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Summary

N.at is a full-line mail-order and e-commerce company based in Graz, Austria. The
company experiences saturation in the home market AT and expects further
growth by expanding the online shopping club to CZ. The company aims to enter
the market by the end of 2017, reaching a market share of 10% (5,54 Million Euro)
in 2019. The break down of borders, increase of competition and customer
empowerment forces SME companies with internationalisation ambitions to
particularly evaluate e-market specifics: customer behaviour within the Age of You,
established quasi standards, initial investments to meet standards and long-term

investment to remain competitive.

CZ is the most well developed e-commerce market in CEE and does not obtain
any e-business specific barriers or limitations. Due to market size, country specific
substitutes and competitive situation CZ is promising, but also challenging. Thus
entrants shall evaluate current competitiveness in order to detect insufficiencies.
Experts rated shop-attraction and selling-proposition (USP definition, branding and
positioning), as well as social targeting and societing as the most important
success factors for online shopping clubs. Within the internal analysis of
neckermann.at sever insufficiencies in these success factors have been detected.
Thus the company shall revise the social media strategy, community orientation,

USP definition, positioning and branding before internationalising.

The market entry mode for n.at shall be direct export, as the company requests to
obtain high power level, low investment intensity and easy withdrawal possibilities.
After establishing competitive USPs the company shall obtain the cost leadership
strategy with added value along the process chain, to decrease transactional costs
for customers and define differentiation potential to competitors. Due to
centralisation concerns of the company, the distributional setup shall be built along
the warehouse in Graz, which handles orders and returns, delivered to CZ with
logistic partners. In communication the company shall stick to three channels max:
SEA/SEO, Facebook and newsletter. The investment shall be spread onto the
channels according to the sequence the company is in. Finally Slovenia, Poland

and Slovakia could be additional markets to enter if CZ was successful.



Zusammenfassung

N.at ist ein Universalversender mit Onlineprasenz in Graz, Osterreich. Das
Unternehmen erféahrt derzeit eine Sattigung in AT und verspricht sich weiteres
Wachstum, durch internationale Expansion. Das Unternehmen hat sich zum Ziel
gesetzt bis Ende 2017 in CZ mit dem Online Shopping Club einzutreten und in
2019 einen Marktanteil von 10% (5,54 Millionen Euro) zu erreichen. Der Wegfall
von geografischen Grenzen, wachsender Wettbewerb und die Emanzipation des
Konsumenten zwingt Unternehmen mit Internationalisierungsambitionen E-Markt
Spezifika genauestens zu analysieren: Konsumentenverhalten im Age of You,
etablierte Quasi Standards, Erstinvestition um Marktstandards zu erreichen,

Langzeitinvestitionen um wettbewerbsféahig zu bleiben.

CZ ist der vielversprechendste E-Commerce Markt in CEE und halt keine
spezifischen Barrieren oder Limitierungen vor. Dennoch ist der Markt durch eine
hohe Anzahl von landerspezifischen  Substituten, MarktgroBe  und
Wettbewerbssituation herausfordernd. Daher sollte das Unternehmen die
Wettbewerbsfahigkeit ~ des Konzeptes vor dem Markteintritt genauestens
analysieren. Experten haben besonders die Erfolgsfaktoren USP, Branding und
Positionierung, als auch Social Targeting und Societing fur Online Shopping Clubs
hervorgehoben. In der internen Analyse konnte festgestellt werden, dass n.at
exakt in diesen Bereich massive Unzulanglichkeiten aufweist, welche vor dem

Markteintritt beseitigt werden muissen.

Da sich n.at groRe Entscheidungskraft, geringe Investmentintensitat und einfache
Rucktrittsmoglichkeiten winscht, wurde der direkte Export als Eintrittsmodus
ausgewahlt. In der Positionierung soll sich das Unternehmen auf
Kostenfuhrerschaft konzentrieren und fir Kunden zusatzliche Anreize durch
verminderte Transaktionskosten schaffen. Die Distributionsstrategie orientiert sich
am Lager in Graz, welches Auftrage und Retouren zentral verarbeitet und mit Hilfe
von Logistikpartnern nach CZ transportiert. Es wird n.at empfohlen maximal drei
Kommunikationskanale anzusprechen, diese sind: SEA/SEO, Facebook und
Newsletter. Abschlielend kann n.at bei Erfolg des Marktes CZ die L&ander

Slowenien, Polen und Slowakei fur weitere Expansion in Betracht ziehen.
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1 Introduction

1.1 Neckermann.at GmbH

The following chapter aims to describe the history of neckermann.at GmbH
(further referred to as n.at), the strategic focus of the company, its distribution
channels, the assortment and a brief outlook on future perspectives, plans and

motivation for internationalisation.

1.1.1 General company information

N.at is a B2C online retailer for textiles, household and sanitary goods, electronics
and home textiles based in Graz, Austria. The history of n.at reaches back to
1887, when the company was part of the AT department store chain Kastner &
Ohler. In 1994 Kastner & Ohler decided to split the mail order business from the
stationary retail and sold the business unit to the DE mail-order company
Neckermann.de. The new owner invested heavily into logistic infrastructure, new
media and technology and launched the n.at online shop in 1997. The
Neckermann Group started business in CEE in 1997, sent first catalogues to
customers in Slovenia, which was the starting point for broad activities in CEE
markets. Due to geographical proximity the AT entity became the strategic and
operational leader of the CEE subsidiaries and built up market knowledge until
2010 (cf. Fiedler 30.08.2016).

By 2010 the Neckermann Group was present in Slovenia, Croatia, Slovakia,
Czech Republic, Ukraine and prepared the market entries for Hungary and
Poland. In December 2010 the shareholder of the Neckermann Group, Sun
Capital Partners Inc., decided to approve no further capital investments for the
CEE entities and commanded the withdrawal by mid of 2011. The entities were
orderly closed by the end of 2011; trademark rights and customer databases
stayed with the Austrian headquarter. In 2012 declining business, failed
restructuring processes and persistent burn rates forced the shareholders to cease
liquidity supply to the parent company Neckermann.de, which caused the
immediate opening of an insolvency process. Due to close bounds of subsidiaries
in terms of liquidity, flow of goods, marketing and technology, also the profitable

Austrian entity had to register insolvency in July 2012 (cf. Fiedler 30.08.2016).



In December 2012 n.at was sold to the German Top Ager AG and restructured
extensively until the end of 2014 (cf. Fiedler 30.08.2016). Nowadays n.at serves
customers at any age and gender with a wide and deep assortment with special
focus on textiles, household and sanitary goods, electronics and home textiles and
positions itself as a full-line mail-order and e-commerce retailer. The major
distribution channels are the online shop (www.neckermann.at), which also holds
a marketplace for external distribution partners to sell products under the n.at
brand, flanked by various print catalogues and a stationary outlet store in Graz (cf.
Fiedler 30.08.2016).

112 The private 8§éxdusiwi ng cl ub

In January 2015 n.at launched the private online shopping club fiNexclusivo on
www.neckermann.at. This additional distribution concept allows n.at to attract a
specific community with highly discounted brand products, without damaging the
brands image, price policies or distribution channels. The assortment majorly limits
on textiles, accessories, shoes, home textiles, few technical products and home
accessories. The private concept of the shopping club differs from common online
shops in the point of customer generation. The customer has to register with a
password if he or she is directly invited by the company or can be invited by
another already existing user; no other access possibilities are available. The
concept also allows n.at to establish a customer based pricing model, which refers
to the c u s t o ruenovérsand community activity such as repurchase rate and
engagement of other potential customers with the shopping club. Thus two
customers can have different prices for the same product, due to their individual
calculated discount level (cf. Fiedler 30.08.2016).

1.1.3 Motives and objectives for internationalisation

The limitations of the home market and the search for economies of scale forced
n.at to reconsider business in foreign markets. Due to geographic proximity,
existing structures, trademarks rights and a primarily executed market selection
analysis the managing board decided to enter neighbouring states to Austria first.
The promising development of the private shopping club concept and the low
fulfilment complexity of the offered assortment settle the base to enter foreign
markets with a successful, low risky and less investment intensive concept (cf.
Fiedler 30.08.2016).



1.2 Initial Situation

Throughout the last 10 years B2C online buying has grown exponentially. Since
2012 the B2C e-commerce turnover in EU grew from 276.82 billion Euros to
418.05 billion Euros. The money Europeans spend on online shopping is projected
to increase by another 27% in the next 3 years. CZ is expected to record a growth
of 15% (cf. Statista 2016b). Renowned experts and future researcher like the
Berstelsmann Stiftung or Ernst & Young do even speak of the rise of t h ®igitél
Ageo, whi c h dceeaes furtheo technologlcgl developments, it rather
forms society, markets and its dynamics, buying behaviour and the everyday life of

every human being (cf. Ernst & Young 2016 p. 7, cf. Heuer 2016, p. 9).

Within the Digital Age new business models and trading forms arise. According to
AT Kearney especially private online shopping clubs or platforms have promising
growth opportunities. Big players like Amazon Buy VIP, Brands4Friends, Limango
or Zalando Lounge increased their turnover in DE between 2011 and 2015 by
150%, further growth until 2020 is expected by another 135% (cf. AT Kearney
2016). The concept of offering limited, highly reduced brand products to a closed
community hits the spirit of the Digital Age. Shopping clubs especially attract
spontaneous, trend- and brand-oriented online user, who appreciates the

opportunity to buy well-known brand products at excellent prices (cf. Rosch 2013).

N.at identified the trend and business model of online shopping clubs as an
essential growth opportunity to enter foreign markets. Backed with a history of
nearly 30 years in the AT market, broad e-commerce knowledge and a customer
base that covers 78% of all AT households, n.at plans to enter the CZ market in
2017 with the private online shopping club i Ne x ¢ | Tlhes n.a¥ @nline shopping
club approaches a strictly limited target group with highly discounted brand
products. The target group limitation allows n.at to source directly from brands
without damaging the brands image, price policies or distribution channels. The
assortment focuses on brand products in textile, accessories, shoes, home textile,
electronics and household goods in a low to medium price range. The closed
approach enables n.at to serve customers at different price levels, based on
repurchase rates and average turnover within a certain period of time (cf. Fiedler
30.08.2016).



Additionally closed, limited offers and selling campaigns are launched for specific
customer groups. It has to be stated, that the concept clearly distinguishes from
high-end brand shopping clubs like Best Secret, who mainly attract prestige
oriented customer groups. N.at aims to attract primarily price-oriented customers,

brands only play a subordinate role for the target group (cf. Fiedler 30.08.2016).

1.3 Challenges

The success of n.at in the AT market is sustainable and constant since three
decades of busi ness. The companyds ducces:s
experience in B2C catalogue and online selling, huge databases, detailed
customer information and market expertise built up within the years of existence.
N.at has already been active in the Eastern European markets from 1997 to 2010
and had to withdrawal business in the markets Slovenia, Croatia, Slovakia, Czech
Republic and Ukraine by the command of the major shareholder Sun Capital
Partner Inc. in December 2010. The decision of rearranging the international
approach led to a loss of subsidiaries, employees and know-how about
characteristics and customer approaches in CEE markets. Only trademark rights,

domains and small customer databases were secured (cf. Fiedler 30.08.2016).

In 2012 n.at, was sold to Top Agers AG who repositioned the company as a full-
line mail-order and online retailer with special focus on textiles, household goods,
sanitary goods and home textiles on the AT market. To exceed saturation and
increasing competition in the AT market, realizing further economies of scale
effects and outplaying competitors, n.at is now refocusing on international
business expansion to CEE countries. Due to existing partnerships and remaining
structures n.at decided to enter the CZ market first. A strategic sustainable market
entry requests detailed experience on the target market specifics, a revision of
diverse entry modes and a sound selection of the most appropriate. Unfortunately
n.at is not able to provide experience and knowledge from existing structures and
employees to develop a sustainable entry plan. The result of the thesis should
provide a basis for planning and executing the market entry in the CZ market in
2017 (cf. Fiedler 30.08.2016).



1.4 Objectives

1.4.1 Company Objectives

The primary objective of the n.at GmbH is to enter the CZ market with the online

shoppi ndNexdusiwob biy t he e nAdditioodlly nza dlsd defined

various sub objectives to secure the sustainable success of the entered market:

1. To reach an absolute market share of 10% (5,54 Million Euro turnover in 2019
per year, total market volume of online shopping club sector in 2019 55,4
Million Euro) in the CZ private online shopping club sector by end of 2019.

To reach the break-even isolated 1.5 years after the market entry.

3. To reach the break-even cumulated 2.5 years after the market entry.

1.4.2 Thesis Objectives
The main objective of this thesis is to develop a market entry concept for n.at to
enter the CZ market by end of 2017 withtheon!|l i ne shoppina@lncl ub

order to achieve this objective the following steps have to be accomplished:

A Carry out an essential analysis on the CZ e-commerce market, with special
focus on private online shopping clubs to identify potential target groups and
competitors

A Provide an international market entry concept with a detailed action plan for
n.at GmbH which includes

the identification of attractive market segments and target groups

the selection of an appropriate market entry mode

the identification of possible barriers, risk or limitations

the formulation of a recommended market entry strategy

a cost estimation and targets per measure

©O O O o o o

recommendations for planning marketing activities in CZ

1.4.3 Non-Objectives

The company has executed the market selection process and the final decision to
enter die CZ market beforehand. The explanation of these two steps is beyond the
scope and thereof not addressed in the master thesis. Furthermore it is not an
objective to implement the recommended concept for n.at and to establish a

sustainable controlling concept.



2 Frame of reference

Company Profile

Initial Situation
Neckermann.at GmbH is one of the top five Austrian online retailers
To exceed market saturation and to exploit strategically growth international
expansion is planned

Challenge
Restructuring of former CEE departments led to a loss of knowledge
Partnerships and small structures still exist in CZ
Numerous international competition with broad experience

Introduction

Objectives
Company: Market entry in CZ by the end of 2017wi t h onl i ne shoppi
absolute market share of 10% by end of 2019
Master Thesis: Development of a market entry concept for n.at to enter the CZ market
bytheend of 2017, wi t h private online shopping c

Internationalisation of e-businesses International market entry of
e-businesses
Definition of e-businesses and
internationalisation, business models in Entry specifics and entry barriers for
e-business, the impact of the Internet on electronic markets, defining a systematic
retail, drivers for the internationalisation market entry approach, the process
of e-commerce, factors to consider in the g phases of market entry concepts
internationalisation of e-commerce,
barriers and limitations of international e-
commerce

Market entry strategies for e-businesses

Situation analysis, segmentation, targeting, positioning, definition of strategic and
operative objectives in the target market, evaluating the market entry mode, decision on
country specific timing and scheduling

Theoretical Part

E-marketing mix design

Key challenges of e-marketing in the digital age, e-distribution, e-communication
Graphical resume of the theoretical section

Secondary research Primary research

Analysis of general market conditions in | Qualitative approach
the CZ, Internal analysis, conclusion of 15 expert interviews
the internal and external analysis overview and interpretation

Market entry concept for neckermann.at GmbH

Market entry strategies for n.at,

e-marketing mix design for n.at
action plan and cost calculation

Practical Part

. al
Recommendations ™

Final conclusion

Figure 1: Frame of reference (own presentation)




3 Internationalisation of e-businesses

The first chapter of the theoretical section provides a conceptual explanation of the
topics e-business and internationalisation by taking various authors and definitions
into account. The subchapter 3.2 states business models an e-business can
pursue to break down the big picture on e-commerce. Subsequently influences of
the Internet as well as relevant trends, which change market forces, are discussed
(chapter 3.3). Taking these findings into account conclusions can be drawn on
specifics for digital internationalisation (chapter 3.4 and 3.5) and barriers that have

to be conquered in e-markets (chapter 3.6).

