Digital Marketing

Foundations and Strategy il




Digital Marketing:
Foundations and
Strategy

Fifth Edition

Debra Zahay, PhD, MM, JD

Professor of Marketing, Department of Marketing, Operations and Analytics
St. Edward’s University, Austin, Texas

Lauren Labrecque, PhD, MA
Associate Professor and Area Coordinator, Marketing
University of Rhode Island, Kingston, Rhode Island

Brooke Reavey, PhD, MS

Associate Professor of Marketing
Dominican University, River Forest, lllinois

Mary Lou Roberts, PhD

Professor Emeritus of Management and Marketing
University of Massachusetts, Boston

~¢Cengage

Australia ¢ Brazil « Canada « Mexico « Singapore « United Kingdom « United States

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



This is an electronic version of the print textbook. Due to electronic rights restrictions,
some third party content may be suppressed. Editorial review has deemed that any suppressed
content does not materially affect the overall learning experience. The publisher reserves the right
to remove content from this title at any time if subsequent rights restrictions require it. For
valuable information on pricing, previous editions, changes to current editions, and alternate
formats, please visit www.cengage.com/highered to search by ISBN#, author, title, or keyword for
materials in your areas of interest.

Important Notice: Media content referenced within the product description or the product
text may not be available in the eBook version.

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



¢ Cengage

.
1

Digital Marketing: Foundations and Copyright © 2024 Cengage Learning, Inc. ALL RIGHTS RESERVED.
Strategy, 5th Edition WCN: 02-300

Debra Zahay, Lauren Labrecque, No part of this work covered by the copyright herein may be reproduced
Brooke Reavey, Mary Lou Roberts or distributed in any form or by any means, except as permitted by U.S.

copyright law, without the prior written permission of the copyright owner.
SVP, Product: Cheryl Costantini Pyrig P P pyrig

VP, Product: Thais Alencar Unless otherwise noted, all content is Copyright © Cengage Learning, Inc.

Portfolio Product Director: Joe Sabatino Previous Editions: © 2018, © 2013, © 2007

Portfolio Product Manager: Heather Thompson

Learning Designer: Danae Kesel For product information and technology assistance, contact us at

Content Manager: Anupam Bose, MPS Limited Cengage Customer & Sales Support, 1-800-354-9706

or support.cengage.com.
Content Manager: Samantha Enders PP 838

Digital Project Manager: Jessica Ivanovic For permission to use material from this text or product, submit all

VP, Product Marketing: Jason Sakos requests online at www.copyright.com.
Content Acquisition Analyst: Erin McCullough

Production Service: MPS Limited Library of Congress Control Number: 2023906757

Designer: Chris Doughman

Cover Image Source: DrAfter123/DigitalVision ISBN: 978-0-357-72073-8
Vectors/Getty Images
Cengage

200 Pier 4 Boulevard
Boston, MA 02210
USA

Cengage is a leading provider of customized learning solutions. Our
employees reside in nearly 40 different countries and serve digital learners
in 165 countries around the world. Find your local representative at
www.cengage.com.

To learn more about Cengage platforms and services, register or access

your online learning solution, or purchase materials for your course, visit
www.cengage.com.

Printed in the United States of America
Print Number: 01 Print Year: 2024

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Dedication

The fifth edition is written to honor the memory of the late
Mary Lou Roberts, whose dedication to the field of teaching
direct and interactive and digital marketing inspired us all.
Her mentorship will be greatly missed by this team and by

her former students everywhere.
DZ/LL/BR

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning r es the right to remove additional content at any equent righ ns require it.




Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Contents

Preface vii

About the Authors Xi

Part |

Building the Foundations of Digital Marketing 1
1. The Digital Marketing Landscape and Foundations 2
2. The Supply Chain Becomes a Value Ecosystem 35
3. Business Models and Strategies 59
4. Supporting the Digital Customer Journey 87
5. Measuring and Evaluating Digital Marketing Programs 113

Part Il

Creating Visibility and Attracting Customers 145
6. Developing and Maintaining Effective Online and Mobile Websites 146
7. Search Engine Marketing 177
8. Paid Search and Social Advertising 203
9. Social Media Marketing as a Cornerstone of Strategy 229

10. Display and Mobile Advertising for Customer Acquisition 253

Part Il

Maintaining and Strengthening Relationships 279

11. Email Marketing to Build Consumer and Business Relationships 280

12. Content Marketing 315

v

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Vi Contents

13. Demand Generation and Conversion in B2B Markets 341

14. Customer Relationship Development and Retention Marketing 375

Appendix: Comprehensive Class Project 405
Glossary 418

Index 425

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Preface

Introduction

Since Digital Marketing: Foundations and Strategy (pre-
viously titled Internet Marketing: Integrating Online and
Offline Strategies) was first published in 2003, the internet has
continued to undergo rapid and often disruptive change. The
internet is now a worldwide communications and transactions
channel that serves billions of people. Mobile has become the
driving force in the development of what is now the digital
space with many, especially in developing countries, having
internet access only through mobile devices. Artificial intel-
ligence is helping create ways to facilitate content creation
and also aid in discovering search intent. Today, most mar-
keters’ focus is on digital marketing, implying a seamless
integration of web and mobile with the goal of fostering
engagement. That integration requires a focus on seamless
customer experience on the internet, in the mobile space and
in traditional channels of communications and transactions.

In addition, the explosive growth of digital has created
a growing number of interesting and challenging jobs in
the field and the book has taken a variety of approaches to
informing students about the nature of jobs and offering
useful preparation for them. So while this book focuses
on digital marketing efforts, it continues to pay homage
to the underlying network that binds us together for more
than marketing communications channels, but also for the
complex value-adding processes that support organizational
prosperity and growth.

An outgrowth of digital change is the continuation of
the eBook format of the fifth edition and the revision of the
material on the MindTap learning platform. A welcome change
is the return of the physical book format in four colors as an
option as well. This additional format will ensure that the
material can be accessible to all students.

In the midst of all the changes, adopters will find familiar
and useful constructs. The strategy paradigm used in the book
is based on customer acquisition, lead conversion, customer
retention, and growing customer value. This framework is
explained in the context of the direct marketing foundations
of digital marketing. All these subjects are given extensive
treatment either in a specific chapter or integrated into dis-
cussions of tools and techniques that are most appropriate
for executing the particular strategy. Other useful strategic
frameworks such as the Service-Dominant Logic and value
creation have been retained and new ones have been added
in burgeoning fields like search, mobile and social media
marketing.

Strategy considerations are accompanied by in-depth
coverage of the ever-increasing array of technologies, tools
and services that support marketing program execution. The
emphasis, however, is on marketing strategy and execution,
not on technology for technology’s sake. While keeping
the focus on strategy students are introduced to and offered
practical experience in using digital tools as an asset to their
current or prospective jobs in digital marketing.

Search is where most consumers start the purchasing
process on the web and search engine marketing that incor-
porates both optimization for organic search and pay-per-
click is essential. Email remains a key part of the marketing
programs of B2C, B2B, as well as nonprofit marketers, even
as consumers continue to migrate to social media, mobile
communications, and text messaging. Display advertising for
branding and for direct response is undergoing a renaissance
as new formats become available to better engage the viewer.
Social media marketing is even more of an essential strategy
element with paid social advertising growing in importance.
And ever-present is mobile, with a growth rate that outstrips
all others in every aspect of digital marketing.

The only constant in the digital space is change that often
disrupts entire industries as Uber and Airbnb have done in
the transportation and travel industries. Whether we call it
waves of business change, stages of technology change, or
the fourth wave of industrial revolution, marketers must be
agile and resilient to deal with ongoing change.

