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“For I know the plans I have for you,” declares the Lord,
“Plans to prosper you and not to harm you,

plans to give you hope and a future.”

(Jeremiah 29:11 NI1V)

Lord, I believe that You created me for a special purpose,
and that You have a perfect plan for my life.

I ask that You fulfil Your purpose for me,

and help me to do my part

by earnestly seeking You daily

through prayer and Your Word.

Thank You that as | seek You each day,

You will guide me along

the best pathway for my life!

(Psalm 32:8 NLT)
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EXECUTIVE SUMMARY

Rapid changes in technologies have driven businesses to adapt quickly. These changes
have adso influenced the way of doing business. The emergence of E-Commerce
technology offers opportunities as well as challenges for business.

Many scholars argue that the traditiona marketing mix theory is not adequate to explain
marketing on Web appropriately. Therefore, a proliferation of studies has been conducted
in order to discover theories that can adequately explain the differences between physical
marketing and virtual marketing. In line with that, the 4S Web Marketing Mix Mode
offers a basic framework for developing and describing marketing on the Web.

This research project examined how the 4S Web Marketing Mix model is applied within
Campina BV through case study analysis. In particular this research project explores al
of the following, namely:

What is happening within the Dutch food industry?

What actions or market conditions have allowed some food producers to create value
through E-Commerce?

How does Campina BV improve its operations by conducting E-Business?

What are the implications of E-Commerce applications on the Campinas Web
marketing mix?

What are the critical factors for Campinato succeed in the food industry?

The findings for this thesis were derived primary and secondary data. Interview questions
were conducted by mail and the objective of those questions was mainly to explore the
E-Commerce application within CampinaBV.

The findings describe the consolidated market in Dutch food industry and E-Commerce
technology has offered opportunities for companies to compete in that particular industry.
The 4S Web Marketing Mix Model as proposed by Constantinides (2002) provides
insight and deeper understanding into marketing on the Web.
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CHAPTER1

INTRODUCTION

1.1 AIm

The objective of this research project isto investigate on how the 4S Web Marketing Mix
model is applied in the Dutch Food industry through case study analysis on CampinaBV.

1.2 Introduction

Rapid changes in technology have changed the world, not merely in business, but dso in
non-commercial area in the world. Technology facilitates us to access information from
anywhere in the world, to maintain relations with customers, employees and other
business partners in a different way. Therefore, companies need to recognize these
changes and adjust their way of doing business in order to take benefit from such
developments.

Having regard to that, Molenaar (2002) argues that a new opportunity exists, namely
E-Commerce. Futhermore, he suggests that E-Commerce implies changes, from old way
of doing business into the new way of doing business, which aso could lead to
organizationa changes and to changes in the relations between organizations.

In recent years, E=Commerce has been embedded in daily business operations. Many
firms are usng ECommerce to foster their businesses to keep up with their competitors.
Nevertheless, the ECommerce revolution has played a significant role to the present
economic conditions in many countries. Some studies even showed that E-Commerce
played a mgor role in transmitting about the economic downturn. They observed the
decline share values as well as the increasing level of unemployment in dmost al areas
of the high technology sector (Accenture, 2002).

International Telecommunication Union (ITU) estimates that the number of Internet users
worldwide in 2001 was 500 million people. That represents a 30 percent higher increase
on figures for 2000. The ITU forecasts that 655 million people would be using the
Internet worldwide, which represents 31 percent of a yearly growth. This adso
corresponds with data that demonstrate the increasing number of new Internet users in
developing countries. Table 1, as shown below illustrates the number of Internet users
2000 — 2001 by region (UNCTAD, 2002).

From Table 1.2.1 bdow, we observe that in Africa, the number of Internet users

increased 46.4 percent from 4.601.000 to 6.738.000 and in Latin America; the number of
Internet users increased 36.2 percent form 19.331.000 to 26.320.000. In North America,

the number of Internet users increased 14.4 percent from 136.700.00 to 156.323.000.

Yanto Togi Ferdinand Marpaung
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In Asia as well as Africa, the number of Internet users stridently increased around 45.8
percent from 108.231.000 to 157.779.000. In Oceania, the number of Internet users
increased 11.4 percent from 7.635.000 to 8.505.000. In Europe, the number of Internet
users increased 33.3 percent from 108.339.000 to 144.410.000, while in the Netherlands
Internet users is increased 35.9 percent from 3.900.000 to 5.300.000. On average
worldwide Internet users increased 29.9 percent from 384.837.000 to 500.074.000.

In other words, since there are increasing numbers of Internet users worldwide, including
the Netherlands, applying ECommerce for business use would deliver many benefits to

companies.

Table 1.2.1 Internet users 2000 — 2001 by region (thousands)

Region 2001 2000 Increase %0 Change
Africa 6.738 4.601 2.137 46.4
South Africa 3.068 2.400 668 27.8
Egypt 600 450 150 33.3
Kenya 500 200 300 150.0
Morocco 400 200 200 100.0
Tunisia 400 250 150 60.0
Others 1.770 1.101 669 60.8
Latin America & Caribbean 26.320 19.331 6.989 36.2
Brazil 8.000 5.000 3.000 60.0
Mexico 3.636 2.712 923 34.0
Chile 3.102 2.537 565 22.3
Argentina 3.000 2.500 500 20.0
Peru 3.000 2.500 500 20.0
Venezuela 1.300 950 350 36.8
Colombia 1.154 878 276 31.4
Others 3.128 2.253 875 38.8
North America 156.323 136.700 19.623 14.4
United States 142.823 124.000 18.823 15.2
Canada 13.500 12.700 800 6.3
Asia 157.779 108.231 49.547 45.8
Japan 57.900 37.200 20.700 55.6
China 33.700 22.500 11.200 49.8
Republic of Korea 24.380 19.040 5.340 28.0
Taiwan Province of China 7.820 6.260 1.560 24.9
India 7.000 5.500 1.500 27.3
Others 26.979 17.731 9.247 52.2
Europe 144.410 108.339 36.071 33.3
Germany 30.000 24.000 6.000 25.0
United Kingdom 24.000 18.000 6.000 33.3
Italy 16.000 13.200 2.800 21.2
France 15.653 8.500 7.153 84.2
Spain 7.388 5.287 2.000 37.1
Netherlands 5.300 3.900 1.400 35.9
Sweden 4.600 4.048 552 13.6
Russian Federation 4.300 3.100 1.200 38.7
Poland 3.800 2.800 1.000 35.7
Others 33.369 25.403 7.966 31.4
Oceania 8.505 7.635 870 11.4
Australia 7.200 6.600 600 9.1
New Zealand 1.092 830 262 31.6
Others 213 205 8 3.9
World 500.074 384.837 115.237 29.9

Source: E-Commerce and Development Report 2002. UNCTAD. 2002 (http:/Avww.unctad.orgen/docs/ecdr2002_en.pdf)

Yanto Togi Ferdinand Marpaung
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Since the introduction of E-Commerce applicatiors and the phenomena of increasing
numbers of Internet users, many marketing theories endeavor to explain the impacts of
E-Commerce technology application in business operations. According to Constantinides
(2002), there is another paradigm, which gives more insight understanding as regards

E-Commerce application or Web marketing.

Constantinides (2002) argues that the traditional marketing management approach, which
is popular with marketing mix (4Ps), is inadequate to explain virtua marketing.
Furthermore he suggests that the 4S eements (Scope, Site, Synergy, System) of his Web
Marketing Mix framework can offer the basis for developing and commerciaizing
Business to Consumer on-line projects.

In respect of changes in technology, the food industry, which represents one of the Dutch
agri-sectors, has played an important role in Dutch economy. According to the Dutch
Ministry of Agriculture, the agri-sector represents a gross added value of approximately
73,000 million guilders, which means equd to around 12% of the GDP in year 2000
(minlnv.nl). In addition, the turn-over in the food sector is rising and now stands at
90.000 million guilders (about 40.000 million Euro), and together with drinks and
tobacco, food sector has make up 18% of the added value of the total industry in the
Netherlands.

According to the Dutch Dary Boad in Statistisch Jaaroverzicht 2002
(www.prodzuivel.nl), Campina BV is one of the largest dairy food prodicers in the world
(see Table 1.2.2). Campina's strategy to add value to milk, one of its strategic priorities
for further growth is to give priority to geographica market leadership in respect of its
dairy drinks in Western Europe and developing a world keading market position for its
specific dairy ingredients. Therefore, in this research project will examine the impacts of
E-Commerce application on Web marketing mix within Dutch food industry, case study
on CampinaBV.

Table 1.2.2 Largest Dairy Food Producersin the World

Concermn Land Omazet (€ mlljard)
1 [ Mestle Zwitserland 16,1
2 e Dean Foods LISA T
3 —_— Dairy Farmers of America LISA 5.8
4 — Fonterra Misuw Zecland 6,7
5 == Arla Foods Cenemarkens/Zweden 6,4
5] — Dancone Frankrijk &,3
7 — Parmalat Italié .1
8 — Kraft Foods Usa 5.8
9 —a Lactalis Frankrijk 5.5
10 — Unilever?  Mederland/Yerenigd Koninkrijk 5,2
11 — Friesland Coberco Dairy Foods Mederland 4.5
12 —n Meiji Dairies Japan 4.4
13 — Bongrain Frankrijk 3.9
14 — Morinaga Mill Industry Japan 3,9
15 . Campina Mederland 2.8
16 e Land O’Lakes Usa =]
17 o Saodiaal Frankrijk LT
18 e Humana Milchunion Duitslamd 2.5
19 — Schreiber Focds™ UsA 2.5
20 o Mordmileh® Duitsland LI
bron: Rabobank Intemational
opmerking: omzet 2002 + fusies & acquisities in 2003
1) schatting
27 clifer 2001

Source: Statistisch Jaaroverzicht 2002 (www.prodzuivel.nl)
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1.3 Problem Definition
“Since rapid changes in technology have influenced the way of doing business in many
industries and the number of Internet users has increased, what is the extent of
E-Commerce applications on the 4S Web Marketing Mix Model in Campina BV”
1.4 Research Question
The specific questions explored in this study are:

What is happening within the Dutch food industry?

What actions or market conditions have alowed some food producers to create value
through ECommerce?

How does Campina BV improve its operations by conducting E-Business?
What is the extent of E-Commerce applications on Campina s Web marketing mix?

What appear to be the critical factors for Campina to succeed in the food industry?

1.5Methodology
Company Interview

The interview will be conducted during two months from July to August 2003.
Respondents are either owner- manager or those whose primary responsibility for the
implementation of ECommerce in the business and marketing department of the
company. Initial contact will be conducted by email, followed by interviewing or
faxing the interview questions and list of topics to be covered in the interview.

Case Study
The information collected in the interviews is treated as a case study that contains

lesson on the way. And in this research, Campina B.V has been sdected for case
study analysis.

Yanto Togi Ferdinand Marpaung
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1.6 Data Coallection

In order to make an anadyss, therefore | would like to collect the data from various
sources. The sources are structure into two main forms,

Primary Data

Primary data would be the data from Campina BV. Observatiors as well as
in-depth interviews would be fruitful to conduct in order to obtain the appropriate
data

Secondary Data
This data would be collected from the Internet, books, journads, University and
Institute research documentation, newspapers and magazines.

1.7 Data Analysis

I would like to employ strategic analysis as a tool to analyze the primary and secondary
data. Two main andyses namely industrial analysis and the 4S Web Marketing Mix
Model are employed.

1) Indudria Analyss
» Rivary among existing firms

» Potential Entrants
= Buyers

= Suppliers

»  Subdtitutes

2) The4SWeb Marketing Mix Anayss (Constantinides, 2002)

The purpose of this modd is to gan a better understanding of the application
E-Commerce technologies within Campina V. Thisanalysis comprises four elements,
namely: Scope (S1); Site (S2); Synergy (S3) and System ($4).

a). Exploratory Analysis

Scope (S1): Strategy and Objectives
Market Analysis: Competition basis, competitors, market potential, market
forecast, market trends

» Potentiadl Customers. Profiles, motivation, behavior, needs and current
way of fulfilling them, priorities

» Internal Analysis Interna resources, processes, value. Is the Web a
sustaining or disruptive technology?

» Strategic Role of the Web Activities. Generic types. Informational,
educationd, relational, promotional, transactional

Yanto Togi Ferdinand Marpaung
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Site (S2): Web Experience
= Customer oriented content. Consists of important questions:

% What does the customer expect in the site? Domain name, content,
design, layout, atmosphere, aesthetic and Web site positioning and the
classc 4Ps

s Why the customer will make use of the site? Simplicity, functiondity,
speed, findability, searchability, navigation, interactivity and
customization.

% What motivates customers to come back?

Synergy (S3): Integration
Front Office Integration: Integration with the physical Marketing Strategy
and Marketing Activities

= Back Office Integration: Integration of the Web site with Organizational

processes, Legacy systems and Databases
» Third Party Integration: Create networks of partners who will assist the

commercial, logistic and other site activities

System ($4): Technology, Technica Requirements and Web Site

Adminigtration Software, hardware, communication protocols, content
management, system service, site administration, hosting decisions, payment
systems, performance analysis

b). Regresson Andysis (Griffith, et.al , 1993)
Yy = b, +%,0, + X;5b, +.+ X by ++e

where:
= ether profit or total revenue

X4y Xy = EXplanatory variable

b, = congtant

b,....b, = the effects of changes in explanatory variable to dependent variable
(¥.)

e = Errors

This regresson analysis model will measure the impacts of explanatory variable
(S1 - 4) into explained variable (total revenue or profit).

Yanto Togi Ferdinand Marpaung
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Explained Variable

o Campinas Totad Revenue, or
0 Campina s Profit
Explanatory Variable

0 Scope (S1)

The number of Campina's web visitors on year-by-year basis and Campina
initial investment costs.

o Ste(R)
The number of Campina s site speed and bandwidth speed

0 Synergy (S3)
The number of customer’s complains, banners, buttons, and links on year-by-
year basis.

0 System(4)
The number of staff or personnel.
1.8 Summary

This chapter has introduced the aim of the research, the problem definition, research
question, discussed the methodology, data collection and deta analysis.
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CHAPTERII

LITERATURE REVIEW

The aim of this chapter is to give a theoretical review of this research study. This chapter
consists of three main theoretical reviews, namely: Industrid Anays's, ECommerce and
Web Marketing Mix Modd.

2.1 Indugtrial Analyss

Thompson and Strickland (2001) defined an industry as “a group of firms whose products
have so many of the same attributes that they compete for the same buyers’. In line with

that Hax and Mgjluf (1991) defined an industry as “a group of firms offering products or
services which are close substitutes of each other.” Thompson and Strickland (2001)
then explained that there are severa factors, which are essential for understanding
industry in economic features and these factors are important because of its implications
on company’s strategies. The implications of these factors will discuss further in this
chapter (see Figure 2.1). Therefore, the factors are:

The size of the market.
The scale of competitive rivalry (locd, regional, nationd, international or global).

The growth rate of the market and postion in the business life (early development,
rapid growth and takeoff, early maturity, saturation and stagnation, decline).

The number of rivals and their relative sizes. Since these will describe the industria
condition whether the industry is fragmented into many smal companies or
concentrated and dominated by afew large companies.

The number of buyers and their relative sizes.

The condition of industry rivals (Whether and to what extent industry rivals have
integrated backward and/or forward).

The various types of distribution channels that are use to access consumers.

The rapid change in technology in terms of both production process innovation and
new product introductions.

Products and services differentiation (highly differentiated, weakly differentiated, or
essentidly identical).

Yanto Togi Ferdinand Marpaung
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Economies of scale in purchasing, manufacturing, transportation, marketing or
advertising.

The industria location cluster of a particular industry. For example, Silicon Valley,
Hollywood (for movie industry), and New Y ork City (for financia services).

The characteristics of learning and experience effect (strong learning, “learning by
doing”) that will make the unit costs are decline as cumulative output grows.

The capacity of utilization. High degree of utilization capacity will make the cost of
production is lower.

Capita requirements and types of entry and exit.
Profitability of the industry.

As aforementioned, those economic features have an impact on the strategies of firms,
and are shown in the under-noted Table 2.1.

Table 2.1 Examples of the Strategic Importance of an Industry’ s Key Economic Features

Economic Feature Strategic Importance

Market size - Big competitors will tend to put more interest in large
market rather than in small market.

Market growth rate . Fast growth will generate new entry, and slow growth
will increase competition and shakeout of weak
competitors.

Capacity surpluses or shortages . Surpluses will make the price and profit margin down;

on the other hand, shortages will pull the price and
profit margin up.

Industry profitability . New entrants will Took into high profit industries, and
poor market conditions will encourage exit.
Entry/Exit barriers - High barriers protect existing firm’s position and

profits and low barriers will make existing firm
exposed to entry.