3.1 Definition of e-businesses and internationalisation

The term internationalisation, also described as transnational activity, is used to
name repetitive foreign operations and can be clearly distinguished from
globalisation (cf. Wiesner 2004, p. 11). The most important difference between the
terms is the singular planning and execution of mostly country or cultural adapted
steps in internationalisation, whereas the primary concern of globalisation is the
realisation of economies of scale by equal treatment of different countries and
literally break down of borders (cf. Worthington/Britton 2009, p. 39).

While the definition of internalisation is generally valid and almost congruent in
different literature, terms and definitions used to describe e-business vary
extensively, hardly any common consent can be identified. Authors like Laudon
and Traver use e-business as a general description for the digital enabling of non-
revenue generating transactions and processes with internal and external
participating parties, whereas e-commerce by definition covers revenue generating
commercial transactions only (cf. Laudon/Traver 2013 p. 51). Other authors define
el business as the general term of internal and external electronic based activities,
covering both revenue generating and non-revenue generating actions. In this
view the term e-business is engaging diverse business models, e-commerce is a
part of it (Kollmann/Diller/Kdhler 2013, p. 45). Within this thesis the second

approach to define the terms e-business and e-commerce is considered.



3.2 Business models in e-business

E-Content

The business model e-content refers to the commercialisation of content on a
company platform within a specific network. The primary aim of this business
model is to create user relevant, visual attractive and online accessible content,
which may be informing, entertaining or educating. Revenue is generated directly
by selling produced content to the user, indirectly through integrated page
advertising or a mixture of both (cf. Heinemann 2009, p. 27).

E-Context

E-context focuses on reduction of complexity and supply of already existing
information, the company itself does not necessarily create any content. Value is
generated through searching, cataloguing and presenting existing information to a
received user request, also known as information retrieval system (examples:
Google, Yahoo or Bing). Revenue can be generated directly through
commercialization of gained data through conducted searches or indirectly by
influencing presented search results to increase the commercial benefit of

companies (cf. Bachle/Lehmann 2010, p. 14).

E-Connection

E-connection enables interaction of different parties in virtual networks for
technological, communication or commercial purposes. The business model is
divided into the subcategories intra-connection, which offers commercial or
communication services within the Internet (examples: Facebook, Xing or Skype)
and inter-connection, which provides access to the Internet itself (examples: t-
mobile, Drei or Simyo) (cf. Kollmann 2013, p.135-138).

E-Commerce

The business model e-commerce definest h e fomlieedrddé. The major aim is
to complement or even to substitute traditional transaction processes through use
of digital media. An e-commerce company provides value to customers by offering
own or bought-in products or services (cf. Wirtz 2016, p. 298). Revenues are
generated directly through selling offered goods, thus transaction driven or indirect

through advertising or advertising subsidies (cf. Bachle/Lehmann 2010, p. 85).



3.3 The impact of the Internet on retail

The developments within the modern information and communication technology,
enhanced by the Internet, caused substantial macro- and microeconomic changes
(cf. Bachle/Lehmann 2010, p. 105-106). Statistics show that nearly 75% of the
European population uses the Internet, 43% are committed e-shoppers, further
growth is expected (cf. Pech, 2016). The on-going digitalisation of economy and
society (chapter 3.3.1), the severe shift to e-commerce, extended technological
possibilities (chapter 3.3.2) and fundamental changes in customer behaviour form
the trading landscape, open possibilities to market participants but also increases

pressure on both online and offline companies (cf. Becker/Knop 2015, p. 90).

3.3.1 Prognosis and trends on retail and digitalisation

The term digitalisation describes the electrification of information. In 2002 for the
first time more digital than analogue contents were secured, this is seen as the
rise of the A Di g igaaarhe altnost complete digitalisation of existing worldwide
information was accomplished until 2010 (cf. Becker/Knopp 2015, p. 2). Various

authors speak of four evolutionary steps forming the Digital Age (cf. Lemke 2014,
p.19).

Burst of Dotcom Nearly half of the world Change of values and

Bubble population is online. standards within society
Mobile devices are and community of states
dominant for Internet

1. 2. 3. 4.

EVOLUTIONARY STAGE EVOLUTIONARY STAGE EVOLUTIONARY STAGE EVOLUTIONARY STAGE
Formation and Spread Daily Usage and General General Maturation and Total Merge of Digital and

Acceptance Internet of Things Analogue world

1990-2000 2000- app. 2015 2015- app. 2030 2015- app. 2030

Figure 2: Evolutionary stages of the digital age (based on Lemke 2014, p. 19)

With the year 2015 the world reached the third evolutionary stage and heads to
the fourth, which is estimated to arise in 2030. Interconnecting computers defined
the first evolutionary stage; in the second stage general acceptance for new
technologies and daily usage was reached. The third stage the current status, is
seen as the maturity phase and the predominance of the Internet of things. The
fourth stage marks the total fusion of real and digital worlds (cf. Lemke 2014,
p.19-20).



Digitalisation and interconnection are worldwide integral components of daily life,
hardware and software robotic is general accepted and available, as well as
interconnection of everyday objects (cf. Lemke 2014, p.19-20). Numerous future
research institutions like Zukunftsinstitut, Ernst & Young or Z_punkt prognosticate
distinctive trends for the third and fourth evolutionary stage. The change of
business and revenue models through digital transformation revolutionise the
way c U st o raeces® [oducts or services. Companies are obligated to adapt
their concept of pricing and delivery strategies which requests adapted

organizational structures (cf. Ernst & Young 2015, p. 8).

By now mobile channels outplace classic, stationary devices. 56% of the EU
population is accessing the Internet through mobile devices (cf. Statista 2016c),
wherefore users are expecting and demanding mobile compatibility or
responsiveness of content, functions or applications (cf. Keller/Klein/Tuschl 2016,
p. 115-116). The proliferation of information offers unprecedented opportunities
to understand costumers needs, preferences, behaviour and facilitates tailor made
segmentation and targeting approaches, as long as the company is capable of
collecting, storing and interpreting data, generated through multiple channels (cf.
Ernst & Young 2015, p. 11-13).

The digital disruption changed market context and entire industry landscapes (cf.
Ernst & Young 2015, p. 11-13). New possibilities are unlocked for innovative
companies and business ideas, starting business got much easier. Ismail et. al
see a reflection of this trend in the fortune 500 list: 8 9 % o f tlisted
companies were not listed in 1955; in the next 10 years 40% will again disappear
(cf. Ismail/Malone/Van Geest 2014, p. 4). As data breaches grow in size and
frequency, safeguarding data, intellectual property, and personal information
becomes harder. Cyber crime will grow within the next years and force
companies to face increasing security necessities (cf. Ernst & Young 2015, p. 11-
13). The level of online crime, governmental specific regulations and preventions
can differ from country to country and are thus a crucial aspect to consider when

internationalising business (cf. Kotabe/Helsen 2014, p. 603).
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3.3.2 Selected impact of technology on commerce
Beside future trends existing technological characteristics of e-commerce

influence both online and offline business environment:

Social
Technologies

Universal TeChn0|0g|Ca| Information

Standards density

Influence

Persona-
lisation/

Custom-
isaction

Reach/
Richness

Figure 3: Technological influence factors on commerce (own presentation)

The Internet sets geographical and temporal limitations aside; customers are able

to access information, products or services at any time and any place ( Ubiquityo ) .

With geographical irrelevance all market participants can enter different markets
without great i nveGltoealt )iTaisleadsiorcompdtiiome ( A
on a global scale. A high level of standardisation minimizes investments for
entering multiple markets, country specific deviations, as common in other sectors,

are almost not necessary ( Universal Standardso )cf. Laudon/Traver 2013, p.

353).

The easy access and global reach of the Internet make a wide range of
information available, to compare products or services and decrease transactional
costs for customers to a minimum, contrary to classic trade forms. As a
consequence bargaining power is shifting more and more to the better informed
customer in the digitalised world ( Iiformation Densityo-)see also chapter 3.5.1
(cf. Duerkop 2015, p 329-331).
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With the naturally given global scope of the Internet marketing activities in e-
commerce can potentially reach more customers than classical trade forms
( Reacho.) Broad data availability allows companies to analyse customer
behaviour in detail and to provide fully automated, tailor-made, rich marketing
messages ( Richnesso )(cf. Chaffey 2014, p. 29-30) as well as customized
products and services, even customer specific pricing models are achievable
( Fersonalization/Customizationo {cf. Holland 2014, p. 22-23).

As a two-way communication channel the Internet empowers customers to interact
(Al nt er a withipwducty, Gérvices and companies, providing essential
information regarding market approach and assisting in virtual selling procedures
even for high complex products, such as real estate, high-tech products or
jewellery rarities. This interaction shifts programming and editorial decisions to the
customer, who becomes a co-creator and a co-marketer. The customer transforms
from being an information receiver to an information provider by creating and
sharing content to inform and support other clients, often through social networks
( Social Technologieso {cf. Duerkop 2015, p 329-331).

3.3.3 Changed market dynamics in the digital age

Resulting from the previous stated technological influence of the Internet on
commerce, the strategic environment in which e-businesses manoeuvre deviate
from classic trade forms. Wirtz defined the four-forces-model of e-commerce
market dynamics, which declares the challenges of e-commerce companies in

comparison to classic trade forms (cf. Wirtz 2016, p. 165).

Ol Increase of Competition

02 Customer Empowerment Virtualisation 04

Figure 4: Four-forces-model of e-commerce (own presentation)
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Increase of competition

With global reach and information density the asymmetry of information is
developing in favour of customers and increasing market transparency. Although
comparability is higher, customers concentrate in decision making on the most
relevant or most easy to access content, strongly influenced by search engines or
social networks (cf. Stallmann/Wegner 2015, p. 28-29). Low market entry barriers,
such as low investment intensity or the disintermediation of trade levels,
encourage competitors to enter e-markets (cf. Papazoglou/Ribbers 2006, p. 198-
200). In addition the Digital Age brings numerous new business models alive,
substitutes like shopping clubs or online marketplaces additionally intensify
competition (cf. van Alstyne/Parker/Choudary 2016, p. 28).

Customer Empowerment

High market transparency helps customers to improve decision quality and shifts
market power from companies to customers. The customer empowerment can
primarily be referred to coordination and cooperation of demand potential to
realise advantages in the market (cf. Strau? 2013, p. 35-37). Virtual, social
communities as Facebook, Geizhals or Idealo provide platforms for customers to
exchange and interact with other market participants. As a consequence of the
high information level and decreased psychological change barriers, customers
tend to switch suppliers in e-commerce more often than in classic trade forms (cf.
Straufl? 2013, p. 35-37).

Complexity

The individualisation of market participants down to specific consume preferences
play a predominant role in e-markets. Customers demand products or services
that perfectly fit their individual needs. This market fragmentation confronts
companies with the obligation to fulfil highly individualized demands from multiple
channels with uniform standards of operation and harmonized logistic structures to
remain profitable. Especially e-commerce retailers have the obligation to deal with
a high organizational complexity and an enormous bandwidth of process steps (cf.
Wirtz 2016, p. 187). The requirements out of the modified demand can only be
handled and satisfied with the aid of on-going technological innovation. Either
innovation is triggered by the need to fulfil a certain problem or challenge or

pushed by new ideas or developments (cf. Bessant/Tidd 2015, p. 238).
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Virtualization

The phenomenon of virtualisation in e-markets affects products, services and
organisational structures. Virtual or immaterial products differ from material not
only in physicality, but also in cost structure and simplicity of commercialisation.
Whereas physical products require material input and physical transport from
seller to buyer, immaterial products are automatic modifiable and can be built
around customers needs. Virtualisation is also used to create virtual services for e-
commerce companies to suggest a sense of individual service, despite the
physical distance between company and customer. Accompanying also
organisational structures become virtually. Companies cooperate temporary by
virtualising entire value chains to strengthen their competitive position (Ebay or
Amazon) (cf. Straul 2013, p. 31-32).

3.4 Drivers for the internationalisation of e-commerce

Drivers for internationalisation can be categorised on base of various criteria, such
as economic and non-economic, push and pull, internal and external factors. The
most common systemisation in literature is done on base of forces and incentives
into push and pull criteria. Push criteria are typically driven by home market
developments which push companies into internationalisation to remain
competitive, whereas pull criteria enhance internationalisation with promising
market conditions in foreign markets (cf. Alexander/Doherty 2009, p. 365).

Consequently the following criteria can be defined:

v' Strong, persistent growth of foreign
markets

v" Occupation of free market niches

Existing foreign demand on

products/services

Growing prosperity in target country

Re alisation of high margin

Re gulatory locational advantages

Attractive conditions/opportunities for

acquisitions

Saturated home markets

De mographic changes

High competitive pressure
Economies of scale / overcapacities
Balance of fluctuations in capacity
Spread of market risk

Low geographical distance to foreign
market

G SR R R
\

NSRS

Figure 5: Push and pull factors for internationalisation (own presentation)
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The existing global reach of the Internet quickly confronts e-commerce companies
with the question whether to internationalise or not (cf. Heinemann 2014, p. 219).
Although increasing competitive environment in e-markets puts local businesses
under pressure and enforces international activities, push factors such as growing
internet user rates, purchase power or broadband access, especially in CEE
countries, are becoming the supremacy proactive motives to go abroad (cf.
Stallmann/Wegner 2014, 276).

3.5 Factors to consider in the internationalisation of e-commerce

The particular challenge in internationalisation is the country specific, partially
different initial situation a company is confronted with. In literature the following
factors are described:

Global condition framework Indusg%i?irg)irr]rtlsarket Company specific factors

w1 a CE

D Economic factors Industry structure D Company targets
D Politcal / legal factors Competitors . Financial power
. Socio-cultural factors Suppliers D Products features
D Geographical factors Customers D Employees

D Production capacities

Figure 6: Factors to consider in internationalisation (own presentation)

Thereof the company with international ambitions has to conduct a profound
situation analysis before heading into a new market (cf. Berndt/Altobelli/Sander
2011, p. 86). Detailed explanations for a comprehensive situation analysis are
stated in chapter 5.1, the following sub-chapters will declare the most relevant
sub-factors of each category to answer the specific consideration of digitalisation,
small medium sized e-commerce companies: social cultural factors, customers

and financial power.
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3.5.1 The global customer in the Digital Age

Divers experts like Marta Kwiatkowksi-Schenk, futurologist at GDI Gottlieb
Duttweiler Institute state that the digital revolution influenced the behaviour of
individuals and society long lasting. Ways of communication, interaction and
satisfying needs altered through available technological opportunities, social
media platforms play a centric role in the paradigm shift of customer behaviour.
The possibility of exchanging information bilaterally and increased information
availability empowers customers to shift from receptive consumers to FUSE (find,

use, share, expand) prosumers (cf. Hermes 2010, p. 41-44).

Thus companies are confronted with individuals who are critical, selective, well
informed, with low loyalty to products and brands and who crave for an individual
approach. This centric presentation and commercialisation of one owns self is
described by the research institute Interbrands or Achim Feige, brand strategy
consultant at Brand Trustast h e f A g e(cf.d-éige 2046) @ 15).