Unifying Themes

This book is uniquely positioned to take advantage of the
innovation and disruptive change that is inherent in the digital
ecosystem. Digital marketing is only effective if strategies
and messages are integrated across media. That viewpoint is
pervasive throughout this book; digital marketing is consid-
ered in the context of overall marketing strategy executed in
multiple channels. Throughout, examples show the integrated
use of online, mobile and offline channels by B2C and B2B
to achieve business and marketing objectives. This book also
recognizes the internet as the global phenomenon it truly is.
Coverage of global issues is integrated into the appropriate
subject areas. Global data are presented when appropriate,
and examples of programs in various countries are seamlessly
woven into content coverage. Where, the stage of digital
development, regulations, or culture affects digital marketing
activities, they are treated separately and specifically.

Vii
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It is impossible to understand digital marketing without having
a layperson’s appreciation of the technology that makes it
possible. Technology also is covered in the context of the
marketing activities affected by it, not as a separate issue.
Complex technological subjects are explained in a manner
that can be successfully grasped by those with only introduc-
tory or user-level familiarity with computer technology. At
the same time, students are encouraged to gain experience
in use of technology-driven marketing tools, both to increase
their knowledge and to improve their job prospects in this
dynamic environment. Many useful tips as to how they can
obtain this knowledge are included in the Instructor’s Manual,
which was written by the authors themselves.

The overall emphasis, however, is rigorously strategic
as it discusses the planning, development, execution, and
evaluation of marketing campaigns across multiple channels.
At every stage, conceptual frameworks are presented to aid
student understanding of complex topics.

New and Updated
in This Edition

The fifth edition of Internet Marketing: Integrating Online
and Offline Strategies in a Digital Environment has been
completely rewritten and renamed Digital Marketing: Foun-
dations and Strategy so as to incorporate the changing digital
ecosystem faced by marketers. Former chapters 1 and 4 form
anew Chapter 1, which lays down strategic foundations while
recognizing the direct marketing roots of digital marketing
entitled The Digital Marketing Landscape and Foundations.
Chapters 6 and 16 from the fourth edition form a new chapter,
Supporting the Digital Customer Journey, focused on both
the customer journey and the customer experience. These
chapters were consolidated to allow room for the course to be
taught over a 15-or 16-week semester with room for a digital
marketing project at the end. To help instructors teach the class
in this manner, a new appendix outlines how to incorporate
a project into a digital marketing class, either as a semester-
long effort or in the context of shorter sections and activities.
Research in digital marketing education indicates that while
simulations can be helpful, there is no substitute for working
with a real-life client. Instructors are encouraged to give their
students this experience if time permits.

Importantly, the passing of Dr. Roberts necessitated
two new co-authors, Dr. Lauren Labreque and Dr. Brooke
Reavey. These scholars are actively involved in teaching and
researching in the area of digital marketing and have extensive
classroom experience and social media marketing presences.
Their contributions have greatly strengthened this edition.

The book is divided into three sections of approximately
equal length which will facilitate learning:

1.

Part I: Building the Foundations of Digital
Marketing

This section introduces the topic in the context of
underlying strategy, creating value, and the impact
of disruptive change. The first chapter takes mate-
rial from the prior chapters 1 and 4 and creates a
new chapter that acknowledges the direct market-
ing roots of digital marketing but places them in

a strategic context. It introduces a new definition
of digital marketing from Dr. Zahay as “the use of
any digital technology to facilitate the marketing
process, with the end goal of customer interac-
tion, engagement, and measurement.” The section
contains chapters on the value chain, evolving
business models, the customer journey, and mea-
surement. A reconfigured Chapter 4 (a combined
version of old chapters 6 and 16) presents the
digital customer journey in both B2C and B2B
and gives the reader an early understanding of the
essential topic of the Customer Experience (CX).
Part II: Creating Visibility and Attracting
Customers

This section focuses on those tools which are most
likely to create visibility and draw the customer

to a company’s digital presence (website and mo-
bile). In addition to sound web and mobile design,
search (both paid and organic), social media, and
display advertising play their role in attracting

the customers. Social media marketing has been
moved to this section to highlight its increased role
in attracting customers to a brand. This section
focuses on strategies to create effective and engag-
ing social media campaigns. These chapters have
been updated to include discussions of current
data privacy issues around the use of third-party
cookies and highlights challenges for marketers

as new legislation is introduced around consumer
data protection. Dr. Labrecque has contributed
some new insights to these chapters from her own
experiences in running online businesses.