Cost and importance of product . Buyers seek for the Towest price on big mark products
than on expensive ones.

Standardised products - In this term, buyers are more powerful because it is
easier to change from seller to seller.

Rapid technological change . Equipment and facilities may become obsolete In a

very short time. Therefore, companies should consider
abaut this raises risk factor.

Capital requirements - Decisions will  become critical if big capital
requirements get involved, and it will also create a
barrier to entry and exit, therefore timing becomes
more important.

Vertical Integration - The increasing number of capital requirements needed
often create competitive and cost differences among
fully versus partially versus non-integrated firms.

Economies of scale - The Increasing number of production volume and
market share will require them to be cost competitive.
Rapid product innovation - New innovations products will launch sooner by rivals

than current market leader since the product life cycle
IS shorten in respect of rapid product innovation.

Source: Thompson and Strickland, 2001.
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Afterwards, Porter (Thompson and Strickland, 2000) argues that athough competitive
conditions in many industries are not similar in particular way, but the process of
competition has a smilarity in respect of the nature and intensity of competitive forces.
Figure 2.1. below describes the key anaytical tool for diagnosing the competitive

environment.

Fotential
Entrants

Threat of
Mew Entrants

L 3

Industry

Bargaining Power| Competitors | Bargaining Power
of Suppliers of Buyers

Suppliers ————® \_/ +————| Buyers

Rivalry among

existing firms

Threat of
Substitute Products

or Service

Substitutes

Source: www.shopzone.co.nz/mworl d/porter.htm
Figure 2.1 The Five Forces Model of Competition: A Key Analytical Tool for Diagnosing the
Competitive Environment

Porter (1980) defines that the condition of competition in a particular industry is a
compound of five competitive forces, namely:

1

2.

The rivalry among existing firms.

The potentia entry of new entrants.
Threat of substitute products or services.
Bargaining power of suppliers.

Bargaining power of buyers.

2.1.1 TheRivalry among Existing Firms

According to Porter (1980), rivalry arises because there is either a pressure in the industry
or an opportunity to improve position between one or more competitors. Porter (1980)
also argues that competitive moves by one firm may have sgnificant effects on its
competitors and alowed competitors to make retaliation efforts to counter the move.
There are two commonly forms of competition such as price competition which make
firms to cut prices, lowering revenues and advertising battle which may develop demand
or improve the level of product differentiation for the benefit of al firmsin the industry.

Yanto Togi Ferdinand Marpaung
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In line with that, there are several indicators that influence the intensity of competition
between companies within a particular industry (Thompson and Strickland, 2001), such
as:

The degree of rivary is increased as the number of competitors increased and as
competitors become more equal in Size and capability.

The dow growth of products demand will make the degree of rivary is usualy
stronger.

Price wars or other competitive moves in order to enhance sales volumes will make
the rivalry in the industry become more intense.

The lower the cost to switch brand by customers will make the rivary become
stronger.

Rivary is become stronger when one or more competitors are displeased with their

market position and make strategic mowves to augment their position at the expense of
rivals.

For example, firms are often acquiring small rivals, doing intensive advertising,
cutting prices when they are losing ground or in financial trouble. And these actions
can aso increase the intense of rivalry since many firms will counter those moves in
order to battle their market shares.

A successful gtrategic move from a riva firm may increase the degree of rivary in
the industry in proportion to the size of the payoff from that successful strategic
move.

The degree of rivary in a particular industry will increase when the costs to get out of
abusiness are higher than to stay in and compete.

In line with that, Porter (1980) then argues that the factors, which influence the
degree of competitive rivalry can and do change, and he aso highlights that the exit
and entry barriers can be an important feature to analyse the industria profitability.

For example, the best perspective of industrial profitability is if the entry barriers are
high but the exit barriers are low. In this perspective, entry will be deterred and
competitors who are unproductive will leave the industry. Figure 2.2. below depicts
the entry and exit barriers within a particular industry.

Yanto Togi Ferdinand Marpaung
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Exit Barriers

Low High
Low Low
Low Stable Return Risky Return
Entry Barriers
High High
High
Stable Return Risky Return

Source: Porter (1980).
Figure 2.1.1 Barriers and Profitability

The variety of firms in terms of visons, strategic intents, objectives, strategies,
resources and countries of origin will enhance the degree of rivalry.

The strategic moves from a particular company such as acquiring weak firms in the
industry and commence aggressive, well-funded moves to transform its newly
acquired competitors into industry will make the degree of rivalry aso become
higher.

2.1.2 The Potential Entry of New Entrants

There are severa types of entry barriers that may face by new entrants to enter a
particular industry (Porter, 1980; Hax and Mgjluf. 1991, SegalHorn and Faulkner. 1999,
Thompson and Strickland, 2001), such as:

Economies of scae.

Economies of scale represent the declining in unit cost of a product or operation or
production function as the increasing of absolute volume per period. These economies
of scale aso can be present in every business functions such as manufacturing,
purchasing, research and developmert, marketing, service network, utilization of
sdesforce aswell as distribution.

Economies of scale deter entry by severa forces such as forcing the new entrants to

enter the industry in at large scale and risk strong reaction from existing firms or enter
the industry by accepting a cost disadvantages because they comein at asmall scale.

Cost and resource disadvantages independent of size.

Existing firms may have cost and resource advantages that hard to copy by potentia
entrants. These advantages can include several items such as access to raw material,
favourable locations, proprietary product technology, learning or experience curve in
the industry and subsidies from government.
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Learning and experience curve effects.

As aforementioned, new entrants may not have advantages in learning and experience
curve effects in the industry because they competing againgt existing firms that may
have accumulated know how as well as lower unit costs.

Inability to match the technology and speciaized know-how of firms dready in the
industry.

New entrants may hard to compete against existing firms since the existing firms may
have more technical capabilities in the industry, ability to execute complicated
manufacturing process and they also may carefully protect the knowhow that gives
them advantages in the industry.

Brand preferences and customer |oyalty.

There is a tendency that buyers are often loya to existing brands. For example,
Japanese consumers are loyal to Japanese products and European consumers are loyal
to European brands of mgor existing household appliances brands. Therefore, these
facts can lower expected profit margin for new entrants.

Capita requirements.

New entrants may need large financial investments in order to compete with existing
firms. The most capital applications are for manufacturing plants and egquipments,
advertising, research and development, working capital to finance inventories,
customer credit and cash reserves for covering start- up losses.

Access to distribution channels.

New entrants may experience the barriers of getting adequate resources in the
industry since the existing firms may have strong relationship with present
distribution channels.

For example, a food manufacturer must able to persuade the retailer to give them
space on supermarket shelf as well as to convince the retailer that they will do intense
sales promotions and other sdlling efforts.

Regulatory policies.

Government policies can be barriers to entry a particular industry for new entrants,
since government regulates every industry with such controls or policies such as
licensing requirements, limit on access to raw materials, pollution controls, product
safety and standardization of the required technological sophistication as well as the
optimal scale of facilities.

Tariffs and internationa trade restrictions.

In order to raise entry barriers for foreign firms and protect domestic producers from
new competition, nationa government commonly use tariffs and trade restrictions
such as anti dumping rules, local content requirements and quotas. For example,
European governments set-up a rigid formula for calculating floor prices for
computer memory chips.

Yanto Togi Ferdinand Marpaung
13 1358758



Ahn Exploratory investigation into the application of E-Commerce on the Web marketing mix within
the
Dutch food industry :: Case study analysis Campina BV

TABniygrsihuatGranegen. i i http: i i
i h Mada, 2003 | Diunduh dari http://etd.repository.ugm.ac.id/
AlFaculty o Managemerjlt and OrganzlzanoA P P y:ue

MSc International Business Program

Switching costs

Switching costs may create an entry barrier for new entrants. Switching costsis a cost
that faces by buyer which switching from one supplier’s product to another supplier’s
product. Therefore, new entrants may offer a mgjor improvement in cost performance

in order to face high switching costs.

Afterwards, in order to evaluate the potential threat of new entrants, there are two factors
that commonly use to evaluate the potentia threat of new entrants, namely:

The difficulties of entry barriers for each type of potential entrants, such as start-up
enterprises, entrant companies in either looking for expanding its businesses or in
other industries.

The profit attractiveness of the new industry for new entrants. Firms outside the
industry will keen to move to a particular industry because of the profit offered in that
industry.

Therefore, the high or low competition degree in order to enter a particular industry for
potential new entrants is based on the available resources and competition possessed by
the group of potentia new entrants, and the best tools to test the attractiveness of an
industry for additiona entry is by measuring the industrial growth and profit prospects.

2.1.3 Threat of substitute productsor services

Porter (1980) underlines that in general, dl firms in a particular industry are in
competition with industries, which are producing substitute products. For example, sugar
producers are competing with sugar substitute producers such as high fructose corn syrup
producers and sweetener producers.

The degree of competitive pressures from substitute products is depend on three factors
(Thompson and Strickland, 2001), namely:

An attractive price of substitute products.

The perspective of buyers that view the subgtitute products as good substitute
productsin terms of quality, performance and other relevant attributes.

Buyers can switch their needs or wants into substitute products straightforwardly.

Moreover, Porter (1980) also emphasizes the characteristics of substitute products, which
ought to have more attention, such as.

Subgtitute products, which have better price-performance trade-off against other
products within the industry.
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Substitute products, which are produced by industries earning high profits.
Therefore, andlyzing the threat of substitute products or services are important for
composing afurther company’s strategic plan, in respect of company’ s initiatives in order
to respond the competitive strength of its substitute products.
2.1.4 Bargaining Power of Suppliers

According to Thompson and Strickland (2001), the degree of suppliers bargaining power
is depend on two factors, namely:

The power of suppliers to influence the terms and conditions of supply.
The extent of supplier-sdller partnership in the industry.

Porter (1980) subsequently argues that severa conditions may make the bargaining
power of supplier are strong, such as.

The group of supplier only congsts of a few firms and sdls their products to
fragmented buyers; therefore suppliers usualy can influence the price and quality of

supply.
There is no competition against substitute products in the industry.

The suppliers are not sdlling their products into important customer, in terms of
significant fraction of sdes, in the industry.

The products that supplier’s have are important input to the buyer’ s businesses.
The products that supplier’ s have are differentiated or it has built up switching costs.

The supplier groups present a likely threat of forward integration that will provide a
check against the industry’ s ability to enhance the terms on which it purchases.

Thompson and Strickland (2001) underline that partnership between sellers and suppliers
can create competitive pressures because of their close and strategic partnership. There

are two main benefits of this partnership that attached to this sellers and suppliers
relationship, such as:

Promoting just-in-time deliveries and reducing inventory and logistics costs.

Enhancing the technological availability of the next component generation, and
reducing its defects.

Enhancing the availability of the next component generation.
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Reducing the supplier’s costs in order to get lower price from items supplied.

Porter (1980) also underlines that labour must be acknowledged as a supplier since they
have great power in various industries since that labour union and highly skilled

employees can influence the company’s businesses and profit in an industry. Therefore,
anadysing the bargaining power of suppliers is important since suppliers have an
important role to the company’s businesses and profits and often can threatening the
industry in terms of price and products quality that they provide.

2.1.5 Bargaining Power of Buyers

Thompson and Strickland (2001) emphasizes that the degree of buyers bargaining power
depends on two factors, namely:

The power of buyers to use adequate bargaining power to influence the terms and
conditions of supply.

The extent of supplier-seller relationship in the industry.

Porter (1980) dso argues that there are severad conditions which may make the
bargaining power of supplier is greater, such as.

Large portion of salesis purchased by buyer compare to seller sales.
Buyer’s costs or purchases are significant in the industry.

The products that purchased by buyers from the industry are standard.
Low switching codts.

Buyers likely a significant threat of backward integration that allowed them in a
position to demand bargaining concessions.

The products that offered by the industry are not a key role to the buyer’s in respect
of quality.

The buyer has complete information about market conditions, such as the product
demand. Market prices, supplier costs, and other information that make their
bargaining power are greater.

Thompson and Strickland (2001) define that the partnership between sellers and buyers
can threaten the industry in respect of business-to-business relationship as opposed to

business to consumer relationship. This is because much evidence that indicate sellers
who provide products to business customers are more likely has mutua partnership.
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For instance, WalMart provides the manufactures with whom they doing business with
daily sdes data from their stores. Therefore, analyzing the bargaining power of buyer is
important since buyers aso have an important role to the company’s businesses and
profits that they compete within the industry by influencing down prices, bargaining for
higher quality at al the cost of industria profitability.

2.1.6 Further Observationson Porter’s Five-ForcesM odel

Hax and Majluf (1991) make three observations of the Porter’s five-forces modd (1980)
industrial analysis, namely:

1. The gtandard of the industry should be judged againgt the firm.
The performance of the firm has to be adjusted against the industry standard in order
to have comprehensive understanding about the value added at the firm level as well
as the competencies of its managers. This remark also emphasises that there is an
existing combined effect in the industry that forced the industry in particular ways.

2. All of the forces are not equally important.
It can be fruitful to understand that not al the forces have an equa weight. For
example, in examining an industria analysis, scholars may find many factors add to
unattractive position, but on the other hand the industry till presents genera
attractive conditions.

3. Theindustry dynamic nature structure.
With regards to future development, the need of identifying factors that may
influence changes in the industry, for example rapid technology and innovation
changes as well as enhancement in information technology structure. As a result,
companies will wel prepare in facing further changes and developments in the
industry.

2.1.7 Strategic Implications of the Industrial Analysis

To this end, therefore examining the industrial analysis will contribute both to gaining
insight understanding towards market conditions and several strategic implications, such
as gaining information regarding the strength of each of the five competitive forces, the
nature of the competitive pressures within each forces as well as the overall structure of
competition(Thompson and Strickland, 2001).
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2.2 Electronic Commer ce (E-Commer ce)

Before the application of eectronic commerce (E-Commerce) into severa areas both
business and nontbusiness area worldwide, there are at least three phases of Internet

development era.

Noreda (2000) summarised the Internet history into three phases, namely:

The Advanced Research Projects Agency Network (The ARPANET).
The ARPANET was assigned initially by the U.S Department of Defence to build a
communication network in 1969. The main pupose of this communication network is
to connect severa communication nodes, and it grew quickly into thousands of
communication nodes. This was an embryo to the Internet connection.

The National Science Foundation Network (The NSFNET).

The NFFNET was introduced in 1986, and the main purpose of this network
application is to have connection to five supercomputers at the University of Illinois
and the University of Cornell.

In this phase, Tim Berners-Lee was developed the first experimental of World Wide
Web (WWW) in 1989. But the application of the Internet in this phase still mainly

focused on research purposes.

Afterwards, since there were many pressures from the private sectors, which
acknowledged the potentia of the Internet applications, therefore the NSFNET was
required to expand its application into particular networks, which resulted in the
development of Internet provider in the private sectors.

Finaly, in 1992, the number of Internet hosts more than 1,000,000 and Mosaic was
the firsg Internet browser, which was developed by Nationa Centre for
Supercomputer Applications (NCSA) at the University of Illinois. And in 1995 the
structure of Internet application was exploded largely with new and larger
infrastructure.

The commercid Internet.

In 1995, the World Wide Web (WWW) was introduced globaly. Since the Internet
was mainly applied into business functions, therefore the government left the network
and permits the commercia sector to take over its ownership. And the first
application of the Internet was mainly focused on e mail and file sharing tasks.

At the present time, millions of people are counted as Internet users and the networks
and its agpplications have expanded through Internet Service Provider (I1SP).
Therefore, the development of commercia applications also takes place, such as
Internet based retailing, business-to-business functions and other development of
commercial purposes, which is aso currently change rapidly.
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Molenaar (2002) underlines that three generations of an Interret application (Table 2.2).

Table 2.2 Internet Generations

Generations Possibilities Users
First Generation Data transmission and access | Research, education
(up to about 1993) | to external sources  of | and universities
information.
Second generation - Data facilities Organisations, private
(1993 — 2001) - Communication facilities individuals, new service
Transaction facilities providers, such as
Collective use of | Internet Service
applications (among | Providers (ISP) and
others entertainment) application sharing
services and commercial
suppliers.
Third generation - Data, speech and image | An advanced
(2001 — present) transmission infrastructure for
(convergence) images, sound and
Far reaching multimedia | data. In this way all
applications. suppliers and
This application supports a | consumers can become
multi device approach. | Internet users without
The Internet (or the | being restricted by
Internet structure) can be | distance, location or
used together with a | other physical barriers.
multitude of devices, from
PC to TV and mobile
phone (WAP and i-mode, a
Japanese mobile (Internet
application).

Source: Summarized by Molenaar (2002).

In recent years, there are many definitions of eectronic commerce. Kaakota and
Whinston (1997) defineseveral definitions of E-Commerce, such as.