Complexity
fGat ekeej
Google, Amazon,
Apple, Facebook
0%
\©*
A
NG
o
'\G\)\'\\)‘a
po*
; Time
1800 1970 2000

Figure 7: Development of the Age of You (based on Feige 2016)

With advancing digitisation seven fields of desire arise in the Age of You, whose
successful approach decides on a long-term and sustainable customer
relationship and community building: identity, freedom, creativity, singularity,
stories, romance and care (cf. Feige 2016, p. 15). The generic success factor of
the Age of You is to build up strong relationships with potential customers, to shine
through community platforms with positve WOM long before the potential

customer is making a purchasing decision (cf. Feige 2016, p. 15).
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This approachiscal | ed AThe Zer o Msablshed by &bogleTin ut h o,
2011 and refers to the research potential customers conduct regarding a product
or service before any actual purchasing action is taken (cf. Lecinski 2011). The
implications of the Age of You for communication strategies and the ZMOT

approach will be covered in detail in the chapter 6.1 and 6.3.

3.5.2 Company organisational structure and financial power

Considerations regarding organisational structure and financial power have to be
highlighted, since resources are usually limited in SMEs. Strategic mistakes in
internationalisation might even put the existence of the company at risk (cf.
Wegmann 2006, p. 199). E-markets attract with lower market entry barriers, but
request financial perseverance of the entrant due to a high competitive level (cf.
Papazoglou/Ribbers 2008, p. 199). The evaluation of risk plays a centric role for
SMEs whether to internationalises or not, which entry mode is suitable and which
timing strategy is chosen (cf. Hollensen 2014, p. 14-16).

The share of required capital investment for SMEs to enter markets is usually
proportionally higher to equity reserves than in LSEs. This point is of major interest
with regard to the competitive situation in the target market. As larger companies
tend to endure competitive pressure trough accumulation of capital for longer
periods, small companies might collapse (cf. Hollensen 2014, p. 14-16). A well-
known example is Zalando who exceed a strong displacement strategy with high
financial back-ups to cover burn rates and push small players out of the market (cf.
Kaczmarek 2015, p. 255). To reduce financial pressure the SME market entrant
might consider less risky entry modes or timing strategies or even establish a back

up strategy with external investors (cf. Meyer 2010, p. 487-488).

Nearly the same regularities exist within manpower capaci t i e s . SMEG6s t
have flat organizational structures that allow high flexibility with short decision
paths, which can be an advantage towards larger competitors. SMEs tend to adapt
more easily to market conditions and customer enquiries. Divers studies on SME
companies stated that specific knowledge in the home market often does exist, but
hardly any knowledge in acting in international markets is available (cf. Hollensen
2014, p. 86). Despite the SME is a so called born global, a phenomena that can be

especially observed in e-commerce (cf. Hollensen 2014, p. 77).
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3.5.3 Country specific socio cultural issues

Cultural differences between home country and target country are severe factors
to consider in internationalisation. As stated in the previous chapter, SMEs
possess specific home market knowledge, but tend to have deficits in international
experience (cf. Hollensen 2014, p. 248). The concept and modes of cultural action
are broad and extremely complex. Categorically culture can be divided into
numerous factors, seven are most likely to matter in international marketing and
communication concepts: material life, language, social interactions, aesthetics,

religion, education and values (cf. Kotabe/Helsen 2014, p. 113).

Literature defines various culture typology concepts; the most common and quoted
ones are the high context and low context concept by Edward T. Hall and the
cultural typology of Geert Hofstede. The anthropologist Edward T. Hall
examined cultures by means of a high context or low context degree in their
communication systems. In general high context cultures (such as Japanese,
Arabs or Latin Americans) communicate indirect and implicit whereas low context
cultures (such as Swiss, Germans or French) transport explicit content directly (cf.
Keegan/Green 2011, p. 154-155).

Geert Hofstede compares cultures on base of six dimensions: power distance
index (PDI), individualism versus collectivism (IDV), uncertainty avoidance index
(UAI), masculinity versus feminity (MAS), long-term versus short-term orientation
(LTO) and indulgent versus restraint (IND) (cf. Hofestede n.d.). Within this thesis
the concept of Geert Hofstede will be used and is described in detail in the

situation analysis (chapter 5.1.1).

3.6 Barriers and limitations of international e-commerce

While considering opportunities e-commerce offers, it is also important to have a
closer look on barriers and limitations within the international context. The most

important and frequently stated factors in literature are explained in the following

chapters.
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3.6.1 Language and cultural barriers

Whereas the Internet offers the possibility to easily duplicate web presences to
access new markets, country specific language requirements and multilingual
polyglot approaches increase complexity. Companies are not only obligated to
create websites, that fit to language requirements, also fulfilment tools such as
payment or delivery methods have to be adapted to country specific demands (cf.
Stallmann/Wegner 2015, p. 100).

Cultural norms and traditions can also slow down or even hinder thr spread of the
Internet. Especially in Confucian based cultures personal relationships play an
important role, business is mostly conducted on a personal basis. The refusals of
specific payment methods like credit cards or security concerns towards private
data or different symbolic meanings between cultures are additional barriers. For
example the thumbs up button, which is used on Facebook to signal consent or
pleasure with a text, picture or video has a positive meaning in the United States
whereas in lItaly it might even appear offending. Therefore cultural specifics have
to be analysed in detail to derive obligations for e-marketing adaptation to

successfully approach foreign countries (cf. Kotabe/Helsen 2014, p. 599-600).

3.6.2 Infrastructural barriers and access charges

In 2016, 52.3% of the worldwide households had Internet access (cf. Statista
2016¢) in Europe even 75% (cf. Pech, 2016), 90% are listed as broadband
connections (cf. Statistica 2016). Despite possible technical access to the Internet,
the ability of customers, business and governments to use the Internet for their
benefits, technical infrastructure such as servers, smart phones, lines and
affordability are crucial factors for establishing online shops in foreign countries (cf.
Kotabe/Helsen 2014, p. 600).

One instrument to measure the e-readiness of countries is the NRI pillar score,
which has been founded by the World Economic Forum and informs e-commerce
companies about potential technical and infrastructural barriers before entering
new markets. The analysis on each state in the world is conducted on base of six

drivers and two impact factors (cf. World Economic Forum 2015, p. 27):
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Figure 8: The Networked Readiness framework (based on World Economic Forum, p. 27)

Whereas in Central and Western European countries the NRI score is often quite
high, Eastern European companies are still lagging behind, mostly due to
affordability reasons or governmental restrictions. Therefore it is essential to
consider the NRI score when expanding to Eastern European countries (cf. World
Economic Forum 2015, p. 27). This evaluation will be used in the practical chapter
of this thesis, due to the practical significance and relevance for considerations on
entry barriers, entry strategies and marketing mix decisions

3.6.3 Security and law barriers

Challenges for international e-commerce are mostly national law regulations such
as data protection rights, intellectual property, taxation, customs and import duties.
Collective trade zones like the EU simplify cross boarder trade, but still domestic
variations of rights do exist in different countries, driven by concerns of local
governments. It is essential that e-commerce companies, who consider
internationalisation, make use of law agencies that are able to identify the
applicable local law and uncover pitfalls before the company invests into a market.
Especially for SMEs, who might not have an internal legal department and deal
with limited financial resources, a profound legal consultation is crucial. Legal
disregards mi g ht even endanger t he <comfpelsery 6s06 e
2014 p. 603-604).
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4 International market entry of e-businesses

In chapter 4.1, entry specifics and entry barriers of e-commerce
internationalization strategies are declared on base of e-market characteristics,
gained insights are connected to market entry strategy and marketing mix
decisions (chapter 5-6). Within chapter 4.2 the importance of a systematic market

entry is discussed and further mandatory steps are declared (chapter 4.3).
4.1 Entry specifics and entry barriers for e-markets

Market entry barriers are characteristics of a market or a market segment, which
tend to prevent new competitors from entering or establish considerable obstacles,
thus reduce market attractiveness tremendously. In general three market entry
barriers can be defined: structural barriers, strategic barriers and institutional
barriers (cf. Opuchlik 2006, p. 49). Usually these barriers are built up in advance,
such as industry standards, competitive price policies or strategic alliances.
Especially structural barriers are relevant for e-markets as numerous competitors
approach multiple markets right from the start (global reach of the Internet) with
nearly similar products or technology (cf. Wirtz 2016, p.189).

4.1.1 Market homogeneity and quasi standards versus successful differentiation
In traditional economy companies built and strengthen their competitive position
on base of special technology or production know how. E-markets are torn by high
level of diffusion, technology is mostly homogeny and available to all market
participants, differentiation possibilities are limited. Additionally established quasi-
standards in technology and fulfilment increase initial investment intensities for the
market entry (cf. Heger 2003, p. 87-88). Quasi standards, such as same day
delivery or constant availability of a broad and deep assortment are set by
influential pace maker companies and influence customerd sxpectations long
lasting. New market participants are forced to reach at least these levels in order
to keep up (cf. Opuchlik 2006, p. 133). Even if a performance factor might not be
weighted with high relevance for the purchasing and fulfilment process, customers
do expect those from every participant, a lack is immediately penalized (cf.
Opuchlik 2006, p. 133).
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Especially for SMEG6s it 1is i mportbhbemble t o

to fulfil quasi standards of the market and avoid elevated investment needs after
the market entry because of a lacking competitiveness. External fulfilment
companies might provide a suitable solution if process levels are under industry
quasi standard, which can be identified through a process chain analysis. The
company must decide whether to outsource the same processes as in the home
country, or whether to opt for a stronger integration of third parties, due to higher

requirements in the foreign target market (cf. Stallmann/Wegner 2015 p. 34).

4.1.2 Initial investment intensity versus long-term sustainability

Divers renowned authors constitute a significant change of the cost-chance
relation in e-markets that occurs for the entrant. While traditional economies
mostly request high investments at the beginning and offer modest market
chances, Internet economies tend to present an attractive costs-chance relation
(cf. Wirtz 2016, p. 191).

Traditional Economy Internet Economy

Costs of e Costs of t /
market entry / market entry ‘

|

|

i

[ I

45%) 45°)

= I —

* Chances of market entry Chances of market entry

Figure 9: Changed cost-chance relation in Internet economy (based on Wirtz 2016, p. 191)

The initial investmenti nt ensity is directly related

covering market quasi standards, local infrastructure and existing distribution
offers. Due to geographic irrelevance in Internet economy market standards are
almost universally applicable, although the entrant has to check country-specific
increases and reductions of standards before the market entry in order to estimate
the initial investment (cf. Stallmann/Wenger 2015 p. 182-183). Beside pure initial
investment coverage, sustaining present and sustainable in a market is even more
difficult than entering it. Various authors like Steve Thompson established a direct
correlation between available resources and outcomes after the market entry (cf.

Thompson 2007, p. 250).
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E-market entrants often have to face intensive long-term investments, which are
mainly driven by an increased competitive situation, growing quasi standards of
pacemaker companies, higher customer fluctuation and associated difficulties in
customer loyalty in e-markets (cf. Heinemann 2014, p. 44-45). Major long-term
investments after the actual market entry are maintenance and further
development of fulfilment standards, as well as extended marketing spending in
order to withstand large competitors (cf. Karakaya 2009, p. 133). This especially
applies if the entrant does not address a niche with a specific product portfolio, but

approaches a broad market instead (cf. Laudon/Traver 2011, p. 338).

SME e-commerce companies with international ambitions and limited resources
have to establish a sufficient financial back up strategy based on a five years
operational cost plan, to not endanger the existence of the company by
overstretching own funds on the long run (cf. Karakaya 2009, p.133). A study of
Karakaya and Stahl clearly (University of Massachusetts Dartmouth) identified that
the lower capital thresholds are the higher competitive advantage of rival firms is.
Karakaya and Stahl list four sustainability barriers: continues access to distribution
channels, security of financial transactions, inability to meet increasing demand in
sales, inability to meet customer service requirements, customer switching costs

and governmental regulations (cf. Karakaya 2009, p.133-138).

4.2 Defining a systematic market entry approach

Although the company might be pushed into foreign markets (cf.
Grining/Morschett 2011, p. 56) or in terms of e-business internationalisation
ambitions might arise quite early, a profound analysis of the internationalisation
ability of a company is essential (cf. Heinemann 2014, p. 219). Especially for
S ME 0 s ratagic planning process to execute a successful market entry is crucial
due to limited resources as stated in chapter 4.1.1 and 4.1.2. Various authors and
experts recommend matching the strategic fit of the internationalization task with
business conditions (cf. Grining/Morschett 2011, p. 56). These include not only
the assessment of human and financial resources, but also the long-term strategic
orientation of the company and the mind-set of the management team (cf.
Krystek/Zur 2001, p. 511).
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Literature underlines a significant failure rate of internationalization strategies if
support of the lead management and the most important drivers in the company is
missing (cf. Krystek/Zur 2001, p. 511). Three methods are recommended to help
domestically based companies to investigate possibilities of new markets and
internal capabilities: the Boston Consulting Group portfolio analysis to identify
the potentials of products and services, the Ansoff Matrix for matching markets
and products and last the value chain analysis based on Porter to identify which
steps of the value creation are ready to internationalise (cf. Grining/Morschett
2011, p. 65-68, p. 78-79). The approach of Porter will be declared in the internal
situation analysis in chapter 5.1.1. After identification of internationalisation
potential within the company, the initiation of necessary changes within
infrastructure and the conscious decision to go abroad the concept for the market
entry is established (cf. Grining/Morschett 2011, p. 56). These steps are defined

in detail within the following chapter.

4.3 The process phases of market entry concepts

Several approaches for executing a market entry are defined. This thesis will focus

on the five-stage decision model in global marketing by Svend Hollensen:

Market entry concept

Implementation

Market Market Entry Marketing Mix i

Coordination

Selection Strategies Design

Figure 10: Steps of market entries (own presentation)

The five steps are described within the following chapters, however market
selection, implementation and coordination as well as controlling are beyond the
scope of this thesis and will only be presented briefly. The market entry strategies
and the marketing mix design are described in detail in chapter 5 and 6.
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4.3.1 Market selection

The selection of the right target market is one of the most complex challenges
after a company has decided to internationalise. The essential component within
the process is the selection and weighting of relevant assessment criteria. Often
corporate structures, partnerships or investment possibilities lead to a clear
preference for specific markets. Nonetheless, it is crucial to also submit those to a
sound analysis process, in order to recognize risks in advance and to question
decisions taken previously (cf. Lymbersky 2008, p. 53). The selection of criteria
has to be oriented on the industry; one can define the following selection criteria
for e-businesses: demand conditions, language, payment, law, suppliers,
reputation, trade barriers and logistic, cultural distance and marketing investment
(cf. Stallmann/Wenger 2015 p. 323). After the definition of relevant target markets
the alignment of organisational architecture between domestic and foreign market
has to be clarified. Two approaches are known: the EPRG model after Howard V.
Perlmutter (geocentric, regiocentric, ethnocentric and polycentric) and the IMGT
model after Barlett and Ghoshal (global, transnational, international and

multinational strategy) (cf. Stallmann/Wenger 2015 p. 324-326).

4.3.2 Market entry strategy

The market entry concept aligns objectives, goals, recourses and policies a
company has committed with the selected market and will be described in chapter
5. Literature generally agrees on the following points as mandatory steps of a
market entry strategy: situation analysis, segmentation and targeting, definition of
strategic objectives in the target market, decision on market entry mode and

country specific timing and scheduling (cf. Kotabe/Helsen 2014, p. 284).

4.3.3 Market mix design

After deciding on the entry strategy a marketing mix designed. The marketing mix

i n gener al contains the 4 Po6s, product,

controllable variables that are used to trigger c u s t o megagémnent with the
company, the product or service (cf. Zentes et al. 2015, p. 18 484). The company
has the possibility to decide between locally adapted marketing strategies or
internationally standardized strategies, often further divided into ethnocentric

marketing or global marketing (cf. Griining/Morschett 2012, p. 277).
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4.3.4 Implementation and coordination

Once strategies for the market entry and the marketing program have been
defined, implementation programs or projects are required to ensure realisation.
These programs provide a guideline for companies to exceed their plans and to
reach defined goals within a certain period of time (cf. Griining/Morschett 2012 p.
56). As companies evolve from being purely domestic players to multinationals
also organisational structures and control systems have to be adapted to reflect
new global marketing strategies. It is crucial, that the company stays flexible within
the implementation as market conditions change constantly and might revise

conclusions drawn in the beginning (cf. Hollensen 2014, p. 685).