. Part I1I: Maintaining and Strengthening

Relationships

As with the rest of the text, the chapters in this
section have been completely updated. The theme
of strengthening and maintaining relationships
means that this section focuses on email, con-
tent marketing, B2B Demand Generation, and
Customer Relationship Management (CRM). B2B
Demand Generation has evolved into Account
Based Management (ABM) and that chapter
relates that change as well as the role of the new
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buying group concept. The chapter on social and
regulatory issues that was in this last section in
the fourth edition has been eliminated and the is-
sues have been embedded in the text. There were
several reasons for this change. One, the chapter
was often skipped because of the fact that there
were more chapters than weeks in the semester, so
students did not get the content. Two, the con-
tent changes so rapidly in the legal field relating
to digital marketing these days that instead of
covering many topics the authors decided to cover
a few, important topics in-depth and to do that
within the chapters.

Throughout this text, there is emphasis on student engage-
ment. Discussion questions (answered in the Instructor’s
Manual) can provide endless opportunities to challenge
student thinking on Digital Marketing. The instructor Pow-
erPoint® slides offer additional interactive opportunities in
each chapter.

Instructor Resources

Additional instructor resources for this product are available
online. Instructor assets include an Instructor’s Manual, Edu-
cator’s Guide, PowerPoint® slides, and a test bank powered
by Cognero®. Sign up or sign in at www.cengage.com to
search for and access this product and its online resources.

MindTap

Today’s leading online learning platform, MindTap for Digi-
tal Marketing: Foundations and Strategy, 5™ edition, gives
you complete control of your course to craft a personalized,
engaging learning experience that challenges students, builds
confidence and elevates performance.

MindTap introduces students to core concepts from the
beginning of your course using a simplified learning path that
progresses from understanding to application and delivers
access to eBooks, study tools, interactive media, auto-graded
assessments and performance analytics.

Use MindTap for Digital Marketing: Foundations and
Strategy, 5" edition, as-is, or personalize it to meet your
specific course needs. You can also easily integrate MindTap
into your Learning Management System (LMS).
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Chapter 1

The Digital Marketing
Landscape and
Foundations

Learning Objectives

By the time you complete this chapter, you will be able to:

1 Define digital marketing from a dynamic perspective.
2 List the elements of direct marketing.
3 List the elements of the internet which make it a direct response medium.

4 List the generic marketing objectives that form the basis for digital marketing
strategies.

Define the critical strategy elements of direct marketing.
Describe the implications of disruptive change on digital marketing.
List the waves of change and relevant technologies.

Compare the concepts of digital disruption and digital transformation.

O 00 N o u

List the major trends in the use of digital marketing.

Most of you who are reading this book do not remember a world without the internet. Many of
the rest of us cannot imagine what we ever did without it. These facts are remarkable, given the
relatively short history of the network we now call the internet.

There are some wonderful accounts of the development of the internet, including one by the
people directly responsible for it.' Those people are still active in the industry. That’s true because—
impossible as it seems—the internet officially celebrated its 30th birthday on August 23, 2021. That
is the anniversary of the date on which, in 1991, the internet was opened to the public after years
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Chapter 1 The Digital Marketing Landscape and Foundations

of development at the particle physics research laboratory CERN in Switzerland.
Why is that such a milestone date? Tim Berners-Lee says,

Had the technology been proprietary, and in my total control, it would
probably not have taken off. The decision to make the web an open
system was necessary for it to be universal. You can't propose that some-
thing be a universal space and at the same time keep control of it.?

That attitude set the standard for the World Wide Web that still rules today, although
not without challenge at times. We will discuss later the implications of technology evolu-
tion. However, for a capsule summary of the early days of the web, it is important to note
that the internet was originally a communications network for individuals, and commercial
activity was not allowed. Consequently, the interest of marketers is focused on the years
since 1991 when commercial traffic was first officially permitted on the internet.?