From a communication perspective, eectronic commerce is a system, which is
applied to ddliver information, products or services, payments via telephone lines or
any other purposes.

From a business perspective, electronic commerceis a system, which is applied to the
automation of business transactions and task flows.

From a service perspective, electronic commerce is a system that provides the firms
objectives, consumers and management to reduce the costs as well as to enhance the

quality of goods and improve the service delivery.

From an online perspective, electronic commerce is a system that has a capability to
buy and sdl products, and provide information on the Internet and other online
SErVices.
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This research study applies the general term of electronic commerce, which is designed
by Stayner and McNeill (2003). According to Stayner and McNeill (2003), eectronic
commerce is “the exchange of information across electronic networks, at any stage in the
supply chain, within an organisation, between businesses, between businesses and
consumers or between public and private sectors’.

With refer to the aforementioned ECommerce definitions, Kosiur (1997) argues that the
definition of electronic commerce is not a fixed one. The new opportunities, which
occurred by rapid changes in technology as well as the enhancement and exploitation of
the technology capabilities, will allow the emergence of new electronic commerce
definitions.

In line with the development of e commerce technologies, the Internet also offers severa
functions (Molenaar, 2003), as follows:

Information function.

The Internet has offered a new information function from traditiona media
Traditional media (e.g. newspapers, televison commercials) are supply-driven, which
means that the information are supplied and decided by the supplier. The receiver's
are can only accept the information, and draw their own assumptions.

On the other hand, the Internet has changed that supply-driven initiatives by giving
consumers opportunities to get involve in gathering and determining the information.
For example, an advertisement is used to provide information for consumers, but
consumers also can give their input by filling out other channd that provided by the
supplier in order to gather information from consumers,

Finaly, the information that provided by supplier are focused on these following
provisions:

. Products and services.

. The corporation or organization

. Related information (e.g. suppliers, sales outlets and service advice).

In addition, a corporate Web site may also provide information regarding to share
prices, the organizationinformation as well asthe chief executive information.

Communication function.

There are several communication tasks that offered by the Internet, such as
connecting between organizations, organizations and consumers, between individuals
and general communication with these following methods, namely:

= Electronic mail.

» The Web dte information responds.

= Chat room.

= Newsgroups.

*  Newdetter.
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According to Hoffman et a., (www.ascusc.org/jcmc/vol Lissue3/hoffman.html),
companies can use the Internet as an active media to communicate its marketing
purposes. The figure 2.2a below depicts how the communication flows in the
traditional mass media era. In this figure, firms (denoted by F) provide the content of
communication to consumers (denoted by C). In the figure 2.2b, which depicts how
the communication flows in the Web marketing communication flows, the Web
alows firms to change the way their doing businesses with customers by combining

together publishing, real time communication broadcast and narrowcast.

Source Hottman et.a (Www.ascusc.org/|cmc/vol 1/1ssue3/hottman.htmi)
Figure 2.2a Traditional Mass MediaModel of Oneto-Many Marketing Communications
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Source Hoffman et.a (www.ascusc.org/jcme/vol 1/issued/hoffman.html)

Figure 2.2b New Model of Marketing Communications for the Web

Transaction function.
In this term, the Internet transaction function has the same purpose with the

traditional transaction. The function is perceived as a commercia process (eg.
electronic funds transfer). In the traditiona transaction, the potential customer is
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persuade by forms of sales promotion (e.g. billboards, specia offers) while the
potential customers which use the Internet is persuaded by suppliers that likely want
its potential customersto re-visit their Web site by building an attractive Web site.

There are three provisions that are offered by the Internet for attracting potential
customersto visit a particular Web site, such as:

» By search engines.

= By click-through (e.g. banners and icons).

» By other more popular suppliers (affiliate networks)

Infrastructure function.

This function consists of interna and external electronic communication function,
which connected different computer systems and enabled us to send data to different
computers. These functions were initidly introduced by Lerner and Bosack at the

University of Stanford, and recently known as Cisco.

In line with that, National Telecommunications and Information Administration (NTIA)
in Steinfield (www.ascusc.org/jcmc/vol Vissue3/genintro.html) also perform the function
of electronic commerce, as follows:

Bring product s to market, (e.g., Research & Development via telecommunications)
Match buyers with sdllers (e.g., eectronic malls, Electronic Funds Transfer)

Communicate with government in pursuit of commerce (e.g., eectronic tax filings)

Deliver eectronic goods (e.g., information)

2.2.1 E-Commer ce BusinessM od€

According to Korper and Ellis (2000), the industry has divided eectronic commerce into
two main categories, namely:

Business-to-consumer (B2C) electronic commerce.
Business-to-consumer represents of selling products or service to consumers using
Web based technologies.

According to Patton (www.cio.com/ec/edit/b2cabc.html), the maor challenges for
companies to run business-to-consumer el ectronic commerce are as follows:

0 Getting browsersto buy things.
Company’s objective to build a Web site is to enhance its sales volume as well as
to increase the number of Web's visitors. Therefore, advancing navigation,
samplifying checkout process as well as sending out e-mail to potential customers
with specias offers is important in conduction business-to-consumer (B2C)

electronic commerce.
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0 Building theloyalty of customer.
In order to develop customer’s loyalty, there are three factors that important to
consider, such as:
» Personadization focus.
= Develop an easy-to-use customer service gpplication.
= Concentrate on building an easy-to-use Web ste.

o Fulfillment
Companies have to aware that customer satisfaction is important to develop
relationship with customers, therefore recently the focus on customer satisfaction
and delivery fulfillment become more important. Successful B2C E-Commerce
operations are reducing the difficulties of fulfillment tasks with increasing
company’s focus on investment in supply chain and logistica technologies.

Buver scans Buyer finds

web pages e-comimerce site

Seller delivers
products to buyer
via his warehouse Buyer selects products
and gives credit

card information

and |1L‘:~.:~il‘.-|_‘. l]L‘|J)
from a delivery

company
[ .

Seller checks buyer’s Seller sends
credir card confirmation
information to buver

Source: Thuraisngham et.a (httg://ebus ness.mit.edu)
Figure 2.2.1a Business-to-Consumer E-=Commerce

Business-to-business (B2B) commerce.

Business-to-business represents the products and services, which purchased between
corporations and integrate the systems automatically. The man goa of this
automation is to automate the entire supply chain, or in other words, automation of
supply chain management. This category in genera involves suppliers, distributors,
manufactures, stores and  another  party. According to  Vaon
(www.cio.com/research/ec/edit/b2babc.ntml), there are severa challenges for
companies in order to gain benefit in business-to-business electronic commerce, such
as:

» Having an efficient inventory management.

» Responding immediately to customer demand immediately.

» Launching products to market faster.

» Reducing the cost of paperwork.

= Controlling in rogue purchases.

= Attaining lower prices on some supplies.
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Company A Company A
wants to ™ negotiates with
purchase B via a broker

data management agent on the web
unit about the

of Company B purchase

L

Contracts are
digitally signed
and funds are
transterred from
Als account to Bs
account. The sale
1s complete

Fioth companies
1gree on the sale.
L.avwyers draw up

lectronic
Contracts

Source: Thuraisingham et.al (http://ebusiness.mit.edu)
Figure 2.2.1b Business-to-Business E-Commerce

Many marketing scholars argue that business-to-consumer (B2C) commerce is different
to business-to-business (B2B or industrial marketing) commerce. Fern and Brown (1984)
summarized severa distinct bases of the thought that industrial and consumer marketing
are different, as follows:

» Thetype of good being purchased.

» The decision making process of the buyer.

* Product market characteristics.

» The nature of the sdlling firm’'s marketing activities.
» The nature of environmenta influences.

Prior to that, Noreda (2000) underlines that in business-to-business commerce, the
integration between intranets and extranet is important since it will connect the operation
systems and deliver the communication and information in real time. Noreda (2000)
subsequently defines that Intranet is the application of Internet technologies within an
organization in order to enhance data access and transfer results than the conventional
one. In line with that, an extranet is the using of the Internet protocols ard the public
telecommunication system to assuredly share part of company’s information to
customers, partners, vendors, suppliers or other businesses.

2.2.2 E-Commer ce Architecture

Traditionally, ECommerce merely used Electronic Data Interchange (EDI) to interact
between large companies. According to Kosiur (1997), Electronic Data Interchange is
mainly use by companies that exchanges business documents (such as purchase orders,
quotations, hills of lading and invoices) between companies computer applications in a
standardized form. In this network system, al companies are required to be connected to
the same private network.

Having regards to that, companies are now looking for new solutions. They found that to
apply EDI on their business operations would be very costly. And it is aso consider that
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applying EDI is very difficult since it will be very hard to provide interoperability
between different industries, since each industry have their own standard for data
exchange (Korper and Ellis, 2000). In recent years, the electronic commerce architecture
alows company to interact using one standard communication protocol, caled TC/IP
(Transmission Control Protocol/Internet Protocol) and HTML (Hyper Text Markup
Language) as a data format.

According b Korper and Ellis (2000) the elements of E-Commerce architecture are, as
follows:

Web clients.

Web client or browser is an application program that presents a graphica interface to
view and cooperate with al the information available on the World Wide Web
(WWW). Hypertext Transfer Text Protocol (HTPP) is use by Web browser to make
requests of Web servers throughout the Internet. Kosiur (1997) underlines this
protocol determines how an HTML (Hypertext Markup Language) is transferred from
server to client on the World Wide Web (WWW). Examples of Web clients are
Internet Explorer and Netscape Navigator.

Web server software.

Web sarver software is as an intermediary between back-end systems and front-end
Web clients, which function is to generate and deliver hypermedia documents based
on HTML (Hypertext Markup Language). This Web server product is supported by
various network operation systems, such asNT, UNIX, Novell and OS/2.

Commerce server software.

Commerce server software creates an online storefrort as a basis for the site. The
elements of this software are storefront implementation tools, commerce server
management tools and back-end integration tools. There are many functions of this
commerce server software. For instance, customer-oriented storefront features include
product listings, discount pricing/auction technology, question and answer listings,
product comparisons, order tracking, shipment tracking and search tools.

Connectivity tools.

The function of connectivity tools is as a trandator to connect back-end systems to
sarver software or front-end clients or browsers. Traditionaly, Web site requires
program languages such as C++ to operate the appropriate data trandations but
recently many commerce software providers offer tools that provide connectivity with
minimal programming efforts.

Back-end systems.
In order to design an E-Commerce solution, determining atype of back-end system is
very important. Since back-end systems consist of relational databases, transaction
based systems, ERP-systems, EDI, third party software and proprietary systems.
These elements are essentiad to pull data to company’s site and to integrate the
commerce systems.
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As part of these systems, for companies that currently merely communicate through
Electronic Data Interchange (EDI), E-Commerce software manufactures provide
solutions, which alow the integration of existing EDI systems. For instance, Microsoft
provides EDI extensions as part of its tools that sets to integrate into existing EDI based
systems. Therefore, recently companies that are restricted to automating processes
between their business partners that apply the EDI standards can send information, such
as purchase orders directly to smaller business partners viaa Web browser.

2.2.3 Strategic Implications of E-Commerce Application for Marketers

1. According to E-Commerce and Development Report 2002 that prepared by the
United Nations Conference on Trade and Development (UNCTAD), the goal of many
companies to conduct eectronic commerce (E-Commerce) business modd, ether
business-to-business (B2B) dlectronic commerce or businessto-customer (B2C)
electronic is mostly to enhance their customer support service followed by
distribution, research and development, production for loca or regional markets as
well as production for export on world market (www.unctad.org/ecommerce).

Custimer support service R
Distribution
R&Dy

Production for local or regional markets

Production for expont on worlkd market

Other

T T T T
LIRLT] 1000 2000 000 400 S0.00 IR 7000 BLOG

Source: ECommerce and Development Report 2002 (www.unctad.org/ecommerce)
Figure 2.2.3a The Purpose of Company’s Investment in ECommerce

2. Cumpanes Sioulu asu awde ulal Siice Miaty projecuons stated that the total of
electronic commerce (B2B and B2C) would till grow in number, therefore to invest
in thisbusinessis still potential (www.unctad.org/ecommerce).

CAGR (%)

Region 2002 %o 2006 % 2002-2006
Developing Asia and Pacific ar.6 3.8 660.3 51 B85.7
Latin America 76 0.3 100.1 0.8 0.5
Transition economies 9.2 0.4 a2 o7 7o
Africa 0.5 0.0 6.9 0.1 911
Total developing countries 104.9 4.6 857.5 6.7 69.1
Morth America 1677.3 731 7 469.0 58.2 453
Developed Europe 246.3 10.F 2 4586 19.2 Tt
Developed Asia and Pacific 264.8 1.5 20521 16.0 66.8
Total developed countries 2188.4 95.4 11 979.7 93.3 53.0
World total 2293.5 12 837.3 53.8

Source: E-Commerce and Development Report 2002 ( www.unctad.org/ecommerce)
Figure 2.2.3b A Forecast of Total E-=Commerce (B2B and B2C)
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2.3Web Marketing Mix Model

In dealing with electronic commerce, critical differences between virtua and physica
commerce have encouraged marketing researchers for reassessment of the existing

marketing theories. Many scholars have maintained and developed marketing principals,
but merely few of them that can examine those marketing principals to explain marketing
on Web appropriately (Rafig and Ahmed. 1995, Constantinides. 2001, Hyman. 2002).

2.3.1 The Need for a New ECommerce Theoretical Framework

With regards to the development of marketing theory, Borden (1964) has proposed the
most common framework of marketing mix in 1964, subsequently popularized as the 4Ps
(Product, Price, Place, Promotion) by McCarthy dso in the same year as shown in

Congtantinides (2002). Nevertheless, with rapid changes in technology and business, the
need for a new concept of marketing management is become more important. Many
scholars have sought to explain the new concept of marketing management. For example,
Rafig and Ahmed (1995) have identified and added three more Ps to facilitate the
complex market condition. Therefore, the three additional Ps are Process, People and
Physicd Place. Hyman (2002) in his effort to discover the new structural framework for
marketing management finds that the value of 4Ps framework of thinking is not adequate
in recent marketing era. He than summarized the main criticism from various scholars
who examined the traditional 4Ps marketing mix, as follows:

1. Insufficient theoretical background.

2. Not formally integrated into perspective exchange.

3. Failsthree of the five requirements for a sound classification schema.

4. Greatly focused on consumer goods, and more to production oriented rather than
marketing concept.

5. Does not account for al marketing management activities.

6. Disregard strategic marketing.

7. Concentrates merely on acquisition stage of consumption.

8. Containsan increasingly catch al (i.e. atheoretically focused) promotion category.
9. Does not account for interaction between Ps or boundary-spanning topics.

10. I's not compatible with the relationship-marketing concept.
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In order to address criticism over the traditional 4Ps marketing mix theory,
Hyman (2002) then conceptudised the ‘8D’ model, which explicitly accounts for socia
responsibility, ethics, marketing strategy and unlike a genera marketing theory of
unknown viability but has a greater focus on more abundant mid-range theories. He
defines his ‘8D’ theory as follows:

Design
Trandating the consumer needs and preferences into products.

Demand
Determining the demand of customers.

Didactics
Informing the stakeholders and targeted customers about the products.

Distribution
Délivering company’ s products to customer.

Duty
Diagnosing the rights and obligations of all stakeholders to the organisation.

Direction
Understanding the history of the organisation and its products.

Diary
Defining the current company’s culture, vision and mission statement.

Didectic
Determining the marketing strategy for the company.

Congtantinides (2002) dso argues that the traditiona marketing mix and other physica
marketing perspectives are incompatible to explain virtual marketing or marketing on
Web. He also argues that there are two limitations of the 4Ps in the virtua marketing, as
follows:

Implementing theory of marketing mix mode in traditional market or physical
marketing is adequate, definite and independent management process. But essentialy
the application of the Psis the task of many departments and individuals within the
organization. In brief, Constantinides (2002) then underlines that “Unlike the physica
world, in the virtua market place the four elements of the mix are not detached from
each other. They are heavily interrdated and for al intents and purposes jointly
experienced by the online customer, being merely part of the content of the Company
Customer interface, better known as Web Site”.
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In line with this framework of thinking, Constantinides (2002) then summarized the
limitation of 4Ps in order to implement it in virtual marketing, as follows:

= “Product: The Web dte is the prime online product and brand of the online
organization. The customer should become aware, develop interest and be
persuaded to search for the Site/product before going on looking into the
company’s detailed online offering.

» Price: The mgjority of commercia sites function as price lists for the cmmpany’s
physical product assortment. Besides that, the Web site is perceive by the online
prospect and customer as a cost element (due to connectivity cost, time and
opportunity cost). Although this cost will be in most cases lower that the cost of
performing these activities physically, the customer will compare it with the cost
of finding and doing business with other online competitors.

