
ing ideas for new products or for product
modifications should be seized. In particu-
lar, in communities of interests - in which
participants have distinctive knowledge or
experience - this source can have tremen-
dous value.

Companies can seize these opportunities
in two ways: First, by passively "listen-
ing” and secondly, by actively "moderat-
ing” these communities. By managing
communities, the content and process of
discussion can be influenced. But there
can be a really short way from manage-
ment to manipulation. Any oppression
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realized within a community will be "pun-
ished” immediately due to the very fast
mouth-to-mouth-propaganda on the
internet; spin-offs or community migra-
tion will be the consequence, Therefore, a
constructive dialogue between the com-
pany and the customer is the key objec-
tive,

Finally, getting customer information in

. virtual communities is really important.

Analysing this data and using it for mar-
keting mix activities can form the basis
for internet conglomerates.

5.3 CONGLOMERATES
Conglomerates are the synergetical out-
come of internet-based virtual coporations
and virtual communities. By customer pro-
files gained within internet communities
and visits on the web site, it is possible to
customize products and services. In par-
ticular, modular and digital products will
be most appropriate. Furthermore, e. g. by
e-mail, new products will be announced
in advance.

The existence of such conglomerates de-
pends upon the trust in the internet and
the supplier hubs. Emerging encryption
technology and secure cyber-cash will
augment the confidence in the internet in
the long run.

Trust in suppliers is indispensable, because
the customer creates a profile transpar-
ency of his wishes and interests. There-
fore, organizations that incorporate a
strong confidence position will have a
competitive advantage, if they seize the
opportunity to transfer it to the internet.
Given that the beginning of conglomer-
ates are virtual communities, those (e. g.
ffly.com) can lever customer information
into conglomerates; the basis of confi-
dence already exists in this case. Retail
banks - taken into account their strong
confidence position - can use their very
detailed customer profiles to run their
internet presence as well. (Hagel/
Sacconaghi, 1996: 26.) The key objective
is to generate very well-known web-sites
which are highly frequented.
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It should be underlined once again, that
the offered information is initiator and ac-
celerator of conglomerates. The customer
will realize the real added value of his cus-
tomized product immediately after using
it. Later on, he will provide further rel-
evant information to the conglomerate. A
spirale of loyalty between the conglomer-
ate and the customer will be initiated.

However @ the enormous profit of con-
glomerates on the internet in sight & many
companies will try to build them up. A la
longue, premium conglomerates will
emerge, which will pass their critical mass
rapidly. They will be able to compare many
customers to one another and identify
unmet needs.'

Of course, the described conglomerates
don’t exist these days, due to the insuffi-
cient IT-basis. In particular, the purest form
of virtual companies cannot be realized
within the next few years. But one can
observe some tendencies these days: em-
bryonic conglomerates. They evolve
gradually and, finally, will represent the
basis for conglomerates. These days, soft-
ware companies - which have an enor-
mous affinity to the medium - are the
"first-movers” to the internet; they will try
to build up a trust relationship with its
visitors and customers. Microsoft is an
interesting example, because it has a

strong strategic intent to built up a so-

called internet portal.

CASE STuDY

Microsoft provides on this webpage a list
of several resellers {supply side) and a
overview of events, e. g. seminars online.
The latter represents a virtual (training)
community. The platform -provided by
microsoft - can fulfil the two patterns of
a community of interest and transaction.
Hence, it is a good starting point for a
strong long term customer loyalty. This
loyalty will be driven be several offered
products, which complement each others
in terms of their use. Conglomerates with
enormous potential influence will try to
build up communities of relationship as
well, which can not be perceived in this

~ example. But - as aforementioned - this

interesting approach is defenitively not the
end, but the beginning of conglomerates
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Embryonic conglomerates
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6 CoNCLUSION
However, the three functions of the
internet (contact, contract & distribution,
integration) can develop their huge po-
tential only if the real and the virtual value
chain are managed in a symbiotic way.

The physical value chain is indepthly de-
scribed by Porter. (Porter, 1985). He dis-
tinguishes between primary (inbound lo-
gistics, operations, outbound logistics,
marketing & sales, service) and secundary
(corporate infrastructure, recruitment, re-
search & development, procurement) ac-
tivities.

The virtual value chain, however, concen-
trates upon the gathering, organization,
selection, synthesis and distribution of in-
formation. (Rayport/Sviokla, 1995: 75.)
The funnel of data (gathering, organiziation,
selection) leads to the synthesis of infor-
mation which is distributed afterwards
within the organization and, of course, the
conglomerate. The real and virtual value
chains of the participants of the conglom-
erate should finally by harmonized and
should have customer-orientated focus.

Information represents only a supporting
element for the physical value chain. In
contrast, within the virtual value chain in-
formation is a source of value. The devel-
opment of prototypes e. g. was realized
the other day by real models; nowadays
those goods are reproduced only virtually
within applications like computer aided
design (CAD). Finally, the virtual and the
physical value chain are linked and inter-
act with each other. However, only the
virtual value chain and the internet can
be connected directly.

Only by seizing the three functions of the
internet within an integrated marketing
approach a taken into account the man-
agement of the virtual and the real value
chain e, strategic competitive advantage
will be achieved.

' This process is facilitated by data mining.
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