4.3.5 Controlling

The final step of entering a foreign market is to establish a long-term controlling
system to evaluate the entry success. Generally a management control system
consist out of the following factors: monitoring operations to detect deviations from
actual and planned performance, diagnose the cause that lead to it and evolve
actions that timely countermeasures can be initiated if necessary. Exceeding an
sufficient controlling system might also implicate a revision of beforehand made
decisions in planning if these do not match with reality or changed market
conditions (cf. Hollensen 2014, p. 455).
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5 Market entry strategies for e-businesses

The following chapters describe the procedural steps of a market entry concept for
e-business. Literature defines six essential steps to achieve a successful and

sustainable entry:

1 Situation analysis to evaluate opportunities in the target market and to draw
conclusions towards the choice of entry mode, timing and market development
(cf. Kotabe/Helsen 2014, p. 576)

1 STP (segmentation, targeting, positioning) strategy to reach the right target
group at the right time throughout right channel and message (cf.
Kotabe/Helsen 2014, p. 221)

71 Strategic objectives in the target market to controll the success of the market
entry, often accompanied by operative objectives (cf. Kotabe/Helsen 2014, p.
39)

1 Entry mode evaluation and selection with the aid of sufficient analysis
methods (cf. Lymbersky 2008, p. 291)

1 Timing and scheduling as well as committing to a specific internationalisation
strategy considering single or multiple entries (cf. Lymbersky 2008, p. 59)

1 Marketing plan including decisions on product, price, distribution channels,
communication strategies and channels to penetrate the target market in the
right way (cf. Kotabe/Helsen 2014, p. 576)

5.1 Situation analysis

The particular difficulty of international marketing decisions compared to domestic
activities lies in different initial situations each market bears. To be internationally
successful, a company needs to analyse and identify divergences in the target
country to adapt further strategic steps accordingly. The situation analysis
considers opportunities and challenges that arise from environment and contrasts
those to company internal resources, strengths, competitive advantages and
unique features (cf. Berndt/Altobelli/Sander 2011, p.86). The following sections
describe various factors one might need to consider and analysis methods that

can be used.
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5.1.1 External and internal analysis

A situation analysis is based on external and internal factors, categorised into
macroeconomic, uncontrollably factors and microeconomic factors, which are in
the c o mp a argabokinfluence. Depending on industry sector, target country and
given internal resources some factors might be of special interest (cf. Hollensen

2014, p. 156-158). The following figure gives a brief overview on categories a

company should reconsider:

Market size Labour costs
Economic factors Purchase power, GDP Interest development
g Per capita income
g International right Data protection
8 Political / legal factors Economic agreements Tariff trade barriers
o Politic stability
G ) Language, Religion Social behaviour
§ Socio cultural factors Values and standards Level of education
. Infrastructure Resources
Geographical factors .
Topography Climate
,_ Entry barriers Creation of value
..g Industry structure Capital intensity Technical evolution
g 5 Type, amount, size Fulfilment standards
i E Competitors Competition Product range
E 2 Market shares Service range
=] £ -
§ 8 Suppliers ;ype' amognt' Size Quality of raw material/products
e oncentration rate
5 Demand related behaviour Structure of needs
é Customers Demand power Purchasing volume
Price sensitivity
Company objectives Country specific objectives
Equity structure, liquidity Creditworthiness
Assortment Price/Quality
Additional services
Qualification International experience
Available capacity Utilization

Table 1: Analysis process (own presentation)

In e-business some factors are of greater importance than others). Authors like
Heinemann or Stallmann/Wegner consider infrastructural circumstances as a
major success driver for international e-commerce companies (cf.
Stallmann/Wegner 2014, p. 282). E-commerce retailers are obligated to analyse
the infrastructural penetration, road networks and availability of external delivery
partners in detail to set up a delivery process at industry standard or above (cf.
Heinemann 2009, p. 171-172). Another challenge are country-specific legal
framework conditions such as data and consumer protection rights. High
complexity and ever-increasing laws, make an outcome without qualified legal

advice almost impossible (cf. Keegan/Green 2011, p. 179).
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The preference for different payment forms also differs between countries, 45
different payment forms do exist only in the EU area. Companies have to identify
the preferred payment form in the target country in order to provide security and
convenience to customers (cf. Heinemann 2009, p. 142-143). Cultural
differences can be identified as the most important drivers for country-specific
differences, regardless of trade form (cf. Keegan/Green 2011, p. 141). According
to Hofstede's view culture is a general imprinting of a country that has an almost
universal impact on all areas of life and consist out of the dimensions (cf.
Hofestede n.d.):

1 Power distance index (PDI): Defines the level of acceptance in the
population towards unequal distribution of power.

1 Individualism versus collectivism (IDV): Collectivist cultures state
preferences for a tightly knit framework in society, where individuals expect
related parties to look after them in exchange for unquestioning loyalty,
whereas in individualist cultures individuals take care of their own.

1 Uncertainty avoidance index (UAI): Declares the fear of being threatened
by unexpected situations and gives a clue about the longing of people for
security and stability.

1 Masculinity versus feminity (MAS): MAS societies are distinguished either
between competitive, heroism and assertiveness (masculine) to cooperative,
modesty and caring for the weak orientations (feminine).

1 Long-term versus short-term orientation (LTO): Short-term societies
prefer to maintain traditions and norms, are often resistant to change,
whereas long-term societies adapt pragmatic to circumstances.

1 Indulgent versus restraint (IND): Indulgent societies believe themselves to
be in charge of their lives, restraint societies feel restricted and guided by

others (cf. Hofestede n.d.).

Hofstede analyses and evaluates the levels of each factor in each country to make
culture and possible differences comparable. This helps companies to understand
and handle customers or business partners in the target country (cf.
Kutschker/Schmid 2008, p. 718).
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5.1.2 Adequate analysis methods
To examine a situation analysis probate analysis methods have to be chosen.
External and internal factors can be analysed by the usage of different tools like

brai nstor mi ng, scenario planning,, SROTtamad

value chain analysis or the PESTEL approach (cf. Hollensen 2014, p.156-158).
Due to the recommendation of various authors this thesis will focus on the

following methods:

Macro PESTEL

Porterds

Conclusions

Opportunities

Figure 11: Analysis process (own presentation)

PESTEL

The PEST or extended PESTEL or PESTLE tool seeks to identify structural
changes in macro environment, factors that can or could affect industry in future
and thus influence strategic decisions of market participants. The analysis
classifies the various influence factors into political, economic, social,
technological, environmental and legal streams. The analyst has to bear in mind,
that researched factors develop and transform with time and are only valid for a

specific competitive space (cf. Zanoni 2012, p. 41).

Por t eveéoscesf i

The Porteros five forces framewor k
attractiveness of industries by identifying relevant suppliers, customers,
competitors, new entrants and substitutive products or services. It allows the
analyst to produce a simple and immediate snapshot of a specific industry. It is
strongly recommended to add quantitative figures to the mostly qualitative
statements to summarize each force and draw conclusions towards the value of
each i mpact and i t octiveness bflthe entire sectoo (of. Zanore

2012, p. 41).
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Por t eesoirge and process chain analysis

With regard to internationalisation, it is relevant to uncover all success-critical
resources and to evaluate whether these are already present in the company or
are a resource gap. Porter categorises these resources into primary activities
(inbound logistics, operations, marketing and sales, outbound logistics, customer
care) and accompanying activities (company infrastructure, human resources,
research and development, procurement). Additionally the company should also
analyse the process chain in order to draw conclusions towards unique selling
propositions (USP). The central question that an e-commerce company must ask
in the context of the value-added analysis is how exactly added value is built up
(explanation of value creation) and in which areas external parties are currently
participating (cf. Stallmann/Wegner 2014 p. 307-309).

SWOT analysis

Literature clearly recommends a SWOT (strengths, weaknesses, opportunities and
threats) analysis as probate method to merge the results of an external and
internal analysis. The aim is to identify the influence extend of current
opportunities and threats towards company internal strengths and weaknesses. It
allows the analyst to give recommendations on eliminating or minimizing non-

favouring conditions or multiplying chances (cf. Zanoni 2012, 41-42).

5.2 Segmentation, targeting and positioning

The STP concept of Kotler and Bliemel describes the sequence a company has to
exceed when approaching a market. This concept is also valid for e-business,
although certain alterations regarding the segmentation of a market are necessary,
especially considering technological possibilities e-businesses refer to (cf.
Ferrell/Hartline 2012, p. 164).

S P

Segmentation Positioning

Figure 12: STP Modell Kotler/Bliemel (own presentation)
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First segmentation variables to divide a holistic market into separate segments
have to be evaluated and distinctive profiles defind out of each. Second the target
market is defined by evaluating the attractiveness of each segment. Third the
positioning concept is developed to attract each segment and customer within in
the right way (cf. Kotler et al. 2007, p. 416).

5.2.1 Market Segmentation approaches

The segmentation of a market helps companies to subdivide a holistic market

through congruent variables into almost homogenous subgroups and to address

these with a matching marketing strategy. Kotler and Bliemel define three

distinctive degrees of segmentation, icl assi canlt as égomeé gd.r at egi
Kotler et al. 2007, p. 416-417), which are also applicable for e-businesses. Beside

the classical strategies, the technological disruption offers new possibilities for e-
businesses to approach customers with a high degree of specificity, through

extensive datainfiat omi s ed s e g(ché&errellHariine 20&2, p. 170):

segmentation strategy
in e-business

Differentiated

Mass Segmentation Niche Segmentation

(S=0%) (g)%g/“;ﬁ;‘ggg;‘) (S>0% and <100%)
0 (1)

Figure 13: Degree of segmentation (own presentation)

Mass Segmentation (S=100%)

The mass segmentation approach does not segment markets at all and primarily
fits to products or services that approach customers with homogeneous needs to
attract the largest market possible with low marketing expenditures (cf. Kotler et al.
2007, p. 418).

Differentiated Segmentation (S>0% and <100%)
The differentiated segmentation approach divides the total market into groups of
customers having relatively common or homogeneous needs to develop a
marketing approach that appeals to one group in particular or more. Within the
differentiated marketing approach the company may focus on a single segment
(market concentration approach) or on multiple segments at once (multi-segment
approach) (cf. Kotler et al. 2007, p. 419).
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Niche Segmentation (S>0% and <100%)

The niche segmentation narrows down even more and concentrates on small,
well-defined market segments or niches that have a unique set of needs. These
defined niches are often characterized by lower price sensitivity due to the

concrete satisfaction of needs (cf. Kotler et al. 2007, p. 419-420).

Atomised Segmentation (S=100%)

The atomised segmentation approach describes a holistic corporate orientation,
which is tailored to the needs of the individual customer in the most ideal way. In
contrast to classic market segmentation atomised segmentation does not divide
customers into aggregated anonymous segments, but sees an individual as an
independent market segment (one-person segment). Literature distinguishes three
marketing approaches for atomised segmentation strategies: on-to-one marketing,
mass customization and permission marketing (cf. Thewi3en et al. 2015, p. 91). A
detailed description can be seen in the Annex (chapter 3).

It has to be declared that atomised segmentation requires reliable, existing data
thereof this approach is limited applicable for the initial market entry. At this stage
the company has to define segments to estimate customer expectations (cf.
Kollmann 2013, p. 74). Nevertheless atomised segmentation approaches are of
major interest considering the special requirements of the Age of You and can only
be conducted if the company is in charge of data, which should be collected from
the beginning (cf. Nistad 2013, p. 125).

5.2.2 Market segmentation criteria and segmentation methods

For identifying relevant market segments the company must define appropriate
criteria. Various authors, such as Kollmann, define four common segmentation
criteria for e-businesses: geographical characteristics, socio-demographical
characteristics, psycho-graphical characteristics or behavioural characteristics
(cf. Kollmann 2016, p. 278). In order to ensure the success of market
segmentation, criteria must be evaluated along relevance of buying behaviour,
measurability, efficiency, temporal stability and ability to act with the help of
suitable evaluation methods (cf. Heitmeyer/ Naveenthirarajah 2010, p. 82). In the
context of international e-commerce, segmentation approaches need to face two

additional challenges:
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The extent to which the criteria can be transferred to e-commerce and whether the
criteria take sufficient account on the planned internationalization. Several studies
have been conducted in order to define segmentation strategies and identify e-

commerce customers precisely. The following table provides an overview on

available approaches, used classification criteria and the generated types (cf.
Stallmann/Wegner 2014, p. 186):

Classification Criteria Typification
Buying Motives Risk avers brand muffle
Perceived Risk Time-lacking convenience buyers
Loevenich und German Satisfaction with stationary retail |Price-oriented convenience buyers
Lingenfelder, 2004 Y All demanding
Condition-oriented shopping muffle
Willing to pay experience buyer
Motive to buy Variety seekers
USA Satisfaction with stationary retail |Balanced buyers
Information behaviour Store oriented shoppers
Convenience shoppers
Information behaviour On-off shopper
Buying behaviour (frequency and | Comparative shopper
. product type) Traditional shopper
Kauetal., 2003 Asia Satisfaction and recommendation | Dual shopper
level E-laggard
Information surfer
Pleasure Personalising shopper
Loyalty Recreational shopper
Price Economic shopper
Brown et al., 2001 USA Convenience Community-oriented shopper
Personalisation Involved shopper
Convenience-oriented, recreational shopper
Apathic, convenience-oriented shopper

Table 2: Segmentation approaches in e-commerce (own presentation)

All segmentation approaches strongly orientate on behavioural criteria such as
loyalty status, media usage, usage situation or frequency, geographical, socio-
demographic or psychological criteria rather have a complementary effect. (cf.
Kollmann 2016, p. 106-107). The choice on the specific segmentation approach
strongly correlates with the business model the company pursues, as products
and brand always characterize the target group to which a company responds (cf.
Brown et al. 2003, 1667). The business model of closed online shopping clubs
attracts primarily price affine customers, who are community oriented and
seek for an individual approach (cf. Heitmeyer/Naveenthirarajah 2010, p. 82).
For this purposes the selected segmentation approach for online shopping clubs
has to cover price, community and convenience as segmentation criteria. The
choice on the right entry mode can be conducted on base of a simple checklist to
exclude all options, which do not cover the criteria of interest (cf.
Stallmann/Wegner 2014, p. 186).
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5.2.3 Target marketing
Literature defines five structural models to target markets, which are also

applicable for e-commerce companies in active targeting:

M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3
P1 . P1 P1 P1 P1
P2 P2 P2 P2 P2
P3 P3 P3 P3 P3
Concentration Selective Market Product Total market
on one segment specialization specialization specialization coverage

P= Product, M= Market

Figure 14: Five structural models to target markets (based on Ferreell/Hartline 2012, p. 142-143)

After segmenting a holistic market into homogenous submarkets the entrant has to
evaluate the attractiveness of different segments on base of quantitative
characteristics such as size and growth of the segment, structural
attractiveness and align the results with company objectives and resources.
This analysis is conducted trough a fundamental secondary research. Data
sources can be obtained from foreign trade institutions, analytic or research
institutions, trade partners or company internal sources (cf. Lippold 2016, p. 149).
Size and growth of the segment is defined on base of demand quantity.
Segments with sufficient size and striking growth rates are highly attractive, but
are often penetrated by numerous competitors, especially in e-markets with
increased competition levels. Hence smaller segments or niches could be also

interesting to approach due to low investment intensities (cf. Lippold 2016, p. 149).