=  Promotion: The Web site is the promotional medium as well as the promotional
content. The communicational and emotional impact of the Web gte is an
important part of the Web experience and a mgjor factor in attracting and
retaining online customers.

» Place For the mgority of E=Commerce cases involving any form of online
interaction/transaction, the Web site is the counter, helpdesk and sales outlet
where the actual commercial or nonrcommercia transaction takes place.
Moreover, for products delivered in digitad form (music, information, software
and online services) the site fulfils even the task of the physical distribuor by
alowing the product delivery online.”

The 4Ps marketing mix perspective and other physical marketing perspectives are
inadequate to provide a strategic tool for marketing on Web. This perspective merely
as an operational tool for conventiona marketing. Although implementing the 4Ps
marketing mix model as a base for eectronic commerce operations is not appropriate
since this model will not explore the strategic aspects of marketing on Web.

Congtantinides (2002) then summarized that “a way of solving the Web strategy is by
integrating the online strategic planning into the operational marketing planning, this way
building much more flexibility into the sysem. This would mean introducing an
E-Commerce ‘micro-dtrategy’ that while in line with the @rporate strategy would be
flexible and easily adaptable to fast changing online conditions.”

2.3.2 TheMarketing Mix Mode for Marketing on Web

Congtantinides (2002) determines Web Marketing Mix Model (4S) as a framework for
developing and commercidizing Marketing on Web or virtua marketing that is different
from physical marketing. This model determines the online marketing critical element
and addresses the main E:Commerce strategic, operational and organizational concernsin
a comprehensive and manageabl e approach.
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t and Organizatio

On a grategic level, his model recognizes the core strategic issues to be directed in order
to achieve flexible, value adding and possibly successful E-Commerce organization. This
model aso underlines that online activities should be alocated in the corporate strategic
objective. Finaly, this mode proposed the need of adaptation of the online venture into
the commercia strategy of physical corporate in order to get benefit from the existing
organization’ s strengths and competitive advantages.

On an operationa level, Congantinides (2002) suggests a method for outlining
reasonable and consistent Web marketing plans, as its prime goal to develop a market

oriented, effective, flexible and sole Web operationa planning.

Furthermore, on an organizationa level, his mode focuses on the issue of establishing a
proper organizationa, human and knowledge infrastructure for a good operation. The
model discovers the need of integration of virtua business into the corporate
infrastructure in order to enhance synergy between the virtua and physical business and
develop the overall organization efficiency.

In addition, this Web marketing mix model aso underlines that enhancing online
competitiveness is needed by designing the company’s synergies to the industry or third
parties as well as discovers the main technological and administrative issues that will
strengthen E-=Commerce activities.

Scope (S1): Strategy and Objectives
This element emphasis mainly on strategic character and decision to be made on four
subjects, namely:

a

b.

C.

d.

The online venture' s strategic and operational objectives.

The definition of market and identifying potentia of the market and classifying
the potential competitors, visitors and customers of the Site.

The level of the organization readiness for ECommerce.

The organization’s strategic role for ECommerce.

In brief, this element will analyze these following factors, namely:

o

Market Anaysis (Competition basis, competitors, market potential, market
forecast, and market trends).

Market anaysis will examine the company’s Web domain, market potential, the
profiles of potential customers as well as the online strategies of competitors.
There are also severd factors that make this analysis is a chalenging task, such as
the global character of the Internet, the fast growth of online businesses and users
numbers, the changing demographics of the online population as well as the
limited understanding of managers with ECommerce.
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This analyss subsequently describes the market Sze, customer profiles,
competitive situation, future trends, new market opportunities, budgeting process
aswell asideas as basis for the online marketing activities.

o Potentid Customers @rofiles, motivation, behavior, needs and current way of
fulfilling them, priorities).
Web clients can be individuas with different buying motives, cultural
backgrounds, needs, demographics, techno- graphics or lifestyle profiles from the
conventional customers. Therefore, identifying the potentia online customersis a
difficult task since they are different from the physical customers.

o Internal Analysis (Internal resources, processes, values. Is the Web a sustaining or
disruptive technology)
The internad anaysis focuses on the firm’'s resources, processes and values in
order to identify the degree of company readiness to incorporate E Commerce and
examines the possible effects on the organizational value chain. And based on this
analysis, identify the appropriate strategic role of online activity by refine the
strategic objective is necessary.

The result of this interna analysis will be a decison whether to implement
E-Commerce or not implement ECommerce. The consideration of this decison
is based on the redl costs of the online operation, that not only in financial terms
but also in terms of disruption of the established physica processes and
infrastructures. In order to overcome those problems, the possible solution is by
separating the Web operations from the existing corporate body.

0 Strategic Role of the Web Activities: (Generic types: Informational, educational,
relational, promotional, and transactional).
The dtrategic role describes the online activity tasks and reflected on the firm's
online modd. There are severd examples of strategic role such as informational,
educational, service oriented, promotional, relational and transactional. The actual
strategic role can be based on a combination of these strategic roles.

The srategic roles will have important effects for the Site identity, positioning,

syle and atmosphere, content, structure, functionality, organizational or technical

infrastructure or other elements. The aim of the Web operators have to make their

Web site different and unique form competitors by create a Web Unique Selling

Proposition, such as

= Hard to be copied by competitors.

= Ability to produce wintwin solutions with the existing business partners.

* FHexible, easy to adapt the changes in market conditions and external
developments.

Site (S2): Web Experience
The Web dte is the main source for customers to get information about the
company’s products and other attributes. Therefore, the Web dte is the most
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important communication factor of ECommerce. The main misson of the Web site
Is to attract visitors, build contact with the online &rget markets and describe the
online organization. Therefore, the EMarketer should aware about the aspect of site
findability, site speed, average user’s skills, available bandwidth and other technical
consderations.

Generdly, companies built a Web site with several purposes. Some of the most
common site goals and tasks are, as follows:

a. Communicating and advertisng the E-busness image, labels and
products/services.

b. Presenting the information about the company to customers and stakeholders.
c. Communicating the company activities effectively.

d. Providing customer service and helpdesk functionality in order to improve the
customer loyalty and retention.

e. Providing salesleads and customer or market data.

f. Providing interactive online communication between the company and
customers.

0. Providing online payment aswell as direct sales.
In brief, this element will analyze these following factors, namely:

o Customer oriented content. Consists of important questions.

»  What does the customer expect in the site?
Domain name, content, design, layout, atmosphere, aesthetic and web site
positioning and the classic 4Ps

= Why the customer will make use of the Site?
Simplicity, functionality, speed, findability, searchability, navigation,
interactivity and customization.

»  What motivates customers to come back?

Synergy (S3): Integration

This element isto integrate the process of the organization’s objectives. This element
also develops synergy either between virtual organizations and physical organization
or between virtual organization and third parties. Therefore, this anaysis is suitable
for organizations with both physical and virtua operations.
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In brief, this element will analyze the following factors, as follows:

o Front Office Integration (Integration with the physical Marketing Strategy and
Marketing Activities).
The front office integration is emphases the need to assess and determine ways
that facilitate the full integration of the Web operation into the company’s
communication plan, corporate style and the existing physical retail channels.
This integration also has an objective to share information potentia customers as
well as existing customers about the future Web activities and outline the benefits
of doing business online.

It is clear that an integration and synergy between the online and the physica

communication plan is to utilize existing promotional activities and to capitaize
customer goodwill, less time consuming time and in order to have an effective
promotional campaigns. These synergies aso expected can be operated until long
term, since a mature on line operation is able to support the corporate marketing
strategy as alow-cost structure source of customer and market data and as a retail
outlet as well as an efficient communication instrument.

In order to have a good successful integration, a Web marketer has to minimize
the channel conflicts that may occur by recognizing possible mutual benefits and
trandating win-win situations for both virtual business and traditiona distribution
channel.

o Back Office Integration (Integration of the Web site with Organizationa
processes, Legacy systems and Databases).

The back office integration analyzes these factors, namely:

» ECommerce physical support activities integration (customer service, order

processing, fulfillment and reverse logistics) into the organizational processes
The online firm requires an integration of existing support operations in order
to provide the fulfillment and back-office supported that expected by Web
customers. Back office efficiency makes the Web operation is attractive and
customer data, queries and online orders will flow in.
In order to examine the physical value chain and its ability to support the
back-office need, there are many evaluation should be done such as utilizing
the previous analyss of scope that will show possible weaknesses and
underline the changes needed in order to upgrade the existing back-office into
higher qudity level.

Therefore, constant monitoring will require efficient auditing mechanisms,
bernchmarking and close monitoring of customer behavior by detecting errors
and conducting corrective action.

» The legacy integration
Legacy integration will integrate the online activities into the existing
Information Infrastructure including Management Information System (MIS),
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Efficient Resource Planning (ERP) Systems, databases and data warehouses.
Therefore, these will lead to an efficient utilization of the company IT such as
cost advantages, improved decison making and more efficient information
management.

» Theintegration between the online operation and the company’ s value system
This integration is important in case of transactiona substances, and the
integration should covers al external participants such as intermediaries,
suppliers of raw materials, distribution and logistics and other direct or
indirect affected parties.

Therefore, transactional sites will require Efficient Customer Response (ECR)
strategy, synchronized production, J T and efficient inventory management. In
addition, Intranet as well as Extranet will replace EDI and EFT system as
functional platforms that will reduce costs in order to achieve higher
efficiency.

0 Third Party Integration (Create networks of partners who will assst the
commercial, logistic and other site activities).
In order to be succeeded and to strengthen the competitive position of virtual
organization, companies also require having cooperation with Internet partners
outside the organization and their value systems. In addition, this network should
also acomplementary to the traditional promotional activities.

Potential associates for thisintegration are, namely:

= Search engines and Web directories
This am of this integration is to increase the coverage of the online
organization into the Web market-place therefore potential customers can
easly access the Site.

= Affiliate networks
This objective of these networks is for online promotion by place a banner or
alink of company’s Site to other sites.

* Online advertisng
The am of this advertising is to atract potential customers to visit the
Company’s dte by placing interactive advertisements (banners, buttons and
hyperlinks)

System (4) (Technology, Technical Requirements and Web Site Administration).
This element discovers both the technological issues and the issues of Sit€'s services
that need to be delivered by the management of E-Commerce.

The core Systemrelated decisions are congists of severa core areas, namely:
0 Web ste administration, maintenance and service.

The basic requirements are availability of technical and service personnel on a24-
hour, 7 days aweek.
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0 Web server hosting and selection of the Internet Service Provider (1SP)
For small and mediumsize organization, external hosting is a common option.

o Siteconstruction
Large initia investments are required in order to build an above average Web site.
The key success factors of a Web site are presentation quality, user friendliness,
easy navigation, browser independence and speed.

o Content management.

The main purposes of this area are the frequency of reviewing and updating the
content of the dte in order to response the changes of market conditions,
customers needs, competitive strategies, market trends and the decentralization of
the Web dte updating procedures. To cope with that, tranings and other
empowerment methods for several different departments in managing the site
contents in order to avoid bureaucratic procedures and the contents quality are
required.

In brief, the main areas that covered by this dement are, as follows. software,
hardware, communication protocols, content management, system service, Ste
administration, hosting decisions, payment systems as well as performance anaysis.

2.3.3 Strategic I mplications of Web Marketing Mix Model for Marketers

According to Constantinides (2002), Web Marketing Mix Model delivers framework that
dlocate the Web marketers examining the strategic and operational concerns of the
Internet marketing in an efficient ways by a new integrated online marketing approach.

2.4 Summary

This chapter has discussed the theoretical review of industrial analysis, ECommerce and
The 4S Web Marketing Mix Mode proposed by Constantinides (2002). Those theoretical
frameworks will be implemented in examining the Dutch food industry analysis as well
ascase study anaysis on Chapter 4.
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CHAPTERIII

CAMPINA BV

3.1 Brief Higtory

In 1979, DMV Campina dairy cooperative was founded by dairy farmers in the
Netherlands. The objective to establish this cooperative was essentialy to counter the
market power of large companies and traders, ad also as a media for dairy farmers to
unite their interests by getting involved in the processing and sales of their milk and dairy
products.

DMV Campina dary cooperative has a long history of mergers and takeovers.
Eventually, DMV Campina was merged to form operating cooperatives ventures
regiondly and as a result DMV Campina cooperative was operating in the south of the
Netherlands and the Melkunie Holland cooperative in the west. Campina BV has known
as a household name for more than 20 years. Table 3.1 below gives a brief summary of
CampinaBV'’s history.

Table 3.1. Summary of CampinaBV’s History

Years Remarks
1979 Founding of DMV Campina dairy cooperative
1980 Founding of Melkunie Holland dairy cooperative
1989 Merger of Campina and Melkunie
1991 Acquisition of Comelco NV in Belgium
1993 Acquisition of a majority share in SGdmilch AG of Stuttgart (Germany)

Acqusition of Bacha and Tojo in Poland

Joint venture with Milchwerke Kdlb/Wuppertal (MKW) in Germany (Tuffi Campina)
Takeover Menken liquid milk activities (The Netherlands)

Takeover De Vereeninging (organic dairy) in The Nehterlands

1997

Takeover of Menken Dairy Food and Menken Polderland (The Netherlands)
1998 . Takeover of Kutel in Essen (Germany)
Takeover of Nupron (ingredients) in Nérten-Hardenberg (Germany)

1999 Emzett Berlin merges with Tuffi Campina into Tuffi Campina emzett

2000 The Stupino (Russio) yoghurt plant is opened

Admission of De Verbroedering cooperative (Belgium) and Milchwerke
Kolb/Wuppertal (MKW, Germany) to Campina Melkunie
Joint venture DMV International and Farmland National Beef Packing (USA)
2001 - After a long period of international expansion, the strategic focus is on internal
uniformity and efficiency
Campina Melkunie changes its name in Campina and Campina brand is
introduced internationally
Tuffi Campina emzett and Campina GmbH (former Stdmilch) merge into the new
Campina GmbH

2002

2003 Takeover of Molkerei H. Strotmann (desserts) in Guttersloh (Germany)

Source: Www.camEinacom
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3.2 Organization Chart

Executive Board

Co-operative
Corporate Staff .
Services
I | 1 _ ]
group group group group group
Campina Campina Campina Cheese and | Industrial
Metherlands Germany International Butter : Products

Source: Www.campina.com
Figure 3.2 Organization Chart of Campina

The members of the Executive board and the staff services, such as finance and
administration personnel and organization are located in Campina head quarters in
Zdtbommel (The Netherlands).

The Campina Netherlands group is responsible for producing fresh daily and long-life
liquid milk products and desserts for the Dutch Market. There are two important brands
produced namely: Campina and Mona. This group aso congsts of two divisons, as
follows. the Campina Foodservice divison (out-of-home market, cream products), the
Ecomed unit (organic dairy) and Zutrans unit (logistics of fresh products).

The Campina Germany group is responsible for a wide range of dairy products for daily
consumption in Germany, which has a production plants in Germany and sales offices in
Germany and Austria. They are aso consider as one of the leading dairy companies in
Germany and a nationa market leader in desserts and branded daily fresh milk, which
known with Campina and Landiebe brand names. In this area, Campinais also a sender
brand for Puddis (desserts), the regional brand Mark Brandenburg (Berlijn/Brandenburg),
Stdmilch (BadenWirttemberg) and Tuffi (Nordhein-Westfalen).

The Campina International group, which conssts of Campina Belgium divison, is
responsible for the production and sales of consumer products (milks, drinks and
desserts) outside the Netherlands and Germany.

The Cheese and Butter group is responsible for producing cheese and butter, and
developing brand concepts (such as Campina, Milner, Volmer, Passendale and Campina
Buttergold). This group consists of two divisions namely: the Campina Holland Cheese
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divison and the Campina Buttergold divison. These plants are located in the
Netherlands, Germany and Belgium.

The Industrial Products group congists of three divisons namely DMV International
(responsible in producing ingredients for the food and pharmaceutical industries all over
the world.), Creamy Creation (cream liqueurs) and Nutrifeed (feed for young animals).
The production plants are based in the Netherlands, Germany, Belgium, and the United
States with sales offices spread across the Netherlands, the United States, the UK, China,
Denmark, Japan and Argentina

3.3 Product Overview

In order to meet the customer’s need, Campina has launched severd products. The
product overview is presented on Table 3.3.

Table 3.3 Summary of Campina s Product

Products Remarks

Mainly produced in Belgium, Germany and in The Netherlands
Consists of various brand names, as follows:

Campina Buttergold in Germany and Austria

Campina Lendliebe for premium butter in Germany
Campina Botergoud in the Netherlands

Campina Beurre d’or in Belgium

Campina Breda for export to mary foreign countries

Butter

Ooooog

DMV International is the main producer of Caseinate

Caseinate . Caseinate is a healthy protein source in meal, which the objective is
as a natural stabilizer of fat and water.