How Internet Marketing Has Evolved
Into Digital Marketing

The major developments of the internet prior to the early 1990s were primarily technical in
nature, building infrastructure and creating communications protocols. Early web brows-
ers required extensive technical knowledge and it was not until the creation of browsers
with graphical interfaces, including Netscape, that the general public became interested
in the internet. Web portals Yahoo!, Lycos, and AOL gained early popularity. eBay and
Amazon were among the earliest to recognize the potential of ecommerce. Myspace and
Napster also achieved early popularity but most of these sites are now a mere shadow
of their former selves. Starting in the early 2000s with iTunes, Facebook, YouTube, and
others, we begin to see sites that are part of our daily lives.

Why so much change in the powerhouses of the industry in such a short time? In a word—
search. Google became the leading search engine in the early 2000s because it was easy to use
and gave useful results. As more and more internet users turned to search as their entry point
to the web, there was less need for portals, whether a “walled garden” like AOL or an open
portal like Yahoo! The portals were eclipsed, and Google and its smaller competitors thrived.

As the internet became more pervasive in marketing, the terminology used evolved
from internet to digital marketing. Digital Marketing can be defined as using any digital
technology to facilitate the marketing process, with the end goal of customer interaction,
engagement, and measurement.** So digital marketing encompasses the process of engag-
ing the customer and measuring the results of that engagement. The digital technology
most often used to foster engagement and interaction is the internet.

The Direct Marketing Roots of Digital
Marketing

This definition of digital marketing owes its origins to the direct marketing roots of the
internet. According to the DMA (formerly the Direct Marketing Association and then the
Data and Marketing Association and now part of the umbrella organization ANA), direct
marketing requires the following:

e An organized and planned system of contacts

e Using a variety of media

e Seeking to produce a lead or an order

¢ Developing and maintaining a database

e Measurable in cost and results

Expandable with confidence

digital marketing

using any digital technology to
facilitate the marketing process,
with the end goal of customer
interaction, engagement, and
measurement.
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4 Part 1 Building the Foundations of Digital Marketing

Thus, any system that is based on data analysis, has a clear objective, and is measurable
can be considered direct marketing or direct response. In the past, it was only direct marketers
who had access to data and who could truly measure results. So, a direct marketer, like Land’s
End, would send a catalog, see if the customer responded, and then send another catalog or
offer based on the data. Now, many marketing channels and many types of marketers have
access to data, resulting in the evolution of data-driven marketing versus direct marketing.
The emphasis on data in digital marketing will become even more important as third-party
data usage (data collected by companies that do not have a direct relationship to a particular
firm’s customers) diminishes and firms rely more on first-party data from their own websites

third-party data

data collected by companies that
do not have a direct relationship
to a particular firm's customers.

first-party data

data from a company’s own
websites and customer data
repositories.

interactive

presenting choices based on
user actions and allowing for
response.

information

data that has been processed
into more useful forms using
techniques that range from
simple summary formats to
complex statistical routines.

and customer data repositories to reach their customers. This definition of digital marketing
also incorporates the critical concepts of response mechanisms and engagement. It is a holistic
and dynamic definition, rather than a static one, and adaptable to the changing environment
of digital marketing.

The Internet as a Direct Response Medium

If there is a question about whether the internet can function as a direct response channel,
think about Amazon and all it knows about its customers through its data collection and
analysis. If someone buys a book for left-handed golfers, they are sure to be shown other
products for left-handed individuals through the process known as collaborative filter-
ing. Amazon’s vast store of data on its customers makes it easier to target customers and
get them to purchase again. This targeting is done via the internet as a direct response
mechanism, without traditional forms of direct response such as mail, phone fax, or direct
response television. In fact, many say the internet is the ultimate direct response medium.
Why? Certainly, digital marketers use it as an interactive channel, allowing for a two-way
dialog between marketers and prospective customers using direct response techniques or
social media. It is also a sales channel, with ecommerce growing at a rapid rate from the
early days of the internet to the present. The internet is also a powerful branding medium,
as we discuss in various chapters.