The entrant is also forced to analyse the structural attractiveness of the market
to identify capital requirements, competitive intensity and price levels. Due to low
equity back-ups some attractive segments might be eliminated beforehand (cf.
Kotler et al. 2007, p. 453). In the last step the entrant is obligated to align the
selected target segment with internal objectives and resources such as
personnel, processes and know how (cf. Lippold 2016, p. 149-150). In e-
commerce a wide range of variations to target customers and reduce scattering
losses are available. The central advantage of online targeting is the possibility to
measure interactions in real time and to trigger subsequent dynamic reactions

back to the customer automatically (cf. Strauf3 2013, p. 213).
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Even though users stay nearly anonymous, virtual footprints and traces are left

which allows drawing conclusions towards the geographical position of the
terminal used and t he u Steaul3d defines winef user g pr ef
individual online targeting options: socio-demographic targeting, geo-targeting,

technical targeting, keyword targeting, semantic targeting, content- placement or

context targeting, behavioural targeting, retargeting and predictive-behavioural

targeting. Social media targeting is stated as a special form, which combines all of

the previous mentioned forms (cf. Straufl3 2013, p. 213-216).

5.2.4 Positioning strategies in the target market

The technological options, which are provided trough the Internet offer four
fundamental online competitive positioning models. Two models remain out of the
generic strategy concept developed by Porter in 1985, two more are alterations

influenced by considerations of the digital economy (cf. Kollmann 2016, p. 337):

0

ROI

rel. market

share -

Figure 15: Online competitive positioning (own presentation)

Quality Leader vs. Cost Leader

Congruent to classical trade forms quality leaders in e-commerce offer high quality
products to increase market share over higher profit margins. Typically search-
engine marketing, e-branding and one-to-one marketing are preferable distribution
methods. The cost leader offers online products cheaper than competition does,
occupies relative high market share and generates revenues through quantity.
This strategy is especially hard to maintain, due to high information standards and
transparency in e-markets. Cost savings for customers to not restrain only to
product prices, it is more a mixture of savings in all transactional costs a customer
would have to face (cf. Kollmann 2016, p. 336-337).

36



Topic leader vs. Speed Leader

Topic leaders orientate on providing more precise and superior information on
offered products than competitors- search and information costs for customers as
well as price sensitivity decrease. E-commerce companies who follow that strategy
favourably count on viral-marketing as distribution channel and high reputation
levels to influence consumer or opinion portals. Speed Leaders try to supply
information faster than competitors, to reach more customers in less time and thus
to generate high market shares. Revenues are mainly generated through quantity

effects rather than marginal effects (cf. Kollmann 2016, p. 338).

5.3 Definition of strategic and operative objectives

The central task of an internationalisation strategy is to define strategic goals for
the company, in particular target markets, for a fixed time period.
Internationalisation itself cannot be defined as an objective of compani es 6
activities; rather it is more an instrument to reach certain defined country specific
corporate objectives. The objectives for the market entry should be derived from
overall company objectives, including the general objective to exceed the market
entry and to point out further performance-related targets. These objectives can be
either qualitative or quantitative. Most commonly targets are defined for three
years in the new market in the form of milestones; this gives the company the
possibility to check the target achievement by means of intermediate stages (cf.
Hugenberg 2011, p. 45-46).

Fifth biggest private online

Market position - - shopping club in CZ

Market share 3% 5% 10%
Turnover 1.5 Million € 2.8 Million € 5.5 Million €
Revenue - - 590.000 €
Shipments 30.000 56.000 125.000

Table 3: Examples on quantitative goals for e-commerce (own presentation)

Qualitative goals are constrained by more subjective evaluation and should always
be placed as extra objectives, in addition to clearly defined quantitative targets.
Qualitative targets could be customer satisfaction, brand loyalty, brand recognition
etc. (cf. Eyer/Haussmann 2015, p. 31).
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Besides defining strategic objectives it is also necessary to formulate operational
key figures that enable the assessment of individual business areas or steps in the
value creation process. These sub objectives have to be formulated in accordance
to target group and industry standards. A huge number of possible key figures are
available for online shops, due to extensive web analysis possibilities, so that only
a small insight can be stated within this thesis (cf. Stallmann/Wegner 2015, p.
386). The following table shows few examples for operative objectives:

Increase unique visitors by 30% to 300.000 site visitors per year until
the end of 2018

Decrease the bounce rate in check out by 20% to 20.000 bounces per
year until the end of 2018

Increase the conversion rate by 10% to 10.000 purchases per year until
the end of 2018

Increase the newsletter open rate by 15% to 20% total open rate per
sent newsletter until the end of 2018

Online Shop

Marketing Increase the response rate on seasonal advertising campaign by 10%
to 20% total response rate per online advertising action until the end of
2018

Customer Service Average handling time of emails 180 seconds bythe end of 2018

Payment and Risk Total default rate by the end of July 2018 at 3% measured on total

Management turnover

Payment rate on first dunning step at 56% by the end of July 2018
measured on total reminded payments

Decrease the default rate for commissioning from 3% of total incoming
orders to 1,5% by the end of September 2018

Establish an average shipping time of 24 hours by 95% of total received

Collection

Intra-logistics

Shipping

Return
Management

orders in stock goods by July 2018

Establish a return rate of maximum 20% over all assortment categories
bythe end of 2018

Table 4. Examples on operational goals for e-commerce companies (based on Stallmann/Wegner
2015 p. 387)

5.4 Evaluating the market entry mode

An international market entry mode enables a company to enter foreign markets
by considering influencing factors like internal resources and market conditions.
The decision on a particular entry mode is crucial, several strategic analysis
methods are available to select the best fitting to set preconditions
(Gruning/Morschett 2013, p. 123). The following chapters will describe the
available entry modes for e-commerce (chapter 5.4.1); highlight the most
important influencing factors (chapter 5.4.2) and finally states sufficient evaluation

tools to decide on the right mode (chapter 5.4.3).
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5.4.1 Defining generic market entry modes for e-commerce
The literature separates the entry modes into export, contractual and
investment entry modes. Each mode can be evaluated on:

1 Capital investment intensity

1 Control and Flexibility

91 Costs and profit potential after entry

1

Partner resources

Hierarchical

Market

low . . . o high
o Capital Investment intensity, Control and Flexibility, 9

Costs and profit potential after entry, Partner resources

Figure 16: Systemisation of entry modes in e-business (based on Stallmann/Wegner 2015, p. 219)

The above shown figure has ben adapted to e-commerce specifics. Apart from
classic trade forms strategic alliances for example are less capital and cost intense
with higher flexibility and control in e-commerce, as often internationalisation
agencies or fulfilment partners are taken into account, which assume a major part
of the process chain. Also in e-commerce it is possible to acquire an online shop
and trademark rights solely, without taking over background structures such as
personnel or real estate. The following table shows examples for the execution of

the above shown entry modes in e-commerce:
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Mode Execution in e-commerce

Products are sold to distributor based in home country who sells goods online abroad

Own online presence in foreign market including own process handling

Own online presence in foreign market including strategically, partly outsourced
processes to third parties

License to use trademark online, not inevitable optical identic to licensors shop /
providing ready to go online shops with products an back end on side, franchisee might]
evolve own corporate identity

Optical identic online shops operated by third parties

Venture with e-commerce or classic trade partner

Acquisition of foreign online shop or company with online presence

Founding of company with partly independent and partly connected processes and
resource usage to mother company

Table 5: Examples of entry modes derived for e-business

In export entry modesacompanyods f ismanufacturedéstbreccin thei
home country and exported either directly or indirectly the foreign country. This
entry mode can be accomplished by production and trading companies to the
same extent (cf. Kutschker/Schmid 2008, p. 253). In direct export the company
either delivers the final end product directly to the end customer or to a third party
located in the foreign market. Direct export is the most common entry mode in e-
commerce; different versions and degrees of third party integration can be found.
The dividing line to strategic alliances is thus very fluid. Indirect export occurs
when the exporting company uses third parties located in the home country to
carry the goods abroad and sell them online, thus the company is not engaging
with foreign parties (cf. Hollensen 2014, p. 337-341).

Contractual modes are a long-term oriented cooperation between an
internationally operating company and a foreign- primarily knowledge and skills
are transferred. Contractual modes can be distinguished into licensing,
franchising and various strategic alliances such as service contracts or co-
production agreements (cf. Stallmann/Wegner 2015, p. 224-227). Licensing is a
contractual form which grants a foreign licensee to use intangible assets such as
patents, designs, trade marks or a certain unprotected know-how (e.g.,
experience, knowledge) for a certain area and period of time (cf.
Cavusgil/Ghauri/Agarwal 2002, p. 93). In franchising the franchisor transfers the
a comprehensive, long-term established organization and management concept, a
so-called business format or business package. The franchisee is obliged to follow
the standards of the franchisor, bears full risk, but participates from the image of

the franchisor.
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In the event of strategic alliances the market entry strategy primarily focus on

long-term partnerships, either on horizontal or vertical levels. The entrant tries to

cope with partnership resources or processes that are internally insufficiently

available. This can be achieved by outsourcing individual process steps, like
logistic services (cf. Kutschker/Schmid 2008, p. 873)

Investment entry modes are characterized by foreign value-added focus, the

domestic company only transfers capital and management services to the foreign

market. Either the domestic company invest in a wholly owned subsidiary, takes

advantage of purchasing a foreign company or agrees with a partner abroad to

found a sole (control and ownership remains with parent company) or joint

(shared control and ownership) venture (cf. Keegan/Green 2011, p. 303-305). The

following table represents the market entry modes described on base of the prior

stated evaluation criteria (cf. Grining/Morschett 2012, p. 143):

Mode Capital investment for entry

*

Control and Flexibility

*

Costs and profit potential after
entry
*k

Partner resources

YES

Indirect export + Minor resource commitment

- Lower controllability than in direct
export, dependence on third party

- Higher coordination costs due to
third party involvement

+ Advantage of existing export
intermediary know-how

*k

ok ok

*kk

NO

+ Medium equity investment, own
sales channels have to be
established

Direct export

+ Great market proximity and
controllability, quicker market
feedback

+ High due to own sales channels
and process handling

+ High flexibility and better
protection of trademarks since no
third party is involved

*

*

*

YES

. A + Minor resource commitment
Licensing

- Low control level over marketing
and production plan

- Licensor has to possess know-
how, trademark e.g.

+ Low to no transportation costs
+ Guaranteed and periodic royalties

- Low turnover growth possibilities

- Partner has direct influence on
companies reputation

- Cannibalisation of business if
know-how is transferred outside

*

ok

*

YES

+ Rapid expansion with minor
resource commitment

Franchising —_—
+ Low political risks

- No full control over franchisees
activities is given

+ Low operational costs since
franchisee is in legal charge

+ Guaranteed and periodic royalties
- Low turnover growth possibilities

+ Franchisee legally independent,
risk for franchisor low

- Partner has direct influence on
companies reputation

- Cannibalisation of business if
know-how is transferred outside

*

* ok

*k

YES

Strategic
alliances

+ Outsourcing limits efforts for
reaching standards of market

- Little lower than in direct export
since third party dependency is
given

+ Cost cutting potentials given since
partners might substitute less
optimal internal processes

- Partner has direct influence on
companies reputation

*k

*k

*k

YES

- Investment intensity depends

Sole/Joint s
on organisational structure

ventures
+ Entry costs are shared
between partners

+ Great market proximity and
controllability, quicker market
feedback

- Limited decision making power
since third party holds shares

- Coordination costs due to third
party involvement

+ Costs are shared between
partners

+ Usage of partners existing
knowledge and resources

- High conflict potential

* ok

e de Kk

kA

YES

Acquisition of
online shop

- High acquisition costs

- Integration of existing software
and structure difficult

+ Great market proximity, flexibility
and controllability

+ Quicker market feedback

+ High due to own sales channels,
process handling and financing of
subsidiary and additional staff

+ Usage of acquisitions existing
knowledge and resources

ok ke

Jok ok

*kk

YES

Acquisition of
whole
company

- High costs for integration of
acquisition into existing structures

- High acquisition costs

+ Great market proximity, flexibility
and controllability

+ Quicker market feedback

+ High due to own sales channels,
process handling and financing of
subsidiary and additional staff

+ Usage of acquisitions existing
knowledge and resources

- High conflict potential

ok k

ok ke

* ok

NO

Wholly owned
subsidiary

- Establishment of entity causes
high entry costs

+ Great market proximity, flexibility
and controllability
+ Quicker market feedback

+ High due to own sales channels,
process handling and financing of
subsidiary and additional staff

+ High flexibility and better
protection of trademarks since no
third party is involved

Table 6: Categorisation of market entry modes (own presentation)
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5.4.2 Factors influencing the decision on the entry mode

Beside the advantages and disadvantages of each entry mode, the decision on
which mode has to be chosen depends on a number of influencing factors. The
following figure declares the seven major criteria groups (cf. Kutschker/Schmid
2008, p. 930-936):

Desired mode Performance
Internal factors External factors AT e

ACompany objectives AMarket size and growth ARisk-avers Astandardisation and
ANeed for control ARisk AcControl diversification
AResources, assets and AGovernment regulations AFlexibility DOSS_IbI“_UeS )
capabilities ACompetitive AMain areas of value ACapital intensity of
AFlexibilit environment addition produ_ct or service
AAge and size of ALocal infrastructure ALegal restricitions APhyisical transfer
company Acultural distance AEconomies of scale possibilities of product
Alnternational experience ATechnoligical factors Clr SIS
P A..
Personality related Decision related
APersonal goals and Astimuli that reinforce AManagement methods
character traits decision ADemand driven
AMotivation of decision ATime pressure AOcassions
maker Ainformation density
ARisk awreness of Alnsecurities
decision maker Alinformation usage
AExperience of decision A
maker
A.

Figure 17: Conditions influencing the evaluation of market entry modes (own presentation)

Kutschker and Schmid broadly discuss different empirical studies and state that no
generally valid and applicable criteria are given. It rather depends on the individual
situation of the company and environmental factors which criteria are relevant, and
estimated on potential expression (cf. Kutschker/Schmid 2008, p. 930). Hollensen
as Gruning and Morschett recommends companies to define no-goes or drop out
criteria to shorten down available modes and criteria that can be applied (cf.
Hollensen 2014, p. 327 / cf. Gruning/ Morschett 2012, p.145).

SMEs for example might strongly consider financial assets when evaluating entry
modes. Companies with little international experience might tend to get partners
on board to spread the risk and take advantage of existing knowledge (cf.
Gruning/Morschett 2012, p. 145). Al so a companyds culture o
might limit entry modes beforehand. Firms with limited aspirations typically choose
entry modes with a minimum amount of commitment (e.g. licensing or franchising)

over investment intensive modes (cf. Kotabe/Helsen 2014, p.286).
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5.4.3 Selection of the entry mode
Several practical methods to evaluate possible market entry modes are available.
As stated before Gruning and Morschett recommend a two-phase model:

1. Eliminate less suitable entry modes based on external and internal
conditions

2. Select the best suitable entry modes based on a detailed
evaluation

Figure 18: Process for evaluating market entry modes (based on Griining/Morschett 2012, p. 146)

The first step of decision-making requires to identify the most relevant external
and internal conditions, which might help to exclude some of the available entry
modes beforehand (cf. Gruning/Morschett 2012, p. 146). The evaluation can be
done on base of a simple checklist (mostly literature based), where existing
internal and external factors are stated and evaluated towards their favouring for a
specific entry mode or by evaluating market attractiveness, market barriers and
competitive strengths (cf. Zentes et al. 2015, p. 249). In markets with high
attractiveness but high entry barriers companies might use the support of local
partners to be successful. If the market is less attractive the company might
choose modes with low investment intensity such as indirect export over modes

with higher obligations for investment (cf. Zentes 1993, p. 70).