Mainly produced in Belgium, Germany and in The Nethelands
Consists of various brand names, namely:

Cheese 0 CampinaVolmer

O Milner
0 Landliebe
O Arina Le Berger
Cream liqueurs - Mainly produced in the Netherlands

Mainly produced in Germany, Poland and The Netherlands

Consists of several brand names, namely:

Desserts 0 Campina Puddis and Landliebe in Germany

O Mona and Campina Vla in the Netherlands

0 Campina Smakija in Poland

Mainly produced in Belgium, Germany and The Netherlands
- Consists of several products, for example:

Drinks O The health drinks and breakfast drinks (Goedemorgen in the

Netherlands and NutriStart in Germany)

0 Dairy fruit drinks (the Netherlands and Belgium)

Mainly produced by DMV International (The Netherlands)

Consists of several products, for example:

Extra Healthy Dairy O Vifit (Campina’s extra healthy dairy brand in the Netherlands)
Products 0 Campina Optiwell in Germany (For maximum favors, minimum
calories.

Mainly produced by DMV International (The Netherlands)
Lactoferrine is produced to support the immune system of babies
Mainly produced by DMV International (The Netherlands)

. Consists of three brand names, namely:
Lactose 0O Pharmatose

Lactoferrine

0 Respitose
O Esprion
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Mainly produced in Belgium, Germany and The Netherlands
Available under several brand names, namely:
0 Campina (Belgium, Germany and The Netherlands)
Liquid Milk O Joyvalle (Belgium)
0 Landliebe (Germany)
In order to improve its milk production, Campina also has a Campina
School Milk in Germany and The Netherlands
Produced to the ecological dairy segment
Consists of several products, for e xample:
Organic 0 De Groene Koe for supermarkets
O  Zuiver Zuivel for health food stores
Campina also has Campina Ecological School in Germany
Mainly produced by DMV International, which supplies for producers
of baby food, sport nutrition, clinical nutrition and diet foods.
Quark is a soft curd cheese product
- Marketed in several brand names, namely:
Quark O Mona (in The Netherlands)
0 Campina Bradenburg Herb Quark and Landliebe (in Germany)
0 Campina Twarogi (in Poland)
Mainly produced by DMV Inte rnational
Consists of several different flavors, namely:

Protein Hydrolysates

0 Vanila
Via O Double Via
0  Fruitvla
O Slaagroomvia
Mainly produced in Germany, The Netherlands, Poland and Russia
Consists of several brand names, as follows:
O Campina (for International
Youghurts O CamBina I(:ruttis (Central ar)ld Eastern Europe)
0 Landliebe (Germany)
O Mona (The Netherlands)
Mainly produced by Nutrifeed in The Netherlands
Young Animal Feed - The products are created to improve animal’s digestion, health and

growth

Source:www.campina.com

3.4Mission and Strategy
The mission of Campina BV isto add value to milk through:
“Being an entrepreneuria cooperative

0 A continuous increase of the controllable part of the milk price for Campina’s
member- farmers.

o A financid involvement of Campina BV's member, which will enable the
company to reach its long-term objective of profitable growth.

0 A culture, which balances professionalism with a down to earth mentality.

0 A naurd caing for the sustainable values of Campinas nature in an
environmental responsibility.
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Making a difference in the dairy-chain

o A constant innovation in dairy related concepts, products, technologies and
Processes.

0 A drivefor improvement through our knowledge in al disciplines.
Focus on consumer needs

0 Anincrease in market shares through brands, products and communication, which
will link the consumer needs with the dairy nature.

0 A unique relation with Campina’'s customers by satisfying the consumers in
Campina’smutua interest

Care for people

0 An amosphere of integrity and involvement in which individuas are able to
develop their talents to the limits of their skills and ambitions.

0 A rdation with Campina’s member-farmers and milk suppliers, which makes

them avaluable part in the total chain of responsible dairy production.”
(www.campina.com)

The drategy of Campina BV is to add vaue to milk for consumers, customers and
ultimately for its member dairy farmers and the owners of Campina. With regards to its
strategy, Campina BV aso put more concern on milk price movements.

In the future, the price of milk will depend on three factors:

The world dairy market

The demand of dairy products as well as output developments in other key dairy
regions (such as the United States, Australia, and New Zedand) is very important
factors in deciding the price of dairy products in the world. These aso have
significant impacts on international economic, monetary and political developments.

Political decision-making in the European Union

The size of European Union countries will continue to expand. As a result, the price
of dairy products will decrease. The new World Trade Organization (WTO) will aso
have an influence on the reduction of dairy product prices, since there was a reform of
European dairy policy, in which price reductions are hardly compensated for dairy
farmers that would lead Campina dealing with such issues, for example: sustainability
in the chain, and financing the cooperative.
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Campind s performance
Campina's performance can influence the price of dairy products in the following
ways.

0 Focus on scale advantages
Campina’s objective to add vaue to milk for its member dairy farmers (owners),
customers and consumers is reflected a higher product price than other dairy
product prices. Campina BV is two cooperatives were merged to form Campina
BV, and recently Campina BV is dso actively acquiring companies that focus on
consumer products in Europe and dairy ingredients worldwide. In 2001 Campina
BV defined its strategic priorities, which will be discussed later in this chapter.

0 Building strong brands
Building strong brands are very important for Campina to build emotional
relationships with consumers, and its products. This is because Campina has to
maintain its position in the indudtry, its relation with its loya customers and aso
In order to maintain its image as innovative brands.

As aresult, Campina gives more attention on a limited number of strong brands,
namely:

= Campina, the international brand for daily dairy
» Landliebe, the premium dairy brand in Germany
= Mona, the dairy treats in the Netherlands

Moreover, Campina aso makes further investment in respect of its product
advertising, promotion, production and research and development.

0 Targeted innovation leads to growth
Innovation is dso critica factors for Campind s products, the company maintains
its innovation development continually. Therefore, fast and effective innovation
Is the main god for its innovation Strategy.

Due to that targeted innovation, Campina gives more attention to three innovation
centers namely:

= Liquid milk products
» Cheeseand butter
» |ngredients

The purpose of these innovation centersis to make optimal use of knowledge and
skills and the focus on market segments, since these will ensure that Campina has
meet consumer needs.
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0 Quadlity throughout the dairy chain

Campina also cares about the increasing demand of quality and food safety. With
regards to that, Campina implements transparent systems which will ensures its
product quality and product safety. These transparent systems monitor and assess
the quality of every milk delivery.

There are also systems that aim to ensure quality at dairy farms, namely:

» The quality milk chain (Keten Kwaliteit Melk (KKM), the Netherlands)

» Integrated Quality Care for Milk (Integrde Kwaliteitszorg Melk (IKM),
Belgium)

»  Themilk quality management system (QM Milch, Germany)

In order to guarantee that Campina is a quality food producer, Campinas
production companies are SO certified. These quality standards are achieved

through Campina applying two new standards, namely:

» Hazard anaysisof critical control points (HACCP), 1SO 9000
» The British retail consortium (BRC) standards

A hedlthy living environment

Campina integrates its environmenta care into the daily work of dairy farmers
and Campinas employees. Since there are many regulations regarding
environmental matters, such as laws on water, the use of minera and in order to
ensure its al its production processes are secure, al Campina production
companies place greater concern on processing water and also have had their
environmental plans. In short, Campina has a corporate socia responshbility for
compliance with the aforementioned regulations.

Sustainability throughout the chain

Campina is actively involved in opinion making on the future of dairy farming.
They define their commitment to drive environmental sustainability in many
projects as “a permanent responshbility for nature within the social care for a
sustainable existence” (www.campina.com).

For dairy food producers, these sustainability issues are very important, since they
are only dlowed to manufacture products that are environmenta friendly. The
implication is that such products make a contribution to animal welfare and waste
management as well as following the rules on food safety.

In order to show its real commitment to a hedthy environment, Campina has

severd initiativesin place, namely:

» Being responsiblein its use of water and energy

» Reducing the number of transport kilometers that Campina covers in the
Netherlands complying with the Long Term Energy Efficient Covenant

» Deveoping its corporate environmental plans

* Improving it packaging efficiency
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3.5 Strategic Priorities

As aforementioned, in order to enhance its performance in the market and gain
advantages in scales, in 2001 Campina BV defined its Strategic priorities, as follows:

International harmonization

The best example for international harmonization is by using the international
Campina brand for their products. This example was influenced by their motivation to
have scale advantages in brand policy, culture, working methods and organizationa
structure.

In line with that, Campina is also actively acquiring companies that focus on
consumer products in Europe and dairy ingredients worldwide. As a result, the scale
advantages were aso utilized in production.

Market innovation and efficiency
Targeted and successful innovation is the main goa of this strategic priority, and an

efficient organization is the top reason to continued existence. Thisis due to the facts
that the price competition in the dairy food industry is become more intense.

In line with that, the great demand of high quality standards but also high costs of
labor and other means of productions especialy in Western Europe are become a big

obstacle for food producers.

Successful growth
Campina depends the company’s growth on both from its acquiring companies
Initiatives and through its organic growth.

In line with its misson to add value to milk, the main goa of Campina for the
successful growth is to become a geographica market leadership with dairy drinks in
Western Europe, desserts in Europe and a leading position in the world market with
specific dairy ingredients.

3.6 Summary

This chapter has looked at Campina BV such as its history, organization chart, products,
mission and strategy as well as strategic priorities. This overview will contributetogain a
better understanding of the strategic analysis of E-Commerce applications within

CampinaBV.
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CHAPTERIV

DUTCH FOOD INDUSTRY ANALYSS

The am of this chapter is to give insght and deeper understanding about the Dutch food

industry and its implications to Dutch agriculturd economy. The anaysis mainly
examined by Five Competitive Forces, whichis proposed by Porter (1980) and based on
Agricultural Economic Report 2003 of the Netherlands (www.lei.wagur.nl) as well as
Satistisch Jaaroverzicht 2002 (www.prodzuive.nl). Therefore, this analysis consists of
six main analyses and, namely:

1. Overview of Dutch agricultural economy.
2. Therivary among existing firms.

3. The potential entry of new entrants.

4. Threat of substitute products or services.
5. Bargaining power of suppliers.

6. Bargaining power of buyers.

7. Summary

4.1 Overview of Dutch Agricultural Economy

In recent years, the growth of the world economy has been dowing down. Thisis due to
ambiguous condition on Internationa financial markets and lack of consumer trust. The
Netherlands as a part of the world economy society also has experienced a decline in its
economic growth. In 2002 the economic growth of The Netherlands had fallen to only 0.3
percent with an inflation rate 3.3 percent and unemployment rose to 4.3 percent. For
2003, economic growth for the Netherlands is not expected. Within the Dutch agricultural
sector, in 2002 the Dutch agricultural products and foods export was growing by 3.5
percent and import was fall by 0.5 percent. This trade surplus was contributed to 20
billion Euro trade balances.

The greatest contributions to the agricultural export are Ornamental crop products,
followed by meat and dairy products. As shown in Figure 4.1, in 1999-2002 international
trade in agricultura products has increased worldwide. As regards to the Netherlands, EU
countries are still the most important destination for its agricultural export. Germany has
been the main destination for Dutch agricultural exports in the same period, even though
its share for 2003 has decreased compared to 2001 (Figure 4.1).
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The prices of import and export of Dutch agricultural products were on average
comparable to the previous year. Similarly the prices for meat, dairy and eggs were
considerably lower for both export and import by Dutch food firms.

.in'mrt EXpeHE

GRITENY =

Linitad Kingdom =
[taly =

France =

Belgium and Lusemburg =
Greecs =

Sweden =

Ausiria =

Spain =

Denmark =

Rest of West Europe =
Eastern Eurcgs =

1999
United States =

12000

Rest of Morth and South Amenica = B 2001
Africa - I 2002

Middle East = . .

Azia and Oreania =

D P ] R P I o ) o FR P |
6A84-32:10101234567851W01N1213M4

ELIR hitlion Source Stabistics Netherlands, caiculatians by LEI,

Source: Agricultural Economic Report 2003 of the Netherlands (www.lel.wag ur.nl)
Figure 4.1 Origin and Destination of Dutch Agricultural Trade, 1999-2002
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With regards to dairy products, the number of milk and dairy products exports both by
quantities and values generally have been falen (See Table 4.1.1a and Table 4.1.1b).

Table 4.1.1a Exports of Milk and Dairy Products by Quantities in the Netherlands (x 1.000 kg)

1995 2000 2001 2002"
totaal kaas = 540.234 500.330 488.359 475.408
* poudse = 244755 219.821 221.378 228445
+ cheddar == 3572 9.685 12.361 8635
o edammer — 113.605 77754 70.000 68.399
+ korstloze m= 2443 14.207 11.150 7487
+  overige soorten == 154.171 178.863 173470 166.442
boter = 127.708 1211336 17.094 121.878
hoterolie = £1.134 49124 49121 52.999
totaal gecondenseerde melk 306.271 124138 235337 223.022
¢ mel sulker — 89.403 60.175 51.163 47136
*  zonder suker = 216.868 163.963 184.174 175836
totaal melkpoeder = 360.317 77138 226301 231.007
+  niel-mager = 244303 1729538 155.208 169.323
¥ mager = 116,014 104181 71.083 61.684
ander melkpoeder” — 15.875 9515 8.460 8365
room = 70.145 R0.097 63.133 h8.214
volle melk = 105.256 175.694 211.089 327.352
afgeroomde melk — 15836 12714 46.250 64.851
andere verse melk = 14342 29762 15 869 24991
dranken uit of met melk = 69427 39.545 62.640 56.128
lactose en melksuikerstroop 80.897 119.369 113.033 104.037
wei- en welproducten = 113.533 195.655 180529 163.670

1} voordopiz
Iy yoghurten kamemelk in poedenom

Source: Statistich Jaaroverzicht 2002 (Www.prodzuivel.nl)
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R

Table 4.1.1b Exports of Milk and Dairy Products by Value in the Netherlands (x 2 1.000)

1995 2000 2001 20022
totaal kaas P 1.759.785 1.773.965 1.897.16% | A T86.453
v Enudse s 752,807 40454 H31.575 805 377
v cheddar p— 2172 /B E3 44.760 24 M6
v pdammer s 7502 267 673 263452 143 BIB
v forstloze p—— 55.352 42911 38770 25,674
v pyerige soorken = 625852 637 B4 8572 647.228
boter = 339,081 342 5RO 3TN0 13327318
boterchia == 143.625 118.210 122736 123330
totaal gecondenseende melk  m— 330,980 2532590 317,001 66T
v et suiker e 99 869 72192 0495 65 6E4
v zonder suiker = 231111 15 058 246586 ES95
totaal melkpoeder = 671472 a03.092 28081 E17.16%
niet-mages e 475 800 393549 A462 383 406 91B
Mages = 195672 20A151 165 698 111251
ander melkpoederd = 218976 17.556 17.560 14477
room P 118.316 106037 112542 93676
violhe melk ] 36474 61.126 31.244 113835
afgernomde melk —= 3.205 3.065 10205 13442
andere verse melk e 4907 G.BGZ 4062 4.247
dranken uit of met melk == 54772 77852 142423 140510
lactose en MEtksUiResirooD e— 44697 A6 445 21521 873
wei- en weiproducten — 91 897 149384 147 BR7 138 583
tatasl generaal — 3641564 | 3602543 3950015 | 3681512
totale waarde van de — ISR ETD | 43454000 | 45310000 FUAETSE 000
uikvoar van
[zndbouwproductzn®
waarde van de tofzle — 143500000 | 231.900.000 | 242 715000 ?4.59&.{0:]
Mededandsa witvoer [

11 esclimkef motiutiar

Il - vooiopE

3 yoghuet en karremedi i poadersons
& boncihl

Source: Statistich Jaaroverzicht 2002 (Www.prodzuivel.nl)
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Similarly, in generd the number of milk and dairy products imports both by quantities
and values aso have been fallen (see Table 4.1.2a and 4.1.2b).