The internet presents powerful opportunities to the shrewd marketer. From the
consumer’s perspective, it permits a seamless purchase process. From the marketer’s
perspective, the internet allows fine-tuning of marketing programs in ways previously
unimaginable. There are four important characteristics—call them the “four Is”—that
describe how digital marketing efforts are powerfully affected by the capabilities of the
internet (see Figure 1.1).

The internet, more than any other current medium, allows interactivity. In direct
response mode, marketers can initiate two-way communications with prospective cus-
tomers by sending offers to them and tracking their responses or by initiating direct
communications by way of surveys, chat rooms, or other internet-enabled techniques.
Interactivity allows for marketing to become a true conversation. Marketers listen to
the customer and present choices based on that feedback, changing offers and com-
munications based on an ongoing dialog.

All marketing activities on the web also have the potential to be information driven.
Every move a website visitor makes, every action taken—from sending an email query to

Figure 1.1 The Four Is of Internet Marketing

nteractive
nformation-driven

mmediate
nvolving
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Chapter 1 The Digital Marketing Landscape and Foundations 5

purchasing a product—is a potential piece of data for the marketing database that drives
targeted promotional activities. The internet fosters immediacy in a variety of ways. Mar-
keters can reply directly to customer queries using human agents or automated systems.
The internet makes it cost-efficient to construct offers that appeal to a specific market
segment or to make offers that are seasonal or that are triggered by a particular event,
say the NCAA basketball finals. Internet promotions can also be involving. Marketers
are increasingly using streaming video, games, and other types of rich media in internet
advertising to attract and involve prospective customers, also known as engagement. A
good direct response offer incites prospects to take action—either to request information
or to make a purchase on the spot.

Generic Direct Marketing Strategies®

It is difficult to do successful internet marketing without understanding the basics
of direct marketing. Essentially, these above-mentioned capabilities of the internet
drive the four types of direct marketing strategies, which are acquisition, conver-
sion, retention, and value growth. These strategies in turn parallel a basic customer
lifecycle and are used extensively in digital marketing (see Figure 1.2). This figure
is just one example of a customer lifecycle, and students will find other examples
in the workplace.

Practically speaking, first, a customer must be attracted to the brand. This state rep-
resents a trial of a product or a service. In the acquisition stage, the customer has been
attracted to the brand, made a single purchase, or perhaps engaged in free use as a result
of a sample or a demonstration but is not yet committed to the brand. The second stage is
conversion, so-called because, in this step, the prospect changes status and converts to a
customer. More generally a marketing conversion can also be thought of as the customer
taking a desired action, such as downloading a whitepaper, signing up for a webinar or,
indeed, making a first purchase. This stage may require one to three purchases or enough
to form a habitual purchasing pattern. The goal of the first two stages is retention, in which
the customer continues to make purchases, a situation we might call behavioral loyalty.
Even better, in this stage, the customer begins to exhibit loyalty in an attitudinal sense,
which may result in behaviors ranging from rejecting competing offers to recommending
the product to others. Finally, we continue to nurture the relationship and grow the value
the customer represents for the brand. Marketers do this in a variety of ways, including
increased engagement. Loyalty at this stage can deepen and transform into becoming a
strong brand advocate.

Each of the basic strategies requires a different type of effort on the part of the
marketer. Acquisition is roughly equivalent to the awareness stage of general advertising

Figure 1.2 The Basic Direct Response Strategies

Value

Acquisition Conversion Retention Growth

data

raw, unprocessed facts and
numbers. Raw data differs from
the process of data mining, where
analytic processes and specialized
analytic tools are used to extract
meaning from large data sets.

conversion

when the customer takes an
action desired by the marketer,
such as a first purchase or signing
up to receive more product
information.

retention

when the customer continues to
make purchases.
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6 Part 1 Building the Foundations of Digital Marketing

customer lifetime value

the monetary value of a customer
over time.

with an action component added. The step is focused on a conscious attempt to get the
attention of the prospective customer through media placement and creative execution
and interest them in completing a desired action, such as making a purchase, signing
up for a newsletter, or another specific request. Direct marketers often add an incen-
tive to clinch product trial. We discuss customer acquisition on the internet in detail
throughout this text.