A more detailed analysis is required in step 2 where the company already
narrowed down the choice to few possible options. Various authors recommend a
value benefit analysis, since relevant criteria is not only listed, but also weighted
regarding significance. Alternatively again a checklist might be used to exclude
non-fitting modes. Due to the fact that checklist methods do not provide a
statement regarding significance of various criteria (cf. Griining/Morschett 2012, p.
146-147) the author will concentrate on the value benefit analysis in this thesis.
The classical value analysis is carried out in the following steps (the detailed

description can be found in the Annex under chapter 3):
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Step 1: Collection of decision criteria

Step 2: Weighting of the decision criteria
Step 3: Evaluation of the decision criteria

Figure 19: Value benefit analysis steps (own presentation)

5.5 Decision on country specific timing an scheduling

Timing strategies define time and approach in which companies enter foreign
markets. Kutschker and Schmid define two approaches: the country-specific

approach and the transnational approach (cf. Kutschker/Schmid 2008, p. 990).

Country-specific approach

In literature there is no prevailing opinion on division of the country-specific timing
approach, Backhaus and Mef fert HdPMaersk et 0st i
AFoltheeeve ader 0, ARA p p h id c-tatt-Meoenat egi es o0, wher ea
define WNREIrsDt, Me&carly Foll ower s Meffant/Pubs iLat e
2014, p. 409). This thesis will focus on the approach of Kutschker/Schmid and

Kol | mann wh o state a dirssMoven-8 tt i @ th ergbyadt we e n
AFol |-8Btwe at (efgkutechker/Schmid 2008, p. 985-987 / cf. Kolimann 2016,

p. 339).

In the first-mover-strategy or pioneer strategy the entrant moves into the market
first. In established markets this strategy might be only executed towards
international competitors as local players might already be active in the domestic
market (cf. Kutschker/Schmid 2008, 985). In the follower-strategy the entrant
decides to enter not until other market participants are already working the market.
The strategy is slower than the previous stated first-mover-strategy but also
obtains advantages for the entrant (cf. Kollmann 2016.p. 339).
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Timing Strategy Advantages Disadvantages

- Lead in brand recognition and image - High cost in market development

- Experience-based advantage towards competition |- Free-Rider-Effects for later entrants

- Earlier supplier and sales commitment - Blindness against specific country problems
First-Mover- I

- Blockage of market shares - High risk of default

Strategy

- Establishment of market standards
- Monopoly caused profits
- Establishment of entry barriers

- Learning from pioneer mistakes - Higher market entry barriers

- Profit from stable market conditions - Catch up with pioneers lead

- High und sustainable information regarding market |- Offset leaders economies of scale

- Cost cutting due to better estimation of conditions |- Breakup existing business relationships
- Lower risk

Table 7: Advantages and disadvantages of country-specific timing strategies (own presentation)

Transnational approach

Besides entering each market at once a company has also the possibility to enter
multiple markets at the same time. These strategies are called the transnational
approach. Here the opinion of the literature is quite similar; various authors
distinguish between the i Spr i 1Sk Ir et end the i Wat eSSt ablt &fgy o
Lymbersky 2008, p.59). The basic patter of the Sprinkler-Strategy is the
simultaneous entry of multiple markets within a short period of time or even all

markets at once (cf. Lymbersky 2008, p.59).

The Waterfall-Strategy on the other hand follows a clear sequential pattern, where
markets are entered one after the other, often depending on the psychic distance
chain. Psychic similar markets to the domestic are addressed first, psychic distant
countries later- this is also called the Uppsala-approach. Additionally to psychic
distance the entrant might also define other criteria such as political or legal
factors (cf. Kutschker/Schmid 2008, p. 990). Pure-online e-commerce companies
preferably use the Waterfall-Strategy as a study of Stallmann/Wegner revealed,
pacemaker companies like Zalando switched after gaining first internationalisation
knowledge to the Sprinkler-Strategy, to occupy market shares or peruses a

combination of both strategies (cf. Stallmann/Wegner 2014, p. 256).
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Timing Strategy Advantages

- First-Mover advantages
- Rapid amortisation of fixed costs

Sprinkler-
Strategy

- Surprise effect of customers and competitors
- Establishing standards and market entry
barriers

- Early market entry for products with short
lifecycle

Disadvantages
- Extended resources are needed
- High management and coordination efforts
between simultaneous entries

- High default risk

- No possibility for implicit compensation
between markets

- Barely possibilities to transfer know how

- Sequent resource requirements

- Possibility of implicit compensation between
markets

- Product and technology lifecycles can be
prolonged

- Easy or familiar markets can be entered first
- Limited risk of default

- Learning curve between different entries
develops

- Surprising effect of customers gets lost since
actions are predictable

- Competitors might foresee entrants actions and
moves

- Premature misjudgement of failures from one
to the other market

- High risk of imitations trough competitors

Table 8: Advantages and disadvantages of transnational timing strategies (own presentation)

G| whbna |

refereeing to e-business. There are many companies that are operating

Beside classical approaches various authors also talk of A Bor n s O
internationally from the beginning of their business and have a very high rate of
internationalization overall. Thus so-called born globals represent a counter-pole

to the large international companies, who gradually expand into the international
activity with increasing experience and growing resources (cf. Stallmann/Wegner
2014, p. 151).
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6 E-Marketing mix design

Technological developments do also influence the traditional perspective and
strategies in  marketing mix design. Through advanced communication
technologies entirely new possibilities in distribution, product types and
communication instruments open up to companies. Upcoming disruptive
innovations, such as augmented reality enlarge these options even further (cf.
Wirtz 2016, p. 415). E-Marketing focuses on the way a company use digital media
to interact and meet their audience in order to achieve the stated marketing

objectives (cf. Chaffey 2014, p. 413).
E-Marketing

Product Place Price Promotion

Consumer Convenience Communication

Figure 20: E-Marketing Mix (own presentation)

Figure 23 gives a brief overview on the developed e-marketing mix design from
the classic marketing mix. As it is the aim of this thesis to provide a market entry
concept for n.at the following chapters concentrate on distribution channels
(place/convenience) and communication (promotion), as product and price are

defined by the company and are not in the authors sphere of influence.

6.1 Key challenges of e-marketing in the digital age

As described in chapter 3.2.1 digitalisation left its traces in customer behaviour
and the way individuals interact and communicate among each other and with
companies. This sets particular challenges to a successful marketing mix in the
Digital Age. Customers move to the centre of attention, information accessibility
and availability increase the importance of reaching customers trough the right
channels, at the right time with the right message to trigger interaction. In order to
achieve that understanding and segmeting customers is important (cf. Hermes
2015, p. 44-45).
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In addition to behavioural segmentation approaches (chapter 5.2.2) the model of
online customer development can be used. The model underlines that customer®
online behaviour evolve after time, beside their mostly static elementary mind-set

based on experience, perception and attitude (cf. Meier/Stromer 2012, 103).

* Behaviour: passive use of offer, rather emotional than cognitive
Online Surfer participation, hopping from side to side
* Company task: attract attention, increase brand awareness

» Behaviour: attract trough dialogue offer and content, satisfying need for
Online Consumer information, visits site repeated
* Company task: hold customer, extend length of stay

* Behaviour: interacting with company, acts as customer and producer,
active exchange of experience with other customers, addresses individual
needs

* Company task: integrate into value chain process

Online Prosumer

* Behaviour: delicate customer group as site layout and funcionality are
Online Buyer assesed in detail, actually wants to buy
* Company task: build and strengthen trust, establish easy order process

* Behaviour: repeated purchases, key customer, less time intensive
decision making

* Company task: bind the customer to company trough customer loyalty
programs, extra offers efc.

Figure 21: Customer development model (own presentation)

Online Key Customer

6.1.1 Search behaviour and information presence

Customers in the Digital Age communicate with companies and seek for
information on a broad range of specific touch points such as corporate websites,
social media, blogs, classical channels like television, radio or through print media
(cf. Kreutzer 2016, p. 51). If customers are interested in a product, service or
company he or she actively seeks for information. The availability of search
engines transformed the searching behaviour long lasting. Google established the
AZer o Mo me ntheorgih 20T1r tryinghtaexplain how customers conduct a
research and to identify the crucial moment for companies to be present with

precise information in order to convert customer (cf. Lecinski 2011).

Stimulus First Second
Moment of Truth  Moment of Truth
A (Shelf) (Experience)
i
Which becomes the

next person’s ZMOT

Figure 22: Zero moment of truth scheme by Lecinski (based on Lecinski 2011)
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To be present at the ZMOT the company is forced to identify the preferred
channels customers use to gain information. Generally customers conducts
several sources to satisfy the need for information. These do not have to be
inevitable company created sources, more often customers consult channels and
content which are user created (blogs, product review sites, social media etc.) for
honest, independent information based on real experiences. For this reason, it is
particularly important to create positive consumer opinions through excellent
service delivery, which in turn are made public in social channels and

recommendation media (cf. Kreutzer 2016, p. 93).

6.1.2 The new customer decision journey

Identifying and hitting the moment of truth does not only play a role in customer
acquisition, but also in customer development and retention. Primarily it is
important to understand the journey a customer undertakes from the first purchase
decision until repurchase and loyalty. McKinsey developed the customer decision
journey in 2009, which describes the ideal journey of decision-making (cf. Court et
al. 2009). According to a study of Ernst & Young (2012) brand loyalty is constantly
decreasing due to digitalisation (cf. Ernst & Young 2012, p. 8). Thus the classical
view on the decision journey of McKinsey seems to be incomplete. Greenberg and
Kates stated the new consumer journey in 2014 based on the consideration that
purchase decision are driven by one critical moment, which is generally influenced
by digital media (cf. Greenberg/Kates 2014, p.13):

Active evaluation

Loyalty loop
Initial-
consideration

Moment

of

set purchase

Postpurchase experience

from McKinsey

Figure 23: Customer decision journey by McKinsey/Greenberg/Kates (McKinsey 2009 /
Greenberg/Kates 2014, p. 13)
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Non-Loyalty: Both first-time buyers and customers that were dissatisfied with a
previous purchase and now seeking for alternatives need to go trough a research
process to receive enough information and to make a good decision. This
information seeking process is mainly driven and influenced by digital and
traditional marketing channels that culminate into a single value proposition (cf.
Greenberg/Kates 2014, p. 13).

Blind-Loyalty: Costumers entering the blind loyalty loop have limited information
resources either due to lack of access or absolute brand loyalty and do only leave
this loop if they get disappointed. Thus companies should strive to get all
customers into this loyalty position through quality products, excellent customer

service and a wholesome brand experience (cf. Greenberg/Kates 2014, p. 14).

Quasi-Loyalty: The influence of digital information density triggers a phenomenon
called quasi-loyalty. Costumers are happy with the last purchase, but still may be
distracted and swayed to switch the brand and try another product. In prior times
satisfied consumers would have swapped automatically into the blind-loyalty loop,
today these costumers experience the critical moment or ZMOT renewed
independent to prior experience and knowledge status. The outcome of this
moment is driven by information the consumer receives, either positive or
negative. These statements show just how important it is for a company to be
present not only with new consumers at the ZMOT, but also to secure existing
customers over and over again (cf. Greenberg/Kates 2014, p. 14).

6.2 E-Distribution

E-distribution describes the exertion of value creating activities within the
distribution value chain on an electronic basis. The distribution of services and
products could be either conducted on electronic or physical way. The aim of
distribution management is to create an optimal distribution chain to meet
customer expectations regarding time, place, quality and quantity (cf. Wirtz 2016,
p. 420). Distribution is also a crucial factor that has to be considered in foreign
market entries, especially the initial setup and the implementation of market
specific requirements (cf. Kotabe/Helsen 2014, p. 128).
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A part of distribution are various distribution channels, which allow indirect sales or
in the purest form even direct digital delivery of product and services (cf.
Heinemann 2009, p. 40). E-distribution provides a wide range of opportunities but

also not negligible risks. Great potential is mainly given by the possibility of

generating additional value for the customer in form of innovative services along
the e-distribution chain trough technology (cf. Wirtz 2016, p. 434):

Information and
communication

Financing and
Payment

Product presentation Product supply

fElectronic fISearch Engines fiOrder Tracking fReal-Time fNewsletter
catalogues TFAQ Service Information fBulletin Bords
findividual Shops TE-Mail 1 Same day 124/7 Service TE-Mail
1 Avatars delivery fAvatars

Figure 24: Online value enriched distribution chain (own presentation)

The company can facilitate the selection of a product through rating and
recommendation systems, allowing the user to exchange ideas with others, thus
increasing the sense of security and supporting (cf. Wirtz 2016, p. 434). Or
establishing order tracking or notification systems to increase transparency in
product supply. Additionally individualized advice and real-time service tools such
as a live chat can be offered to decrease disadvantages of physical distance (cf.
Heinemann 2009, p. 41).

6.2.1 International opportunities and challenges of e-distribution

E-commerce leads to a ubiquitous availability of products and services for
customers and companies, as geographical distance disappears. The global reach
confronts distribution with major challenges in physical product transportation.
Especially when the company decides on centralised warehousing, delivery and
return processes might get complex and costly. The international company is
heavily dependent on local infrastructure and availability of delivery services (cf.
Meier/Stormer 2012, p. 159-160). Beside physical good transportation
international selling channels are facing multiple law regulations and mandatory
country specific deviations in channel design and usability, which increase

complexity compared to domestic distribution (cf. Turban 2006, p. 8)
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6.2.2 Classification of e-distribution concepts

In principle, two different e-distribution concepts are available:

Manufacturer Manufacturer Manufacturer
Wholesale
|
Retail Retail

Indirect Sales

Figure 25: Direct and indirect sales by Wirtz (based on Wirtz 2008, p. 25)

Either producers sell directly to the customer without intermediaries (direct sales),
or interact with partners such as retailers or wholesalers (indirect sales). An
indirect sales concept offers the opportunity to present a product among an
accompanying assortment to increase customer attraction and sales potential (cf.
Wirtz 2008, p. 23-25). E-commerce retailers can be located in both strategies,
direct and indirect distribution simultaneous, through own shopping platforms and
as sales partners in e-marketplaces. This strategy enlarges the sales network, the
cumulated reach and is also a probate method to push sales when entering a
market (cf. Stallmann/Wegner 2014, p. 222).

In e-commerce the growing trend of vertical integration (forward and backward)
can be observed, due to the marginal pressure of aggressive distribution forms
such as outlets or discount retailers (cf. Schneider/Busch 2012, p. 44). In
backward integration companies like Amazon start out as a pure retailer, with
increasing sales data and knowledge they begin to select and produce top sellers
under own trademarks to increase margins. In forward integration manufacturers

state their own online sales channel (cf. Heinemann 2009, 75).

52



6.2.3 Online distribution channels
To sell products or services to the customer mainly two platforms can be
distinguished:

Figure 26: Distribution channels (own presentation)

E-Shop

An e-shop, also described as online shop or web shop is the digital presence of a
manufacturer or retailer to sell products or services online. The operator of the
shop is responsible for processing operative and strategic tasks such as
maintenance, delivery, payment transactions and customer care. Parts of this
process chain can be outsourced to third parties due to efficiency, service level,
cost or know how reasons (cf. Bachle 2010, p. 95). Within the past years several
new forms of e-shops and e-marketplaces arose, such as online auction platforms
(Ebay), customer-to-customer platforms (DaWanda) or shopping clubs (Limango,
Brand4Friends). Especially shopping clubs are on the advance, current studies
state that growth rates of 40% can expected within the next 2 years. The big seven
(Amazon Buy VIP, Brands4Friends, Zalando Lounge, Limango, Vente-privée, Best
Secret, Westwing) exceeded 735 million Euro turnover in Germany 2015 (cf.
Rosch 2015).