Table 4.1.2aIlmports of Milk and Dairy Products by Quantitiesin the Netherlands (x 1.000 kg)

1848 2000 2001 200

kags = 88093 12234 152 65 135.297
boter — 53277 44 798 52 364 BT 2
biferciie e 25274 17.260 10555 RN
totaal gecondenseerde melk 103.412 233,061 194.403 188.009
o met suiker — 19.295 1338 g7z g 51
o zonder suiker | 124.117 20657 185691 198,338
totaal melkpoeder B 430.982 34531 70502 315.654
*  fiet-mager i 136,760 108517 g Bl 100 008
" MEgEr — 194227 2R 61 181653 215.86R
ander melkpoader” = 26,783 574 11802 15793
room —= 21 4dd 30210 20250 2087
ikl malk == 302343 162482 186536 174021
afgeroomde melk — 115376 103487 A 017 87115
andere verse melk — 24547 412 3736 23 ME
dranken uit of met melk ) 114.168 11585 126374 110 684
lactose en melksukersirony g1 17158 2065 15.166
wei- en weiproductan S 815427 A1 365 613745 fi04 6E3
b 85

11 vooriopis

7 voghut en keeremeli in poedenicn

Source: Statistich Jaaroverzicht 2002 (www.prodzuivel.nl)
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Table 4.1.1b Imports of Milk and Dairy Products by Value in the Nethedands ( x 2 1.000)

1995 2000 2001 2002

leaas = 1F7 159 296 510 408 354 350,607
boter — 155017 137.030 233757 204 653
boterolie —_— 0531 41.561 23EFT 11835
totaal gecondenseerde melk  o— 132.418 222121 183249 162 284
*  matsuiker e 24506 18.702 14376 14201
= zonder suker — 114.912 203 419 168 B73 147383
totaal melkpoeder = 954416 FT2.450 626.456 622.675
= niet-rmager — 355658 283 4B 241.543 245080
" rmager — R9E 758 435242 384 913 AT7 555
andar melkpoedar™ — 50709 3107 20445 25 4EBB
room = 35.126 47764 31601 IZ BT
violle melk — 105 551 T9BEY 79563 F42EE
afgeroomds mealk = 47024 25679 14315 19.B60
andare verse melk — 10736 14203 17424 13 45E6
dranken it of met melk — &7.609 a0.5w2 81.235 F1.409
lactose en metksuikersiroop s 3961 7506 10457 10:363
wei- en weiproducten — 156207 204551 244069 196.7ED
tofaal generaal = 2:121.558 1.961.650 1.965.863 1. 738577
totale waarde van 4e iNVoer . 17888 504 25.082 000 27.088.000 26351000
van landbouwproducten®

waarde van de totsle e 128400000 | 2961000000 | F20075.000 EOH.451 D00

MNederdandse invoer®

e i posderens

Source: Statistich Jaaroverzicht 2002 (www.prodzuivel.nl)

Therefore, despite that contribution of both exportsand imports are decreases but having
regards to the facts that aforementioned, the dairy food industry still makes a distinct

impact on the Dutch economy.
4.2 The Rivalry among Existing Firms

Despite the facts that the number of dairy firms has falen, there are still many playersin
the Dutch food industry. According to Dutch Dairy Board, until 2002 the number of
enterprises and factories, which divided into cooperatives and non-cooperatives, is 41 and
18, and in totd the number of Dutch food manufactuers is 59. The number of dairy
cooperatives has falen from 62 cooperatives in 1995. As regards non-cooperatives, the
number of dairy non-cooperatives still remains the same as in 1995, which were 18. But
in 2000, dairy non-cooperatives have been counted as 20 non-cooperatives, therefore;
table 4.2.1 and Figure 4.2.1 below depicts the number of dairy norcooperatives has aso
decreased, and the location of those enterprises is spread across the Netherlands
(Table4.2.1 and Figure 4.2.1).
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Table 4.2.1 The Number of Dairy Food Enterprises and Factoriesin the Netherlands

1995 2000 2001 2002
ondernemingan — 19 15 15 12
totaal fabrieken om— 80 66 63 59
+ cobperatief — 62 46 44 a1
* niet-cooperatief o 18 20 19 18
Source: Statist 1ch Jaaroverzicht 2002 (www.prodzuivel.nl)
- Fiesfand Coberco =22
Dimiey Foods
- Campins 18
Pesthe 3
P 2 i e
= Conc % '_’-. e S
S5 DaeC Maas - Hoo 1 ,
§pmr_. E:T:k? — CirrmTsen :
iz Food Reseanch - Ede 9
Farrm: Duiry - Lehestad * =
i - Cchasdberbeg | 1 )
Fatrieker £ -
mantal ondernemingens 13
ool
R
e e
——
[~ PO
il e

o e ST S
gl o — i [ R
)
S % -
“J‘-_ r “’

Source: Statistich Javaroverzicht 2002 (Www.prodzurvel .ni)
Figure 4.2.1 Location of Dairy Factoriesin the Netherlands

As aforementioned, Porter (1980) underlines common forms of competition that can
enhance the degree of rivalry among existing firms. Those forms are, as follows:

= Price

* Product differentiation

*  Product demand

In terms of price, Porter (1980) defines that the high degree of rivary will result in the
price wars between industry players, which mean that the price of a product will become
lower. In the Netherlands, the average consumer prices are remaining higher for every
dairy product items (see Table 4.2.2). But Moloney (2002) argue that these higher prices
are not because the profitability of this industry is high, but this is due to the changesin
European macro economic Situation. In line with that van den Hoven (2002), who is the
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Group President of Campina International, also underlines that the margin of Dairy food
industry is become lower.

Moloney, (2002) then explain about changes in European macro economic condition. For

example, under the GATT agreement of 1995, the export subsidies of European countries
will be condensed. In addition, the current WTO Doha that suggests about trade
liberalism will make dairy manufacturers have to adapt quickly because this will further

accelerate Europe's decline for dairy traded products in the international market.
Therefore, the high prices of dairy products mainly influenced by changes in European

macro economic condition that make the margin of these dairy products become lower.

Table 4.2.2 Average Consumer Prices of Dairy Productsin the Netherlands (3

1995 2000 2001 2002

goudse kaas {1 kg
*  jong, verpakt — 502 5,00 528 5,59
*  jong, onverpakt — 538 557 6,03 6,94
*  jonghelegen, verpakt = 574 5,80 6,15 5,94
* jonghelegen, onverpakt s 6,11 6,33 6,82 £,54
o helegen, onverpakt P 6,52 702 13 760
«  oud, onverpakt — B 11 856 .0 943
*  jonge komijnekaas = 6,09 628 B,67 6,87
smeerkaas (100 g) — 0.59 059 0,65 0,70
hoter (250 g) — 1,04 M 113 1.1
wolle melk (1 1)
»  zepasteuriseerd — 0,65 069 0,78 0,81
o gesterifiseerd e 0,58 058 062 0,66
halfvolle melki1 1)
»  gepasteuriseerd = 0,54 0,56 0,64 0,69
o gesteriliseerd — 047 047 0,51 056
karmemelk {1 1) — 0,54 0,5 0,59 0,62
koffiemelk (1 1)
¢ yolle . 1,08 0,99 1,02 1,08
o halfvolle — 0,81 0,78 0,81 0483
slagroom

gepastevriseerd (250 ml)  o— 0,79 0.7 on 0,72
yoghurt {10
s yolle — 0,78 074 0,81 086
v Magen: — 059 056 064 068
vanillevia, volle {11) — 0,86 089 0,98 1,02
chocoladevla, vaolle (1 1) — 1,08 1.1 1,19 127
chocalademelk, volle (11} s 1,14 1,08 1,10 1,13

bran: CES

Source: Statistich Javaroverzicht 2002 (www.prodzuivel.ni)
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In terms of product differentiation, van den Hoven (2002) argues that in recent years,
product differentiation for dairy food producers is become more important in order to
foster sdes volume in dary food industry. As a Group President aa Campina
International, van den Hoven (2002) then adds that one of Campina's dtrategies is by
implementing product differentiation strategy, especially for Campina's strategy in its
brand management.

Having regards to that, Hax and Magjluf (1991) underline that product differentiation is
one of the mogt critical factors in the competitive rivalry determination. They
subsequently explain that no firms can declare that their products are superior to other
competitors, because most of customers buying decison based on price. Therefore
product differentiation should be undertaken in order to break away from this competitive
condition and Hax and Mgluf (1991) also underline that product differentiation would
also identify opportunities for competitive advantage.

In terms of product demand, the total consumption of milk and dairy products in the
Netherlands generally has decreased. For example, total consumption for milk and dairy
products in 2002 has falen to 1.952.856 compare to 2.040.218 in 1995 and 2.002.506 in
2000, except in 2001 the total consumption for milk and dairy products is 1.928.803 (see
Table 4.2.3). As aforementioned in Chapter 2, Porter (1980) defines that the degree of
rivary is usually stronger because of the dow growth of products demand. Based on data
shown in Table 4.2.3, therefore the degree of competition in the Dutch food industry
becomes stronger.
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Table 4.2.3 Total and per Capita Human Consumption of Milk and Dairy Products in the Netherlands

per pet per per
hoofd hoofd haafd hoofd
in kg in kg in kg in kg

consumptie- ewd 040218 1320 | 2002506 1258 | 1828803 1202 1852 856 1209

melk en con-

sumpliemetk-

producten’

room mm 36341 14 34.822 212 35 563 22 30.429 1%

boter! - 53310 34 52476 33 53.160 33 B2.400 32

kaas® mm 219393 14,2 230.B%6 145 234355 14,6 235,700 14,6

bewvark - 20E4S 19 45037 28 47 5B 3,0 48.845 L

geconden-  pm 103587 &7 104 605 6.6 104 250 6,5 102.897 6,4

saprde melk

vywaavan  =a 101574 66 58.022 6.2 97615 6,1 53402 5.8

koffiemalk

gemiddeld == 15458 15924 16,045 16.1459

aantal imevoners

[ 1.000)

lemoudng op de bosrdary voor conaampbe
centrat en baterset dndicatiel]

Source: Statistich Javaroverzicht 2002 (www.prodzuivel.nl)

To this end, based on facts that in the Netherlands the profitability of Dutch food industry
is low because the effects of changes in European macro economic condition, and since
product differentiation become moreimportant as well as the decreasing number of dairy
food product demand, therefore | conclude that the degree of rivary in the Dutch food
industry is high.

4.3 The Potential Entry of New Entrants

Based on Porter’s five forces model, Hax and Magjluf (1991) underline that ore of the
most important concept and strategies are the concept of relationship between entry
barriers and industry profitability. As aforementioned in chapter two, Porter (1980)
defines that entry barriers are the result of various factors, namely economies of scale,
cost and resource disadvantages independent of size, learning and experience curve
effects, inability to match the technology and speciaized know-how of firms aready in
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the industry, brand preferences and customer loydty, capital requirements, access to
distribution channels, regulatory policies, tariffs and international trade restrictions as

well as switching costs.

In this study research, some of those factors can be identified and subsequently analyzed
based on Porter’s five forces concept. According to Moloney (2002), new entrants will
face some challenges in order to get into dairy food industry, such the changing of macro
economic Situation in Europe as well as changing market forces in the dairy industry. As
aforementioned, the changes of European macro economic Situation have made either
existing dairy firms or potentia entrants run their business operations since the subsidies
in this industry have been reduced, and aso because of WTO Doha round accelerated
Europe's decline in the international market for traded dairy products. Moloney (2002)
subsequently explain that the changes in market forces will make dairy food firms should
adapt quickly in order to exist in the market. Those changes are, namdly:

Globalization trends

Both customers and competitors are now globaize, therefore the key consideration is
based on firm's research and development department, since it will study the market
opportunities that may contribute to an important input for dairy firms.

Growth of food service

The food service firms in Europe have grown 30%. Food service holds key brands in
running their business operations. For example, McDonalds that spread worldwide
including in Europe. This foodservice operator depends on a core supplier to deliver
customized products in mgjor market such as EU. This will require large-scae firms,
efficient operations, innovation capacity and efficient management.

Changing consumer demographics

Changing consumer demographics mean changing lifestyles and changing behaviors.
Basically these changes offer huge opportunities. Therefore, these require firms to
continue innovation to meet these changes and to be success in market place.

Growth of functional foods

Recently, consumers now are more educated and concern about the food they
consume. These growing concerns have lead to the development of nutritious foods
worldwide in terms of mineral, vitamin, fiber as well as more medica benefits such
as low fat milk.

In the Netherlands, government set rules to guarantee safe food. The food should be
tested before introduce to the market. In brief, Dutch government monitors food
production chain as well as animal hedth. On a production chain level, the
government mapping al the links in the production chain and setting conditions for
the entire production process as well as the entire production process of production
chain. On an anima hedth level, the government monitors the safety of food of
animal origin as well as the health of the Dutch livestock herd. Since a healthy animal
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contributes to a hedthy business and to the safety anima origin production
(www.minlv.nl).

In line with that, O'Dwyer et a. (2002) aso highlights that dairy firms in Europe aso
face a high inflation rate, therefore the operationa costs are increase such as labour cost,
energy, contractor and other costs. These will dso make al profits made from dairy
business will have reduce purchasing power for further business operations. Based on EU
regulations, Dutch dairy firms aso face that the quota for milk production that in the
Netherlands has exceed 0.2 percent in year 2002 (see Table 4.3), therefore it will be very
hard for new entrants to compete because generaly EU countries also has exceed their
milk production quota, therefore Schefer (2003) underlines that dairy products had a very
difficult Situation, while implementation of bilateral agreement with the EU gives firms
the opportunity to utilize foreign markets, similarly they are under a great pressure to
increase their price competitiveness by adjusting their structures and processes.

Table 4.3 Milk Quotaand Milk Production per EU Member State
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Source: Statistich Javaroverzicht 2002 (www.prodzuivel.nl)
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In addition, Reuters (2000) underlines that the European food industry is remains to
become more competitive and stagnant. Therefore, this situation makes food firms or
potential entrants should develop products that driven by a variety of socio-economic and
lifestyles.

Reuters (2000) then formulates the mega trends concept (see Figure 4.3) in order to meet
the customer demands and an intense competition. These concepts are, as follows:

Convenience

This trend is driven by the increasing number of population that desires to consume
food and drinks that will involve more less expert people, more individua, less
forma but more frequent and occur in more different locations. These will adso drive
demend for more individual (portion) control regarding to more control over speed
and quality of preparation.

Health

This trend is driven by the growing concern about hedth, food safety, the
environment and food physical appearance. These will aso drive demand for ‘food
plus, ‘food minus and natural products. Therefore, better nutrient control, more
user-friendly information and more evidence that support health claims are needed.

Pleasure

This trend is driven by an increasing demand from unique customers that need for
reward, comfort and guilt-remedy products and intense to limit leisure occasions.
Therefore, the demand of an ethnic and exotic, fun and entertaining, premium and

indulgent products is increase.

'Efficient Mutrition’
{Fast but mutntleus amd healthy)

‘The hypochondriac ‘The time factor'
factor’
+  More individual

Mare information {porticn) control

More avidanca lar +  Mora conbrol awver fime

claims andd quality of
s reparatian

More condral throwgh Hﬁﬂlth con.“.e“ Iﬂﬂﬂa parep I

‘faod plug’, food
rinus” and ‘natural’

allamatives '

e

‘Guilt-free ‘Convenience
indulgance’ Plaas ure Plus”

(Low & Ight [Conveniance
without compronising o with restsurant qually and
taste & texturs) antertaimnent vailie)

‘The sensory experience’

o More fien & entartaining
+  Mare ethnic & exolic lastas
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Source: Future Innovations In Food and Drinks (www. M arketResearch.coim)
Figure 4.3 The Food and Drinks Mega-Trends
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Prior to those challenges and opportunities aforementioned, therefore those both
challenges and opportunities such as globalisation trends, growth of food service,
changing consumer demographics and growth of functional food as well as regulations
that set by EU and Dutch government will create a high barrier for new entrants to enter

this dairy food industry, especialy in the Netherlands.

4.4 Threat of Substitute Productsor Services

According to Hax and Mgjluf (1991), substitute products or services can make an impact
in different ways the attractiveness of an industry. The impacts depend on a number of

factors such as availability of close substitute products or services, user’s switching costs,
aggressiveness of substitutes producers and price value trade-offs between the
substitutes and original products.

According to Unwin (1999), types of subgtitute and analogue food for dairy food are
divided into several categories. Therefore, the types are, namely:

Soya milk and chocolate (a substitute of milk and milk products)
Soya cheese (a substitute of cheese)

Pudding topping (a substitute of creams)

Soya yogurt (a substitute of other milk products)

Unwin (1999) subsequently underlines that several of these products are difficult to
decide that they are closdly subgtituted of dairy food products. In line with that, as
aforementioned, the consumers of milk and other milk products are still high. Therefore,
based on those facts and findings as well as challenges, |1 conclude that the competitive
degree of substitute products or services of dairy products is medium.

4.5 Bargaining Power of Suppliers

According to Dobson (1999), the main supplier of Dairy manufacturers is raw milk
suppliers and other supporting and related industries (see Table 4.5.1, and Table 4.5.2).