The conversion step means getting the onetime purchaser to convert to being a
customer or taking another desired action. Product and service satisfaction is critical to
achieving this goal. Customer contact, through media ranging from personal selling to
newsletters, is often useful. Sequential incentives have also been used with good results.
For example, a bank that wanted its customers to make more deposits at ATMs sent them
a series of three checks, each of which could be used only with a series of ATM deposits.
The first check was for $5, the second was for $3, and the third was for $1. The incen-
tives were not only sequential but decreased in value as the presumed habit formation was
taking place. It is hard to prove habit formation, but in this case, it seems reasonable to
assume that many customers, after three successful deposits, recognized that it is safe to
make deposits through ATMs. This was a sensible, low-cost conversion program aimed
at achieving a worthwhile business goal. Its only visible drawback was that the bank did
not make good use of its customer database. It sent the checks to customers who regularly
made ATM deposits as well as to those who never deposited through an ATM! We discuss
conversion marketing in Chapter 13.

After conversion, it is important to retain customers in order to create the highest
possible customer lifetime value (CLV). Sometimes called lifetime customer values
or LCV, CLV is the monetary value of the customer over time and is used to prioritize
customers and to develop targeted marketing strategies for particular customer segments.
Retention is most often the result of adding value to the customer purchase, user experi-
ence, and superior customer service. A planned program of customer contact, carried out
at appropriate points in the purchase cycle, can also be a useful component of retention
programs. We discuss retention in detail in Chapter 4.

After the customer is on board, we want them to continue to purchase, but also to
foster growth in terms of not only their overall purchases but also their commitment
to our brand and product. In the growth stage, we might involve the customer in our
product line through engagement in social media, such as the sharing of the brand.
HubSpot says that the goal in this stage is to “delight” the customer and continue to
interact with them.”

Critical Strategy Elements of Direct
Marketing

In addition to generic direct marketing strategies, the marketing mix that supports direct
marketing programs uses slightly different terminology from the four Ps of traditional
marketing. They are as follows:

o The offer—product, price, positioning, and any other product-related elements
that make up the complete proposition presented to the prospective customer
e The list—the targeting vehicle

e The media used—with the understanding that any medium can be a direct
response medium with the proper implementation

e The creative execution—which tends to play a secondary role in this action-
oriented context

e The service and support—Ilong recognized as a key element in this environment
where the shopping experience and many sensory stimuli are not present.
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Chapter 1 The Digital Marketing Landscape and Foundations 7

These elements are all required to implement any direct response program. It is, however,
especially important to understand the role of the offer in developing internet marketing
strategies. An offer typically answers the questions of What, By When, and Why. The cus-
tomer should clearly understand what is required, by what time deadline and why. A good
offer would be something like, “Free Shipping if ordering by midnight.” The company wants
the customer to order (what) by midnight (when) to get free shipping (why). Having a good
list is generally considered to be the next most important of the critical strategy elements,
and ties into having a strong database to support direct and digital marketing programs.

Disruptive Change

On the internet, disruptive change is ongoing. Businesses must maintain an innovation
culture that has customer centricity at its heart and is guided by sound vision and strategy.
No firm can practice business as usual. Change is a constant, making transformation a
way of life, not an end goal.

Author Kevin Maney describes Yahoo! as the past of technology leaders and Amazon
as the future. Apple is the present, on a huge run since the introduction of the iPhone in
2007, but not having found a category-changing product like it for the future. Amazon
revolutionized internet storage with Amazon Web Services cloud-based storage, which
we will discuss in detail in Chapter 2. It seems well on its way to disrupting another
industry sector if it successfully harnesses artificial intelligence (Al) for use by its
Echo home connectivity device. Maney describes it as “the front-end technology that
will let us talk to a watch or car or loo [“bathroom” in U.S. English] and make sure
the device will understand who we each are, what we want, and how to get it done.”®
Alexa is the voice-activated software assistant (conversational interface’) that works
with the Echo device or from a smartphone or tablet app.!® It’s too soon to say that
the technology will ultimately be everywhere, but Hyundai, BMW, Ford, and Lincoln
have all incorporated voice-activated Echo technology to do everything from starting
the car to setting its internal temperature.'!