E-Marketplace

An e-marketplace is a virtual platform to connect participants electronically 7 days
a week, 24 hours a day and 365 days a year without ever demanding physical
presence. The marketplace operator is not only a provider of virtual space, but
also offers companies comprehensive accompanying services. The product setting
company can benefit from existing awareness and trust of the consumer in the
marketplace, as well as adequate service levels within the shop. Thus an e-
marketplace can be a cheap opportunity for companies to provide their products
online, also within internationalisation strategies (cf. Kollmann 2016, p. 458).
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6.2.4 International adaptation of distribution channels

Despite lower efforts and barriers to go abroad, still foreign markets request an
alteration of distribution channels to meet country specific requirements (cf.
Stallmann/Wegner 2014, p. 282). E-commerce companies often tend to transfer
the domestic online shop concept to the foreign country with low capital
expenditure (cf. Steireif/Rieker/Buckle 2015, p. 542).

Nevertheless, country-specific requirements in language, design and usability,
payment and distribution must be considered and integrated in the entire
distribution chain before entering a new market. Beside local preferences, also
established standards of pacemaker companies should be taken into account (cf.
Steireif/Rieker/Buckle 2015, p. 542). The following checklist states examples for
necessary adaptations along the value chain in order to provide a holistic and

country specific customer approach:

Language - Does the language have to be adapted?
Domain - Which domain strategy should be chosen (multi domain, subdomain, single domain)

Design and - Which colours, symbols or signs are used differently in the target country?
Online Shop Layout - Do design preferences exist?

Address - Is the registration and checkout sufficient for new address requirements?

structure - Do we have to verify the customer address?

Units and sizes - Does the size chart differ in the foreign country?

- Which search engines are used most in the foreign country?
- Which keywords are used most?
Analysis - How do foreign customers behave in terms of click rates, average resting time...
- From which storage will the new market be serviced?
- How long is the geographical distance that has to be bridged?
- Is the integration of an external partner needed?
. - Are there legal requirements regarding packaging?
. Packaging . . )
Logistics - Which sizes does the delivery partner handle?
- Which delivery partners are available?
- How is the pricing for transport?
Return - Do returns have to be accepted and in which time frame?
management - What is the average return rate and duration regarding geographic distance?
Payment and - Which payment methods are used in the target country?
fraud - Are payment service providers available?
prevention - Which forms of credit worthiness checks are allowed?
IT - Does the current shop software provide options for adaptation?
infrastructure - Are the security tools and actions sufficient?
Terms and - What legal restrictions are valid?
conditions - What minimum requirements have to be considered?
- Which language has to be spoken in customer service?
Contact options| - Is the integration of external partners necessary?
- Which channels are preferred to get in touch?

WEELEIWSEN Search engines
and search

Storage and
picking

Delivery

Customer
Care

Figure 9: Necessary adaptations for internationalisation (based on Stallmann/Wegner 2014, p. 51)
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6.2.5 Success factors for e-distribution channels

Companies with international ambitions have to reassess existing distribution
concepts towards their quality and success, also if those are running successfully
for longer periods in the domestic market. It provides the opportunity to start from
scratch, include country specifics adaptations as well as eliminating mistakes or
inadequacies. Heinemann establishes three success factors, which can assist as a
checklist if reference standards are met (cf. Heinemann 2014, p. 114):

Shop-attraction and Service and search System and supply
selling-proposition solution chain excellence
Attraction marketing and Speed and level of -
customer-value orientation automisation Speed and efficiency
Differantiiating factors Usability and navigation Scalability
E-brand USP, brand pull Pre- and after sales service Streamlined processes

Figure 27: Success factors for e-distribution channels (own presentation)

Shop attraction and selling proposition

In general e-brands should fulfil three crucial legalities: relevance, differentiation
and credibility. Successful business concepts develop a clear homogenous
brand positioning through all areas (shop presentation, assortment, price etc.). An
extraordinary shop-attraction can only be achieved with a holistic approach instead
of single, uncoordinated actions. For example, the brand positioning must also be
reflected in the assortment. Products, which do not correspond to the positioning,
should not be offered, as otherwise a diffuse brand image will be generated for the
customer (cf. Heinemann 2014, p. 114-125).

Apart from product design and product presentation, it is important to provide
added value. Especially if the company offers comparable products, additional
benefit might be the decisive purchase criterion. E-commerce companies must pay
attention to so-called killer differentiation factors such as a sufficient wide and
depth of product range at a good price-performance ratio, in order to avoid serious
disadvantages compared to the competition. If all those factors are achieved the
brand creates a pull effect and a substantial differentiation from competitive offers
(cf. Heinemann 2014, p. 114-125).
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Service and search solution

The main reason for customers to buy online is reduction of temporal and financial
resources. Therefore an accurate and efficient functionality of the online shop
is a key performance indicator. Search functionality is already relevant in
external search media, such as Google (ZMOT chapter 6.1.1), rather than only in
t he ¢ o m@nbne $hops The customer should immediately reach the desired
content, in both internal and external media. In principle the shop operator has to
pay attention to a total usability (cf. Posch 2015, p. 17). Since time is an essential
factor for online purchase, the shop operator should wave memory-intensive
graphics, videos and audio files and offer more, process shortening gimmicks
such as quick checkouts instead (cf. Kollmann 2014, p. 170). The customer must
be able to deposit queries and complaints through his favourite channel in order to
achieve a successful overall impression. Customer feedback functions, such as
ratings or customer interaction platforms, can also support this (cf. Heinemann
2014, p. 147-159).

System and supply chain excellence

In order to be successful as an online shop, the operator must pay attention to
efficient, fast and above all customer-oriented supply chain processes. In addition
to the general internationalisation capability of an online shop, a high degree of
automation must be ensured, which guarantees fast and efficient processes for
the customer and the company. Business usually expands faster in online trade
than in classical trade forms, due to the naturally broad reach of an online shop.
Therefore the company has to reassure sufficient capacity and scalability to be
adaptable to different traffic levels and circumstances (cf. Heinemann 2014, p.
175-180).

6.3 E-Communication

A significant part of a market entry concept is the design and formulation of
suitable communication strategies to attract the target group efficiently. When
entering a market not only the initial setup to state a specific image of the band is
important, communication activities always have to be planned on a medium to
long-term basis (cf. Kotabe/Helsen 2014, p. 426).

56



6.3.1 E-communication instruments
Communication strategies primarily consist out of three major decisions, after

defining overall objectives in the target market (cf. Chaffey 2014, p. 437):

Which channels are

Who is the customer? suitable to reach the
customer?

Figure 28: Decisions in communication strategies (own presentation)

1. Who is the customer?

The first question a company hast to answer is who is the customer that has to be
addressed through relevant channels with specific content and which motives
drive him (cf. Chaffey 2014, p. 437). Within the chapter 5.2.2 the author already
described various possibilities for e-commerce companies to segment customers
on base of behaviour. The study of Brown et al. narrowed down to four online
shopping club relevant types serves as an example (cf. Brown/Pope/Voges 2003,
p. 1677-1680) to describe customer specific motives according to the belonging

behavioural segment:

Personalising shoppers

*mainly attracted by one-to-one approaches, as = price oriented
they like to be treated individually +take high efforts in product search to find the
» strongly seek for customer loyalty programmes, best deal
closed customised offers, additional services + primarily attracted via price, special offers,
and comprehensive product information closed and limited sales as well as discounts
Involved and convenience-oriented,
recreational shoppers
»social targeting and the societing can attract the * places the criterion price, comfort and pleasure
community-oriented customer the highest value !
»creating a sense of community can be achieved +aims to get cheap offers in a comfortable way
by encouraging participation through all kind of without having to search or browse

interactive media (social media, chats)

Figure 29: Customer motives (own presentation)

2. Which channels have to be approached?

The accelerating progress of technology increased possibilities for companies to
communicate with target groups. As customers tend to prefer multiple channels at
once, companies are obligated to serve a multitude of channels to ensure the
customer receives the message. Greenberg and Kates state the new digital

paradigm, which illustrates this phenomenon (cf. Greenberg/Kates 2014, p. 4-5):
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F00000000000000000000000000000000000M
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E-Mail Marketing

Online Advertis

Figure 30: The new digital paradigm (based on Greenberg/Kates 2014, p. 6)

Due to the centric position of the customer, former push marketing approaches are
not convenient anymore (cf. Hanser 2014, p. 42). Customers want to decide which
information they access trough which channel and when. Rather than pushing
information, companies are obligated to guarantee that customers can access
information and actively participate in the information exchange process to
contribute additional content (cf. GfK 2016, p. 88-91).

3. Which content has to be communicated?

Digital media channels provide the opportunity to develop deep connections with
customers and to use loyal ones for spreading messages into communities (cf.
Schnoor 2016, p. 16-17). The key success criterion is to create genuine added
value by encouraging and contributing dialogue and further reach commitment of
participants with products and the brand. This satisfies the desire for the
community and the experience-based information exchange of the Age of You
shaped customers (cf. Nistad 2013, p. 120).

Nevertheless the company has to bear in mind that various target groups respond
better to specific contents than others (cf. Avery/Fournier/Wittenbrager 2014, p.
76). The following message content oriented on the segmentation approach of
Brown for online shopping clubs serves as example (chapter 5.2.2) to address

specific customers successfully:
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Personalising shoppers

+ mainly attracted by one-to-one approaches, as «price oriented
they like to be treated individually -take high efforts in product search to find the

= strongly seek for customer loyalty programmes, best deal
closed customised offers, additional services « primarily attracted via price, special offers,
and comprehensive product information closed and limited sales as well as discounts

Involved and convenience-oriented,
recreational shoppers

»social targeting and the societing can attract the *places the criterion price, comfort and pleasure
community-oriented customer the highest value ‘

s creating a sense of community can be achieved *aims to get cheap offers in a comfortable way
by encouraging participation through all kind of without having to search or browse

interactive media (social media, chats)

Figure 31: Examples for probate messages (own presentation)

6.3.2 Defining the e-communication roadmap

If a company defined the target group and is aware of its communication
preferences, the communication roadmap is settled. In e-commerce numerous
channels are available to approach the defined target segment. The company has
to be aware of the major advantages and disadvantages, as well as cost
intensiveness when deciding on specific (cf. Chaffey 2014, p. 526). Whether all
available communication channels are selected directly at the market entry
depends on the budget of the entering company (cf. Stallmann/Wegner 2014, p.
268). A brief overview of available channels is listed below:

Advantage Disadvantage

- advertisings options might be limited due to
site Cl or product promotion

- highly targeted and high cost control - relatively costly in competitive sectors

- extended reach trough content network - complexity of changes to ranking

- identifying relevant influencers and partners
is time consuming

- already existing channel

- relatively low costs

- attracting online influencers expands - need for monitoring comments on third-party
community driven recommendation network sites

- payment by results - initial costs to affiliate networks for set-up

- long-term co-branding arrangements are - may increase awareness, not immediately
possible sales

- main goal is to achieve visitors - response rates in banner advertising decline
- customers are overwhelmed constantly

- push medium, user can hardly ignore in inbox |- requires opt-in

- used for direct response links - hardly usable for customer acquisition

- reaches a high number at low costs - risks for brand damages are given

- influencers have significant impact on audience |- difficult to create powerful viral messages

in social networks and concepts

- highly attractive for creating communities and
reach influencers

- offer two way communication to customers - pure open media, nothing can be hidden
- cost intensive

- high scattering losses

- reaction of participants not influenceable

- larger reach than online techniques

Table 10: Channels advantages and disadvantages (own presentation)
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After deciding on content and channels the company has to state operative
objectives to examine the success (examples can be found in chapter 5.3). The
final step of an e-communication roadmap is to set up an accurate overview of the
sequence of activities within various channels and a cost forecast. A probate
visualisation tool might be a calendric checklist or a Gant chart to plan and view all

tactical tools for a defined period (cf. Chaffey et al. 2006, p. 157).

6.3.3 Assessing e-communication effectiveness

Since a general controlling concept for the market entry is beyond the scope of
this thesis, this chapter will just give a brief overview on measuring effectiveness
of divers communication channels to assist the previous decision for an e-

communication roadmap.

Budget Preparation

Determining a budget is the basic framework for an effective marketing control
system that may give important feedback for a necessary reformulation of the
marketing plan (cf. Hollensen 2014, p. 659). When establishing an e-
communication roadmap the company has to decide on the capital spent. Different
approaches allocate the communication budget as a percentage of turnover or
profit, competitor or internal resource oriented (cf. Becker 2013, p. 773). As SMEs
tend to operate with limited financial resources budget planning might orientate
more on internal means (cf. Grining/Morschett 2012, p. 84). The company
entering a foreign market has to deal in the first stages of business only with
customer acquisition. Acquisition activities tend to be more investment intensive

than approaching existing customers (cf. Kreutzer 2015, p. 152).

Controlling

The controlling of e-communication activities includes performance indicators for
operational management and financial ratios for measuring the efficiency of e-
marketing. In addition, qualitative indicators can be added which are primarily
concerned on control of positioning and branding targets (cf. Bauer/Hopf/Greve
2012, p. 168). The following listed key performance indicators (KPIs) can be used
to measure the effectiveness of communication activities beside overall objectives

like market share, turnover or total amount of sales:
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Quantitative KPI's

The ROAI offers multiple application possibilities thus can be used as a cross-
channel KPI to measure the entire e-communication strategy performance.
CLV is used to measure customer profitability along the customer lifecycle.
This indicator can also be used across all channels.

The reach is usually measured in thousands of unigue visitors. A more
sophisticated measure would be reach (%) or online audience share.

This KPI shows how many approached visitors convert to an outcome such as
clicking on specific links, entering a side or an account.

CPC refers to a specific tool, such as banner advertising or Google AdWords.
CPA does not set the pure click in relation as in CPC, it is more precisely
since costs are related to concrete actions (sales).

Qualitative KPI's
Qualitative measure to draw assumptions towards customer behaviour and
thereof derived advertising adaptation.

Branding metrics are relevant for interactive advertising to measure brand
awareness, ad recall etc.