Table 4.5.1 Number of Dairy Farms, Classified According the Number of Dairy Cows per Farm
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200 = A7HR 0, 14523 5 7644 4 175926
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Souce: Statistich Javaroverzicht 2002 (www.prodzuivel.nl)
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Table4.5.2 Liquid Milk and Milk Products Supplied for Consumption by Dairy Factoriesin The
Netherlands and Quantities Consumed per Capita
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With regards to the aforementioned on Table 4.5.1 and Table 4.5.2, it describes that the
number of raw materials required in order producing milk and milk products has falen.
Therefore it can strengthen the competitive pressure of suppliers.
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In contrary, Figure 4.5.1 below depicts quality of bulk milk supplied to dairy factories,
and it is clear that from 2001 to 2002, the quality has been reduced. Therefore on the

other hand this can strengthen the manufacture' s position in the industry.

percentage melkmonsters met O kortingspunten’
o8

L iy
E 202
L

L

95

94

jan feb omit oapr me jun jul aug sep okt now  dec
Source: Statistich Javaroverzicht 2002 (www.prodzuivel.ni)

Figure 4.5 Quality of Bulk Milk Supplied to Dairy Factories in the Netherlands

Porter (1980) argues that suppliers have a power to influence the terms and conditions of
supply, and this is adso due to the importance of these raw materids are criticd for dairy
manufacturers, therefore suppliers should have a greater bargaining power than dairy
manufacturers. Nevertheless, based on findings and facts that the quality of bulk milk
supplied to dairy factories in the Netherlands has been reduced as well as other
aforementioned challenges, therefore | conclude that the degree of bargaining power of
suppliers is medium.

4.6 Bargaining Power of Buyers

Kumar (1997) defines that there isarevolution in retailing. This revolution is a shift from
market driven to market driving, from fragmentation to consolidation. By way of internal
growth as well as mergers and acquisitions, a massive consolidation has taken place in
the industry (Table 4.6.1).

Having regards to this revolution, Kumar (1997) argues that this consolidation has an
impact for both retailers and manufacturers. For retailers, they become more difficult to
succeed if they cannot purchase goods from manufacturers efficiently or invest large
capital in technology as well as do many mergers and acquisitions in order to maintain
their competitive postion. For example, Roya Ahold of the Netherlands has been
counted for one of the mogst active firms that acquire other firms. Similarly, for
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manufacturers, this consolidation will influence to their business operations, for example
this consolidation will force manufacturers to conduct partnerships with retailers in a

particular way that may also influence sales volume of manufacturers.

Table 4.6.1 The Revolution in Retailing

The revolution in retailing

From Market Driven

To Market Driving

Fragmented

Local

Consolidated

Global

Traditional stores

Innovative formats

Market place

Market space

Merchants

Retail brand managers

Unsophisticated

Technology intensive

Owner-operated

Systems driven

Vulnerable

Powerful

Source: Kumar (1997)

In addition, Seth and Randall (2001) subsequently underlines about the future challenges
of retail industry. For manufacturers the implications of changes in retail industry will
force them to create many channels to market, offer more innovative products as well as
conducting either aloca or custom promotions (See Table 4.6.2).

Table 4.6.2 Future Challenges of Retail Industry

Today’s Trends

Consumer Attitudes:2005

Business Implications:2005

Demographic trends

Ageing United States
Greater diversity
Income polarity

More working woman
Non-traditional
households

Lifestyle trends

Time poverty

Health consciousness
Networked consumers
Employee scarcity

Shopping seen as a chore
More choice in meal
solutions

Increased food diversity
More “wellness” and health-
enhancing foods

Continued growth in away
from home meals

More choices, less time

For retailers

Increased consumer power
Convenience focus

Low price on replenishment
items

Tight labor market

For manufacturers

For wholesalers

Many channels to market
More innovative products
Local, custom promotions

Low cost distribution

Assist retailers with perimeter
development

Provide manufacturers with
better information and
execution

Source: Seth and Randall (Z001)

Having regards to those aforementioned either opportunities or chalenges, therefore |
conclude that the degree of bargaining power of buyer is high.
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4.7 Summary

This chapter has looked a Dutch agricultural economic condition in which dairy food
products have contributed added value into Dutch agricultural economy. Having regards
to the aforementioned discussion, this analysis indicates that within Dutch agricultural
economy the industry of Dairy food has been consolidated.
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CHAPTERV

CASE STUDY ANALYSIS

The am of this chapter is to explore the application of E-Commerce on the Web
Marketing Mix a Campina BV, supported by Web Marketing Mix Moded proposed by
Congantinides (2002). The interview questions were divided into general and the 4S
Web Marketing Mix. Findings from part one or the general questions are incorporated
into the 4S Web Marketing Mix findings. This chapter is set out as follows:

1. Scope (S1)

2. Ste(S2)

3. Synergy (S3)

4. System ($4)

5. Summary

5.1. Scope (S1)

The main purpose of this section is to examine the strategy and objectives of a particular
company doing business eectronicaly, or in other words, Web marketing. Based on
interview questiors, Table 5.1.1 depicts the findings of Campina s Scope (S1) analysis..

Table 5.1.1 Research Findings of Scope (S2)

Scope (S1) Characteristics Research Findings
* Enhancing profitability.
= Improving company image.
Objectives
= An important additional channel for communication and business
transactions.

Market Analysis = Identify their (Campina) existing and potential customers based
on geographical concern and types of customers (consumers or
professional buyers).

Internal Analysis = Campina managed its Web operation by outsourcing as well as in
house maintenance.

Strategic Role = Mainly informational/promotional followed by transactional
purposes.
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The research findings indicate that the main purpose of Campina’ s Web site is to enhance
its profitability, improve company image as wel as an important channe for

communication and business transaction. In other words, Campina s Web site is mainly
used for informational or promotional tasks followed by transactiona tasks.

Having regards to Campina's objectives as set out in Table 55.1 , Wilson and Abel
(2001) define severd considerations of companies using the Internet as a marketing tool.
Table 5.1.2 depicts those motives.

Table 5.1.2 Internet Applications as a Marketing Tool

Business Enhancement Revenue Enhancement

Communication E-Commerce
E-mail - Interactive Web site allows
Usenet groups customer to view, purchase and pay
Listserv groups for products (e.g., Borders)

Market research - Majority of revenues generated
Search for secondary data from Internet

Gather primary data
- Full integration of order taking with
Brand building supply chain.
Build a Website (brochure-ware) (e.g., e-bay, Covisint)

Source: Wilson and Abel (2001) p.86

From the abovementioned table Wilson and Abd (2001) summarize that companies
deploy the Internet for two main purposes namely business enhancement and revenue
enhancement. The research study indicates that Campinds main purpose in doing
business eectronicaly is to enhance its communication and business transactions. That
are correspondswith the findings of Abel and Wilson (2001).

Campina aso uses its Web site to identify its existing and potential customers based on
customer demographics. Campina uses the Internet to find out what its customer’s need
as well as what its customers are doing anywhere. The Internet is an effective
communication tools, and thus it can be said that communication is the ‘lifeblood’ of
many businesses (Wilsonand Abel, 2002).

Moreover, Campina isaso implementing its Web site to promote its products, enhance
its business transactions and to improve its company’s image. From table 5.1.1
abovementioned, generation of profit is a key to Campina. Perry and Bodkin (2002)
argue that the goa of promotional activities on the Web is similar to operating the
physicad market place. Thus the gods remain the same, namely to create customer’s
awareness, communicate benefits, promote trial and drive customersinto action.

E-Commerce is the implementation of electronic media such & the Internet to transact
busness (Wilson and Abel, 2002). A firm that is implementing ECommerce to sl
products, services and information will set-up an interactive Web site for its users.
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At the same time, the site will ddiver information about the company and type of
products that they sell, and by definition the company uses a Web presence as a brand
building as well asimproving company’simage (Wilson and Abel, 2002).

Congtantinides (2002) concludes that the dstrategic priority of a company’s online
activities will describe the online activity tasks and reflect the online modd of that
particular company. The content of Campinas Web dSte is primarily focused on
supporting its promotional and transactional purposes. Many links are created in order to
connect customers to other Campina’ s sites. With regards to using its Web sSite as a way
of enhancing its revenues or profit, Dewan et d., (2002) argue that will take time. The
main issue is how to dedl with pricing of goods in relation to volume of sales.
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5.2

Site(S2)

This study is primarily focused on Campind's customer oriented content. Table 5.2
depicts the research findings of Campina s Site (S2) analysis.

Table 5.2.1 Research Findings of Site (S2)

Site (S2) Characteristics Research Findings

Customer Oriented Content = Campina has 32 Web sites to communicate its

products or  services. For example:
www.mona.nl

= Campina use its Web site to provide company
information as well as stake holder
information.

= The functions of Campina Web site are mainly
for communication, FAQ and contact as well as

vacancy applications.

= The technical considerations to build Campina
Web site are bandwidth (low bandwidth),
800x640 picture resolution and best view with
Internet Explorer 4.0.

= |n order to motivate their customers to revisit
their Web site, Campina provides its Web site
with relevant information

Basically, the Internet as a media has severa characteristics (Butler and Peppard, 1998).
Those characteristics are, as follows:

As a media for information distribution and dissemination. Unlike traditional media,

Internet can be tailored to the customer’s need either by collecting information from
them or through the use of tracking technologies.

As a media for communicating with customers or potential customers. For this
purpose, the interactive nature of the Internet has an important role. Therefore it is
essential for E-Marketers to build an active diaogue with customers. By using such
ase-mail, online forum or other communication types.

As a media to conduct transactions, orders, invoices and other business documents
that can be sent dectronically, and payment can be made using credit card.

Asadistribution media, Internet allows particular products such as software and other
digital products to be delivered without geographical boundaries to customers.

The research findings indicate that Campina uses its Web Site as a mediato communicate
their products or services to their existing and potential customers on its Web site, in
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order that Campina provides information which is relevant for those purposes. For
example Campina has 32 Web sites which communicate its products or services, and
supporting those purposes by put severd tools such as FAQ and contact address on its
Web site.

Korper and Ellis (2000) argue that providing that aforementioned tools are beneficial to
identify existing and potential customers need. This identification is important in order to
motivate them to revisit our Web ste. Butler and Peppard (1998) subsequently underline
that in order to motivate company’s existing and potential customers as well as their
business partners, examining their behavior as well as purchasing decision is critical. In
line with that Donaton (1995) definesthat the commercial success of a company’s Web
depends in eement on sufficient information on market demand and consumer needs.

Similarly, Aaker (2001) dso stresses that identifying consumer behavior and purchasing
decison is essential since unmet needs can represent threats to firms that will enable
competitors to disrupt their position in the industry. Table 5.2.2 below depicts amodel to
determine consumer behavior and purchasing decision in the market space.

Table 5.2.2 Model of Consumer Behavior and Purchasing Decision in the Market Space

Consumer
. Behavior and
Consumer issues . Market Space
Purchasing
Decision
Need awareness Problem Recognition | - Databases to know
Problem definition customer better
Problem articulation ‘ - Anticipate
needs/wants
Response to problems
Sources of information Information Search - Advertising in the
Accessibility of information marketplace media
Reliability of information Links form other sites
Quality of information
‘Push’ technologies
Comprehensiveness of Evaluation of - Virtual communities
information Alternatives and user groups
Trust and confidence in endorsements
information Simulation and
Trial and sampling testing opportunities
Negotiation process Choice/Purchase - Ease of ordering and
Transaction process | delivery payment,
security, conditions
After sales support Post-Purchase - Online support
Relationship support Behavior - Relationship building
with consumer, user
groups and virtual
communities

Adapted from Butler and Peppard (1998) p.605
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Implementing ECommerce has offers opportunities for Campina to gain more benefit
from their Web ste presence. The Hermes survey of Web users found that collecting
customer’ s purchase-related information is the most preferred Web activities (Hoffman et
a., 1995). Therefore, dentifying Campina's existing and potential customer’s behavior
and purchasing decison would allow Campina to maintain its Web ste as its initia
purposes which are enhancing Campina’ s profitability.

This research findings aso indicated that Campina maintain its Web site in order to
motivates customers to revidt their Web ste. Bringing back customers to revigt firm's
Web site is mostly depends on the attractiveness of that Web site to their target segment
(Briscoe Smith and Merchant, 2001). Subsequently, Briscoe-Smith and Merchant (2001)
define several variables in designing an attractive Web site, namely:

Easy to read.

Easy to find info.
Timeliness of data
Quality of language.
Easy to navigate.
Explain of site usage.
Personalizable.
High-quality experience.
Fedl at ease.

Fun to use.

Fast.

Security conscious.
Visudly appeding.
Offer free products.

This research study aso does not examine the attractiveness d Campina’'s Web site,
because of data and time limitation. In order to have deeper understanding of this
integration, further research is required that also cover a whole system eements within
Campina's Web dte, for example data of Web dte vigtors are required in order to
examine the attractiveness of Campina s Web site and other related issues.
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5.3 Synergy (S3)

The purpose of this section is to examine the integration of Campina s objectives process,
which represents the synergy analysis between Campina as a virtua organization and as a

physical organization and aso between Campina s and third parties.

Based on interview questions, Table 5.3 below depictsthe research finding of Campina’'s
Synergy (S1) anaysis.

Table 5.3 Research Findings of Synergy (S3)

Synergy (S3) Characteristics Research Findings

= The Front Office Integration = Campina integrates its Web site with its
communication/advertising plan as well as
distribution strategy.

= Campina initially implements E-Commerce
tools since 15 year ago (1988) through
EDI and Videotex, and in 1996 through
Web site.

= The Back Office Integration = Campina provides its Web site with these
following purposes: customer service,
order processing (retailers only) .

= Campina defines the relation between its
Web activities and values system is as an
additional channel tools to communicate
and business transactions.

= Third Parties Integration = In order to promote their Web site,
Campina provide its Web site on Search
engines and Web directories.

= Campina mainly put other links to other
Campina’s sites.

As Campina s Web objectives are for informational and transactiona purposes, Clarke 111
and Flaherty (2002) argues that the Web will deliver informational function by providing
informational technology information, market place resource links, forums and job
postings. Web transactional functions mean provide manufacturers and distributors with a
smple and effective way to sell or buy excess or surplus inventories in order to make a
profitable online exchange with customers.
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Having regards to synergy, Berthon et al., (2002 p.6) defines integration on Web as “the
process of directed synergistic coupling of organizations in such a manner to achieve
significant added value’. This integration can be achieved through operationa
effectiveness, employing just-intime (JT) techniques to supervise flows of materials and
information between the parties involved.

Research findings indicated that the application of Internet application at Campina,
contributed to the reduction of cost, especialy administrative costs. But this research
does not examine the significant of administrative cost reduction compare to overall
Campina's operational costs. In line with that Berthon et a., (2002) subsequently add
that the Web will makes impact on reducing transaction cost and concurrently the size of
firms, reducing barriers to entry and intermediation or the gap between buyers and
sdlers. In brief, integration should deliver added value and reduced costs to the firm.

As Campina s Web objectives are for informational and transactional purposes, Clarke 11
and Flaherty (2002) argues that the Web will deliver informational function by providing
informational technology information, market place resource links, forums and job
postings. Similarly, Web transactional functions mean provide manufacturers and
distributors with a simple and effective way to sell or buy excess or surplusinventoriesin
order to make a profitable online exchange with customers.

Mc Donad and Wilson (1999) highlight some practical examples of Internet application
as an integrated communication tool, namely:

Company can use the Internet as a direct response tool for customers to respond
company’s products offering and promotion campaign.

Company also can use the Internet as a callback facility in order to give feedback to
customer’s response.

The company’s Web site provides a function that can support customer’s buying
decison even if the purchase does not occur via the Web site. For example by
providing customers with phone number on their Web dte that can be use by
customers to ring a company’ s representative in the call-center to place their order.

The integration between one company’s databases to other company’s database, for
example customer order information delivered into one of company’s databases can
be accessed via staff in the call center.

The company’s Web site can also be used to support customer service, for example
by providing frequently ask questions (FAQ) items.

In order to deliver informational as well as transactiona functions, Campina provides its
Web site with customer service, order processing (for retailers only), put Campina’ s Web
ste on Search engines as well as Web directories and put other links to other Campina's
Web site (e.g., www.monanl). According to Korper and Ellis (2000), search engines and
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Web directories are cost effective since they record and list our Web site information.
Therefore, customers or potential customers can search for information from search
engines and Web directories that we locate our site.

To this end, this study does not examine the effectiveness of Campina's Web site
integration due to time and data limitations. But from this case | can conclude that
Campina provides its Web site with various kinds of tools as their efforts to achieve their
Web drategic goal, which is applying Internet applications for informational or
promotional purposes followed by transactional purposes.
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5.4 System ($4)

The purpose of this section is to examine the technological and service issue of
Campina s Web site. Based on interview question, Table 5.4 below depicts the research

findings of Campina s System ($4) analysis.