Incremental change happens in technology on a daily basis. Every few years a
wave of change—such as the introduction of the smartphone—occurs that disrupts the
industry. Figure 1.3 illustrates how change has been a constant since the early days
of the internet. Once the network was established and approved for commercial use,
what we now know as digital marketing expanded rapidly.

The Waves of Internet Change

The company Digital Leadership lays out their perspective on technology development in
Figure 1.4. The graphic illustrates that we have moved from an agrarian culture to one based on
information. The final wave, which we are in now, is one in which there is an increasing focus
on technology, including virtualization and Al. Interestingly, there is also a desire to balance
nature and technology and reach for sustainability. A more specific technology timeline with
specifics of the commercialization of the internet is included in Figure 1.5. That means the
potential for disruptive change is still present, as we will discuss in the next section.

Do you remember when personal computers were not connected to the internet? Again,
many of you probably do not. However, many of the rest of us remember the frustrations
of learning to use word processors, dumb terminals for access to a mainframe computer,
and personal computers themselves. Connectivity to the internet and between our devices
is now taken for granted. The history of the dramatic changes in the digital revolution is
outlined in Figure 1.5, which illustrates everything from the sending of the first email, the
launch of social media platforms, and the modern world where technology is transforming
every aspect of our lives.

artificial intelligence (Al)

the ability of a computer to mimic
human behaviors.

Copyright 2024 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



8 Part1 Building the Foundations of Digital Marketing

Figure 1.3 Highlights of Early Internet Development Source: http://www.livinginternet.com/i/ii_summary.htm

Internet > History >

Internet History -- One Page Summary

The conceptual foundation for creation of the Internet was
largely created by three individuals and a research conference,
each of which changed the way we thought about technology
by accurately predicting its future:

Vannevar Bush wrote the first visionary description of
the potential uses for information technology with his
description of the "memex" automated library system.

Norbert Wiener invented the field of Cybernetics,
inspiring future researchers to focus on the use of
technology to extend human capabilities.

The 1956 Dartmouth Artificial Intelligence conference
crystallized the concept that technology was improving
at an exponential rate, and provided the first serious
consideration of the consequences.

Marshall McLluhan made the idea of a global village
interconnected by an electronic nervous system part of
our popular culture.

In 1957, the Soviet Union launched the first satellite, Sputnik
I, triggering US President Dwight Eisenhower to create the
ARPA agency to regain the technological lead in the arms race.
ARPA appointed J.C.R. Licklider to head the new [PTO
organization with a mandate to further the research of the
SAGE program and help protect the US against a space-based
nuclear attack. Licklider evangelized within the IPTO about the
potential benefits of a country-wide communications network,
influencing his successors to hire Lawrence Roberts to
implement his vision.

Roberts led development of the network, based on the new
idea of packet switching invented by Pau/ Baran at RAND, and
a few years later by Donald Davies at the UK National Physical
Laboratory. A special computer called an Interface Message
Processor was developed to realize the design, and the
ARPANET went live in early October, 1969. The first
communications were between Leonard Kleinrock's research
center at the University of California at Los Angeles, and
Dowuglas Engelbart’s center at the Stanford Research Institute.

The first networking protocol used on the ARPANET was the
Network Control Program. In 1983, it was replaced with the
TCF/IP protocol invented Wby Robert Kahn, Vinton Cerf, and
others, which quickly became the most widely used network
protocol in the world.

In 1990, the ARPANET was retired and transferred to the
NSFNET. The NSFNET was soon connected to the CSNET,
which linked Universities around MNorth America, and then to
the Elnet, which connected research facilities in Europe.
Thanks in part to the NSF's enlightened management, and
fueled by the popularity of the web, the use of the Internet
exploded after 1990, causing the US Government to transfer
management to independent organizations starting in 1995.

And here we are.
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talleadership.com/blog/four-waves-of-economic-development/
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Figure 1.4 The Four Waves of Industrial Revolution Source
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