Table 5.4 Research Findings of System($4)

System (S4) Characteristics Research Findings

= Technology, Technical Requirements [ = Campina maintains its Web site by

and Web Site Administration Web content management system
and managed hosting environment
7 days per week and 24 hours per
day.

= Campina use external hosting for
host their E-Commerce solutions
on their Web site.

= Campina update its Web site
content in order to keep the Site
content attractive and to inform
their customer about their new
product news.

= In order to operate its Web site,
Campina trains their employee
with Web Content Management
course.

= There are several departments
which responsible for the data and
content appearing on Campina’s
web site such as Communication
Department for general
information, Marketing Department
for product news and Human
Resource Department for
vacancies

= In order to provide security for its
Web site, several actions are
taking into account, such as
firewalls, password protection, and
other security systems.

= Transactional procedures that
appear on Campina’s Web site are:
administration and ordering.
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Korper and Ellis (2000) define that Web content management is an element that alow
Companies to manage their Web content, including new products, the design of pages
and additiona categories. Web content management is very citical to the success of Web
stes. Because it will determine the impression of customers to the company’s site.

Recognizing the importance of this factor, Campina maintains its Web ste with Web
content management system and monitor all of functions 7 days per week and 24 hours
per day. For those monitoring as well as updating purposes, Campina gives the
responsbility to department, which get involved into Campina s Web site operations. For
example, communication department will responsible for general information, marketing
department for product news and human resource department for vacancies.

For operational purposes, Campina trained its staff with Web content management
course. Korper and Ellis (2000) argue that since company decides applying Web ste,
they should also ensure its content management capabilities. Generally, content
management involves a central hub server that changes are made. Due to those changes,
an authorized and trained staff is required to modify and approve changes. In addition,
Campina use externa hosting to host their ECommerce solution on their Web site and
firewalls, password protection for security system.

Linking the inventory management and finance system are also important for Campina,
since one of Campina’s Web site tasks is transactional purposes. Prior to that, Campina
has implemented ERP - SAP/R3 and SAP Business warehouse into their systems.
According Korper and Ellis (2000), ERP system as well as EDI systems, third party
software and any proprietary systems are required to integrate the inventory management
and finance systems that can be as an important role for a successful E-Commerce site.

Having regards to this integration, Barua et d., (2000) underlines that system integration
of Web includes Web applications and back-office systems in the organization. They
subsequently argue that system integration is one of factors of key drivers for operational
success. The other factors are, namely:

= Customer orientation of IT, informational and transactiond.

= Supplier orientation of IT, informational (quality, supply continuity and relationship
management) and transactiondl.

» |nternal orientation of IT.

»  Customer-related processes.

= Supplier-related processes.

» Customer E-Business readiness.

»  Supplier EBusiness readiness.

In order to enhance its technical requirements and Web administration, Campina should
be aware of the following factors that determine the effectiveness of system integration
(Baruaet a., 2000), asfollows:

= Variousinterna groups should be easily share data.
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=  Downstream processes and systems automatically reflect order changes.

» Systems can easily transmit, integrate, and process data from suppliers, vendors and
customers.

=  Systems allow continuous monitoring of order status at various stages in the process.

= Employees can eadsly retrieve information from various databases for decison
support.

To this end, this research study does not examine the effectiveness of system related
decison on Campina s Web site because of data and time limitation. Nevertheless, from
research findings indicate that the value of system has enable Campina to organize their
communication as well as transactiona purposes on their Web ste. In order to have
deeper understanding of systemrelated decision, further research is required to examine
other systemrelated within Campina s Web site.

55 Summary

This chepter has looked a the implementation of E-Commerce applications within
Campina BV and examined those implementatiors based on Web Marketing Model
proposed by Constantinides (2002). The research findings indicate that the main purposes
of applying ECommerce within Campina are for informational or promotional tasks
followed by transactional tasks.
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CHAPTERVI

CONCLUSIONSAND RECOMMENDATIONS

The am of this chapter is to draw conclusions and to give recommendations based on

both industria analysis and Web Marketing Mix analysis in respect of Campina BV in
the Netherlands. Therefore, this chapter is divided into three main sections, namely:

1. Conclusions and Recommendations of Industrial Analysis

2. Conclusions and Recommendations of Web Marketing Mix Analysis

3. Summary

6.1 Conclusions and Recommendations of Industrial Analysis

6.1.1 Conclusions

1. As discussed in Chapter 4, there are many forces that determine the condition of
Dutch food industry. Table 6.1 below depicts the overdl analysis of competitive

forces within the Dutch food industry.

Table 6.1.1 Summary of Dutch food industry analysis

Competitive Forces

The Degree of Competitive Forces

Low

Medium

High
4

Rivalry among competitors

Potential entry of new entrants

4

Threat of substitute products or services

Bargaining power of suppliers

Bargaining power of buyers

Overall assessment

Therefore, | conclude that the degree of competitive forces within the Dutch food

industry is fairly high.

2. There are severd factors that should be taking into account that influence the Dutch

food industries, namely:

Changes in European macro economic condition. For example, GATT agreement
in 1995 that reduced the export subsidies and WTO Doha about trade liberaism
made Europe’s decline for dairy traded products in the international market.
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High inflation rate within EU countries drives dhiry firms to operate efficiently
and effectively since the operationa costs are higher as well as labour cost and
other cogts.

Recent trends in dairy products such as product differentiation have allowed firms
to adapt quickly in order to maintain their competitive advantage.

Changes in consumer life-styles and behaviors offer opportunities to dairy firms
aswell aschallenges that should be takeninto account.

A consolidated market in dairy industry as well as the retail industry has forced
both retailers and manufacturers to establish a mutual partnership.

Rapid changes in technology such as E-=Commerce have allowed firms to conduct
E-Business in order to foster their business operations.

6.1.2 Recommendations

Having regards to the above conclusions, my recommendations are, as follows:

1. Since there are many changes and higher complexity within dairy food industry as
well as in consumer behavior, | recommend that dairy firms to put more concern on
research and devel opment areas.

2. In line with consolidated market within the EU region for dairy food products, |
recommend that dairy firms to examine other markets worldwide that can offer them

opportunities to expand their business operations.

3. In aconsolidated industry, severa strategic moves can be considered (Thompson and
Strickland, 2001), namely:

» Reducing margina products and models by placing more attention either on items
whose margins are highest or items that company has a competitive advantage.

» Enhancing vaue chain efficiency by streamlining various value chain activities
through ECommerce and implementing cost-saving innovations.

= More focus on cost reduction.
» Enhancing sdes to existing customers by providing them complimentary items

and additional services as well as discovering more ways for customers to use the
product.
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» Purchasing rival firms at bargain prices by acquiring facilities and assets of
struggling rival firms in order to expand market coverage as well as opportunities
for greater economies of scale.

» Expanding internationally in order to secure an attractive growth and potential
new markets.

= Building new or more flexibility capabilities in order to make core competencies
more adaptable to changing customer needs and expectations.

4. With an emerging technology such as E-Commerce that offers new business
opportunities, | therefore recommend that dairy firms explore those opportunities and
deploy appropriate ECommerce applications that can enhance and strengthen their
position in the market place.

6.2 Conclusons and Recommendations of Web Marketing Mix Analysis

6.2.1 Conclusions

Research findings indicated that Campina mainly used its Web ste for informationa
or promotional purposes followed by transactional purposes.

The 4S Web Marketing Mix Model which proposed by Gongtantinides (2002) has

offers potentially deeper frameworks of thinking in order to understand the

application of ECommerce on the Web marketing mix. This is applicable not just for

the Dutch food industry but also for other industries in terms of how to measure the

under noted points.

» Anayss of Scope (S1) offers opportunities to explore how effective is the
objective of aparticular company in applying E-Commerce.

» Andyds Site (S2) offers opportunities to explore the attractiveness of a
company’s Web site.

» Andyss of Synergy (S3) offers opportunities to examine the synergy of
E-Commerce application in a company.

» Andyss of Sysem ($4) offers opportunities to andyze how effective is
the E- Commerce system within a company.

6.2.2 Recommendations

Since the research findings indicated that Campina mainly used its Web dte for
informational or promotional purposes followed by transactional purposes, |
recommend that Campina explores more new development in E-Commerce
applications with the objective of attracting new customers and retaining existing
customers.
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Investment in E-Business technologies should have impacts on firm's business
operations. These impacts can experience by a firm’s customers, suppliers as well as
business partners. Future research is required in order to examine the impacts of
E-Business technol ogies on company’ s business operations.

6.3 Summary

This chapter has concluded and gave recommendations about the situation in the Dutch
food industry followed by the implementation of E-Commerce applications within
Campina BV and examined those implementations based on Web Marketing Model
proposed by Constantinides (2002). The research findings indicate that within Dutch
agricultura economy the industry of Dairy food has been consolidated. The main

purposes of applying ECommerce within Campina are for informational or promotional
tasks followed by transactional tasks.

The recommendation suggests severa strategic actions which applicable in the
consolidated market and further study are required in order to measure the impacts of
E-Commerce applications within particular company.

This research project can not measure the impacts of ECommerce applications through
regresson analysis which aforementioned on Chapter one, due to time and data
limitations.
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INTERVIEW QUESTIONS

The purpose of these interview questions is to gather information from your company about the
application of e-commerce on web marketing within Campina BV.

These interview questions consist of 2 (two) parts, namely General Questions and The 4S Web
Marketing Mix Questions.

PART |

General Questions

When did Campina introduce e-commerce tools into its organization?

What business functions do Campina’'s e-commerce tools currently support?
(For example: email, banking, information gathering/research, purchasing, selling, other reasons).

What was the first e-commerce application that Campina employed within its organisation?
(For example: Informational purposes, marketing purposes, other reasons).

0 What were the reason(s) for Campina making that decision?

o Where did Campina obtain the advice, assistance or staff to implement that application?

0 What were the main obstacles for Campina to overcome?
(For example: technical problem, or other reasons).
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o How did Campina overcome those obstacles?

What other e-commerce tools have Campina applied since then?

o How have the Information Technology and Marketing Departments received them?

Before Campina adopted any e-commerce tools:

o What proportion of Campina’s suppliers/customers was local, regional, and/or international?
(For example: 20% International, 30% Regional, 50% Local)

o What proportion of the value of Campina’s purchases/sales was local, regionall and/or
international?
(For example: 20% International, 30% Regional, 50% Local)

After Campina adopted e-commerce tools:

0 What is the geographical spread of Campina’'s customers/suppliers, in terms of being local,
regional and/or international?
(For example: 20% International, 30% Regional, 50% Local)

o0 What proportion of the current value of Campina's purchases/sales is local, regional, and/or
international?
(For example: 20% International, 30% Regional, 50% Local)
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Has the adoption of e-commerce had an impact on your business, in terms of:
o Costs?

UYes UNo [Please circle your answer]

Please explain Further

0 Benefits?
OYes [ONo [Please circle your answer]

Please explain further

o Other?

PART 11

[This part consists of two sections. The first section deals with an exploratory analysis and the second section
deals with regression analysis. The first section refers to the "4S' Web Marketing Mix Model, as set out by
Constantinides (2002), and comprises four elements, namely S1= Scope; 2 = Ste; S3= Synergy and 4 =
System].

A. Exploratory Analysis

1) Scope (S1)

What are the on-line strategic objectives of Campina?
(For example: enhancing profitability, improving the company image, or other reasons).

How do you identify Campina’s existing and future customers?
(For example: buying motives, cultural background, life-style, geographical, or other reasons).

Yanto Togi Ferdinand Marpaung
1358758



Ahn Exploratory investigation into the application of E-Commerce on the Web marketing mix within
the

Dutch food industry :: Case study analysis Campina BV
MARPAUNG, Yanto Togi Ferdinand,
UNIVERSITAS Universitas Gadjah Mada, 2003 | Diunduh dari http://etd.repository.ugm.ac.id/
briNaksiy Of'Gfdfingen
Faculty of Management and Organization
MSc International Business Program

How many competitors were known to Campina before Campina adopted e-commerce applications?

How many competitors were known to Campina after Campina adopted e-commerce applications?

What has been Campina’s response to that?

Has Campina used the worldwide web to research the actions, product offerings, and prices of
Campina’s competitors?

OYes [ONo [Please circle your answer]

How does Campina manage its web operations?
(For example: in house, outsourcing or other reasons)

How would you describe Campina’s on-line activities?

(For example: informational, educational, service oriented, promotional, relational, transactional, or
other reasons).

2) Site (S2)
Has Campina used its web site to communicate or promote its products or services?
OYes [ONo [Please circle your answer]

Please explain further
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Has Campina used the worldwide web to provide general information about Campina either to
Campina’s customers or stakeholders?

[OYes [No [Please circle your answer]

Please explain further

What functions do you provide on Campina’s web site?
(For example: customer service, helpdesk functionality, market data, direct sales, on-line payments
and on-line communication).

Is it easy to find Campina’'s web site on the Internet?
OYes [ONo [Please circle your answer]

Please explain further

What are the technical considerations in building Campina’'s web site?
(For example: average users skill, bandwidth, or other factors?)

What do you think would motivate your customers to revisit Campina’s web site?
(For example: easy to find, user friendly, or other reasons).

3) Synergy (S3)

Do you think that Campina's web site is already integrated with Campina’'s
communication/advertising plan and distribution strategy?

[OYes [ONo [Please circle your answer]
Does the Campina’'s web site inform its customers about Campina’s future web activities?

O0Yes [ONo [Please circle your answer]
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What do you think are the impacts of Campina’s mail order and telephone sales in respect of its
web-site application?

[(OSmaller  OGreater [ONo impact [Please circle your answer]
Does the Campina’'s website support any of the following:

o Customer service?
OYes [ONo [Please circle your answer]

o Order processing?
OYes [ONo [Please circle your answer]

0 Logistic purposes?
OYes [ONo [Please circle your answer]

Do you think any or all three of the above mentioned will result in:

o Cost advantages?
OYes [ONo [Please circle your answer]

Please explain further

o Improved decision-making?
Yes [ONo

Please explain further

0 More efficient information management?
UYes [No

Please explain further

How do you define Campina’s total web activities and their value to Campina?
(For example: on-line ordering will allow cost reduction and higher efficiency)
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Is it easy for Campina’'s customers to find Campina’'s website on search engines and web

directories?
UYes UNo [Please circle your answer]

Does the Campina’s web site have banners, buttons or links to other web-site or affiliate
networks?
OYes [ONo [Please circle your answer]

Please explain further

4) System (S4)

How does Campina maintain its web site?
(For example: availability of technical and service for 24 hours per day and 7 days per week).

What kind of web server or hosting and Internet provider does Campina use?
(For example: external hosting, internal hosting)

What kind of data or other information does Campina use on its web site:

0 A datawith presentation quality?
OYes [ONo [Please circle your answer]

0 User friendliness?
OYes [No [Please circle your answer]

o Easy navigation?
OYes [No [Please circle your answer]

o High-speed access?
OYes [INo [Please circle your answer]

How does Campina manage its web site content?
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Why do you update Campina’'s web site content?
(For example: in response to customer needs, market changes, or other reasons).

What training courses/packages has your staff undertaken in order to operate Campina’s web site
more effectively and efficiently?

Which department is responsible for the data and content appearing on Campina’'s web site?
(For example: Information Technology Department, Marketing Department).

What precautions do you take in order to provide security on Campina’'s website?

What kind of transactional procedures appear on the Campina’s web site?
(For example: administration, choice of transactions or payment, or other reasons).

Does the Campina web-site deal with the following aspects?

o Collecting the data on product orders or others?
OYes [No [Please circle your answer]

0 Processing and disseminating web site traffic?
OYes [No [Please circle your answer]

Do you provide a system back-up for data that you receive and/r provide a system back-up on
Campina’s web site?

OYes [ONo [Please circle your answer]

How do you overcome the technical or system failures on the Campina’s web-site?
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B. Regression Analysis

Could you please provide me with the following data ? The purpose of this data collection is to
perform regression analysis.

o Time series data based on either annual profit or annual revenue before and after e-commerce
applications?

o0 The number of Campina web -site visitors based on a year by year basis.
o Campina’s initial investment cost to build Campina’s web -site.

o The number of customer’'s complaints arising from Campina's web site based on a year by year
basis

o The number of banners, buttons, and links created on Campina’s website.

o The number of staff or personnel who manage Campina’s web site on a year by year basis.

Thank you for your participation in this research project.
I you have any queries, please do not hesitate to contact me:

Yanto Togi Ferdinand Marpaung
MSc Student in International Business Program
University of Groningen (RuG)
Groningen, The Netherlands

Home Address: Lamsoor 4, 9738 AL Groningen, The Netherlands
Mobile phone: 0648 -450 -549
Fax: + 31-50 - 363 - 2341 (MSc International Business Office)
Email address: Y.T.Ferdinand.Marpaung@student.rug.nl
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