Table 11: Examples for KPIs (based on Chaffey et al. 2006, p. 367)

6.3.4 Success factors for e-communication

Companies with international ambitions have to establish a communication
concept for the foreign market, orientated on market conditions, target customers
and budget. Also for e-communication central success factors can be derived in

order to guarantee a successful e-communication strategy:

Social targeting and Scale oriented customisation Suplement and support
societing and personalisation media strategy

Market segmentation and

target marketing Mass-customisation Omni channel communication
Community based marketing . o

and brand management One-to-one marketing Cross media linkage

Social media and social Personalizsed advice and

linking value presentation

Figure 32: Success factor for e-communication (own presentation)

Social targeting and societing

Social targeting or societing plays a crucial role especially in closed shopping
communities (cf. Schreiber 2010, p. 14-17). As stated in chapter 3.5.1 customers
increasingly participate in communication with companies and other customers
through bipolar communication platforms such as social media (Facebook, Twitter
etc.). The potential to involve a customer is very far-reaching. Successful online
companies integrate customer feedback for example regarding sizes to avoid
returns (cf. Haug/Kuper 2010, p. 116-118).
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In many cases, customers are also integrated into advertising and marketing
campaigns to achieve higher credibility, identification of the target group with the
ad or reach (cf. Haug/Kuper 2010, p. 116-118). Another key success factor in e-
communication is the community-based brand management, which is highly
relevant for closed online shopping clubs, due to the extensive emotional bond
and the centric feeling of community within this business model (cf. Schreiber
2010, p. 14-17). Community based brand management focuses on two
dimensions, the intra community force (ICF) and the brands community force
(BCF). ICF describes the interaction within a group and BCF the interaction of
companies with a group. The interconnection can be divided into four levels (cf.
Heinemann 2014, p. 139-140):

ABrand loyalty is moderate at that stage, it is

Brand plrEssies important to attract the awareness of customers

AThe first tendnecy of a community feeling arises,
Brand preferencce purchases are still benefit-oriented and
opportunistic

ACustomers are joining the community and actively
speak of their membership to others, altough other
brands are still an option

AAt this stage customers are totally loyal, commit
strongly to the community and interact frequently

Brand prominence

Figure 33: Interconnection levels (own presentation)

Scale oriented customisation and personalisation
The customer in the Digital Age requests specific and personalised approaches
Closed online shopping communities offer a wide range of possibilities regarding
individual offers. Companies in that business model should take the advantage
and establish closed special sales, individual prices or personal discount levels (cf.
Schreiber 2010, p. 14-15). Beside individualising products, prices and offers
companies should consider the possibility of one-to-one marketing approaches.
The segmentation level of one enables approaching customers only with highly
personalised content, thus the marketing message is more effective than
standardised or roughly segmented campaigns. To establish a sufficient one-to-
one marketing companies have to collect and analyse customer behaviour and
trigger constant interaction, which allow a dynamic profiling of the customer (cf.
Posch 2016, p. 16-17).
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Supplement and support media strategy

Online users tend to enter diverse media channels to communicate, get
information or purchase simultaneously, thereof it is of centric importance to
consider all channels and their interlinking when approaching customers. It might
be relevant for online companies to deal also with offline channels, although the
online channel remains the central lead generator. It is important that the company
knows about the weighting usage of the channels by customer and adapts the
advertising planning accordingly. It makes no sense to penetrate channels, which
are not used by the target group and oversee others, which are the main way of

communication or receiving information.
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7 Graphical resume of the theoretical section

As a resume the below stated graphical overview has been developed. It declares influence factors of digitalisation on e-market
conditions; meeting SME preconditions resulting in theoretical based recommendations and concepts for market entry strategies.
Out of these findings the market entry concept for n.at shall be derived within the practical section.

Technological, behavioural and economic influence factor Market Enfry Strategies
Infrastructure, Selection of Strategic Step 1: Checklist First Maover/
Culture, Legal STP strategy Operational Step2: Value Fast Follower
PESTEL Benefit Analysis SprinklerfWaterfall
Porter, Value
Chain, SWOT
Preconditions - - -
for SMEs Marketing Mix Design
» . onflict of
Preconditions in e- Objective
Narkets : ; i ) I N
markets ghﬂp aﬂracdtlon ang Selllltng proposition Scale oriented customisation and personalisation
ervice and searcn solution Social targeting and societing
System and supply chain excellence Supplementand support media strategy

~_= —~_= ~_ =

Market Entry Concept for n.at

Internal Analysis
Further

Recomm.
External Analysis

Controlling
(Recommendations and Measures)

Figure 34: Graphical summary of theoretical sections (own presentation)
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8 Market research

To build a sufficient basis for the market entry concept of n.at entering the CZ
market a secondary and primary research will be conducted. The following
chapters give an overview on research methods, both primary and secondary,
defined research objectives and research questions, the research method and
instruments for the primary analysis, the sample group definition and last the
analysis method that will be chosen in order to cluster and interpret the expert

interviews.

8.1 Secondary research

Within the secondary research the author will investigate relevant information
regarding external, country specific factors, such as competition, environment,
customer and company internal factors. The following figure gives an overview on

relevant themes that will be examined within the secondary research:

Macro Economy

Size, growth, market dynamics

+ Current online strategy
+ Company objectives

* NDI pillar score

Market structure

GDP/GNP
Market power of suppliers

Geographical

Infrastructure

Political/legal .

Micro Economy

Industry structure

Politic stability
Data protection
Legal restrictions

Entry barriers
Capital intensity

Customers

Buying behaviour
Per capita income
Purchase power
Price sensitivity
Purchasing volume
Online affinity

Competition

Market shares

Existing competition

New entrants and entry barriers
Substitutes

« Strength/Weaknesses of online
strategy

+ Operational readiness for
internationalisation

+ Differentiation potential
« Community potential
+ Brand potential

« Company internal capital
structure

* Financial back-ups
* Liquidity

+ Assortment / differentiation
potential

* Price/Quality

+ Additional Services

* Process excellence
+ Qutsourcing potential

+ Operational readiness for
internationalisation

Figure 35: Secondary research (own presentation)

Selected data fields are partly literature recommended, as well as topic specific
data, which was identified within the theoretical section for SMEs entering foreign
e-markets with shopping club concepts. As demonstrated in the figure the main
findings will be combined within a SWOT analysis to identify opportunities and

threats n.at will have to focus on.
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8.2 Primary research

The primary research will be conducted to complete the main findings of the
theoretical section and secondary analysis. Questions that could not be answered
in those chapters will be questioned in the primary research. The design of the

research is declared in the next chapters and stated in the following figure:

Preliminary Study

election of

Identification of e h esearch method,
information deficits )] ( instrument and
S sample

Figure 36: Research design and process (own presentation)

8.2.1 Identified information deficits

The identification of the information deficits resulting out of the research and
evaluation of available theoretical contents in various literature is the first step that
has to be conducted when formulating a research design. The definition of the
information deficit aids to formulate specific research questions that have to be
asked in order to reach a specific research target (cf. Glaser/Laudel 2010, p.66).

The following table gives an overview on the centric research deficits out of the

theoretical, preliminary research the author has conducted:

Information deficits

The author stated available methods, approaches and criteria to
segment and target a specific market as well as to position the company
and the products. The author was not able to identify the most suitable
STP concept for the CZ market out of the available literature.

Choice of entry  In chapter 5.4 and 5.5 the author stated general available entry modes
mode and timing and timing strategies for companies entering foreign markets. Within the
chapter 5.4 and primary research the information deficit regarding specific

5.5 recommendations for the CZ market shall be closed.

STP chapter 5.2
Market

1 entry
strategies

Table 12: Information deficits (own presentation)
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Information deficits

Success factors for e-distribution and e-communication have been stated
Success factors by the author with the help of available literature. Recommendations are
a chapter6.2.5 generally and not adapted to specific market circumstances, thus the
and 6.3.4 success factors have to be evaluated regarding relevance and
significance for the CZ market.
Distribution and The author was not able to identify the most effective communication and
S distribution channels for the CZ market with the aid of specific literature.
communication L . . .
b As these insights are crucial for the set up of a successful marketing mix
channels chapter . . e ) -
in the CZ market, the author aims to close this information deficit with the
6.2.3 and 6.3.2 :
help of the primary research.
In the theoretical section three major barriers to e-business companies
when entering foreign markets are described. With the aid of the primary
research those factors have to be evaluated regarding completeness or if
other entrants might have experienced additional hampering factors, that
should be considered when entering the CZ market.
3 General One of the most crucial factors for SMEs is to identify quasi standards of
the foreign market to estimate differentiation potential and the investment
intensity in order to guarantee competitiveness and long-term
sustainability. The author was not able to identify experienced quasi
standards and investment intensity of CZ market entrants, thus this
information deficit has to be closed in the primary research.

E-business
barriers and
limitations
chapter 3.6

Entry barriers for
e-markets
chapter 4.1

Table 13: Information deficits (own presentation)

8.2.2 Research objective and questions

The research objective of this thesis is the development of a sufficient market
entry concept for n.at private online shopping club entering the CZ market. To be
able to create the market entry concept the author defined five research questions
to complete the previously defined information deficits and to evaluate the findings

of the theoretical section and the secondary analysis:

1. Market entry strategy
a. Which recommendations can be drawn towards the STP concept,
the choice of entry mode and timing for the CZ market (advantages,
disadvantages, obstacles, decision method)?
2. Marketing Mix design
a. To what extend are the defined success factors for distribution and
communication valid for the CZ market?
b. Which communication channels and distribution set-ups are most
effective for online shops in the CZ market?
3. General
a. Which limitations to e-business, as well as general obstacles and
hurdles have been experienced when entering the CZ market (legal,
political, infrastructure, customer behaviour)?
b. Which quasi standards can be identified in the CZ market and to

which extend does these influence capital intensity?
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8.2.3 Research method

In general market researches can be conducted either quantitative or qualitative.
Which method is chosen majorly depends on the research topic, the research
guestions and objectives that haven been formulated. Quantitative research
methods are representative and concentrate on the investigation of objective
circumstances, on basis of a representative sample of a whole. The qualitative
research instead focuses on subjective circumstances under use of psychological,
projective and associative methods. Research samples are mostly smaller than
200 cases each (cf. Koch 2012, p. 12). The previously defined research questions
on market entry request extensive expert knowledge, thus quantitative can be
excluded. The author defines the qualitative approach to be most suitable to
answer the specific research questions, thus this approach will be used in the

primary research.

8.2.4 Research instruments

Qualitative market researches can be conducted with the help of explorative
interviews (structural/standardised, open, narrative, problem centric, focussed, in
depth, expert, laddering or cultural/topical) or focus groups (cf. Fantapié/Altobelli
2011, p. 68). Focus groups or group discussions aim to receive a broad range of
different perspectives, opinions and ideas supported and enhanced by developing
group dynamics. Contrarily, in explorative interviews guestions are not precisely
defined beforehand only a rough conversation guideline is established. This helps
the interviewer to keep track within the conversation and to query the desired and
needed information. The respondent can contribute freely to defined themes and

release deeps insights into the topic (cf. Koch 2012, p. 19).

In order to gain matching and relevant information to create a market entry
concept for n.at entering the CZ market explorative expert interviews will be
used in the primary research as research instrument, because specific research
questions require explicit knowledge from the interview partners to answer the
questions sufficiently. Focus groups and within arising groups discussions might
be hindering for the information gathering process, especially if competitive
companies join together, thus this research instrument is not suitable for the

purpose of this thesis.
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8.2.5 Sample group and proceeding

After defining the research instruments the sample group has to be stated. As the
qualitative research operates with relatively small samples compered to the
guantitative research, results are not representative and rather present a focused
image on a specific topic (cf. Buber/Holzmuller 2009, p. 164) The most critical
aspect when setting a sample group for explorative expert interviews is defining
which special knowledge the respondents must have in order to be qualified as an
expert for the defined research questions (cf. Glaser/Laudel 2010, p.11). The

author of this thesis defined three relevant criteria that have to be met:

1. Attended or executed a B2C
market entry in CZ

3. Operates in e-commerce

Figure 37: Sample group (own presentation)

To receive a wide range of opinions and insights, companies and interview
partners from different industry sectors have been chosen. The author aims to
execute 15 expert interviews. Table 14 gives an overview on already defined
interview partners, companies and size and industry sectors that have been
selected considering previously stated selection criteria. It was of major
importance for the selection of appropriate interview partners that the price range
of the goods offered is relatively on the same level, thus premium or luxury

segments have been excluded.
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Nr. of

. Company Interview partner Industry Based in
employees
(i E\VVOKO Teutrine Fulfillment Munich/Prague |6
YAl Blancheporte disclosed Fashion Paris approx. 90
K CEMOD Peter Wagnr Fulfillment Prague 70
3 \World Sellers Jean-Louis Lalyoux Fulfillment Paris 70
Sl Infoscore disclosed Fulfillment Vienna approx. 500
Gl \Westwing Bernd Michl Furniture Munich approx. 1500
[@ll Nicehsops Roland Fink Various/Fulfillment |Feldbach 70
3 Julius Meinl disclosed Food & Bevarge |Vienna approx. 550
Il Hewlett Packard |disclosed Technic Prague approx. 50.000
(ol Klingel disclosed Fashion Pforzheim approx. 2500
(W Studio Moderna |disclosed Fashion Prague approx. 200
I8 Intersport disclosed Sports & Fashion [Bern approx. 67.000
(W CU Consultants |Hagen Sames Fulfillment Munich 35
IEH Transcom Thomas Hampf Fulfilment Luxemburg approx. 29.00
15 [OLs] disclosed Various Hamburg approx. 4500

Table 14: Interview partners (own presentation)

8.2.6 Method of data analysis

After executing the fieldwork the researched statements of the interview partners
have to be analysed to categorize the findings. For this purpose generated audio
data has to be transcribed. The transcribed content can be examined with the aid
of a qualitative content analysis. In literature the summarised, the explicit and
the structuring content analysis are differentiated. In the summary method the text
is reduced step by step to its core statements, in the explicit method uncertain
texts passages are reviewed on plausibility through context. In structuring methods
the text is analysed either by content, by formal criteria, by typecasting or by

ordinal expressions (scales) (cf. Mayring/Brunner 2009, p. 674).

Within this thesis the interviews will first be summarised, second unclear text
passages will be validated through context if necessary and third categories with
ordinal expressions will be developed. In order to simplify the evaluation of the
interviews, the software MAXQDA is used in this master thesis for the qualitative

content analysis.
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8.3 Main findings of the expert interviews

The insights from the explorative expert interviews aim to support the development
of the final market entry concept for n.at entering the CZ market. For this purpose
15 selected experts have been interviewed via telephone or in person. The
following chapters declare the major results of the expert interviews to close

information deficits stated in chapter 8.2.1 and to gather additional market insights.

Information deficits

-business
barriers and
limitations

chapter 3.6

Success factors
chapter 6.2.5

. and 6.3.4
2 Marketing
Choice of entry Mix Distribution and
mode and timing communication
chapter 5.4 and channels chapter
5.5 6.2.3 and 6.3.2

=W STP chapter 5.2
Market

1 entry
strategies

3 General

Entry barriers for
e-markets
chapter 4.1

b

==

General market findings

Figure 38: Main findings presented on information deficits (own presentation)

8.3.1 Main findings on market entry strategies

la) STP strategies

It was not possible to identify a preferred segmentation approach. Few
interviewees do follow a lifestyle/behaviour-oriented approach in segmentation by
establishing own personas or using Euro-Socio Styles. Bigger companies with
high brand standards and extensive brand marketing invest in own segmentation
approaches (Westwing, Klingel), smaller companies focus on market leaders and
competition, to keep efforts and costs low. Three experts committed using the
approach of Brown et al. (chapter 5.2.2).

Beside behavioural segmentation the majority orientates on socio-demographic
characteristics (gender, age, family status, buying preferences). Great importance
is assessed to one-to-one segmentation combined with behavioural approaches,
in order to break down segments and address customers more precisely. A core
positioning strategy is defined as the centric framework for all actions set (cost
leader, quality leader e.g.) in new markets to preserve the overall brand image. If
markets do not match with the ¢ o mp a rstyafegy and positioning, they are
excluded beforehand (Westwing excludes markets with low purchase power).
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Companies stick to established positioning and branding strategies to keep
marketing expenses low and to not confuse customers. Few interviewees did refer
that slight adaptations within the assortment or communication channels and
messages are made, especially if the company serves a niche or the assortment is

strongly driven by local preferences (Westwing).

1b) Entry mode and timing decision

The total time frame from planning to the final execution of the market entry was
quite different in every company asked. Depending on the process structure und
necessary setups, the companies needed approximately 6 to 12 months. Previous
market selection concerns and processes are not considered. No company did
take investment partners on board to enter CZ, as capital requirements were
covered internal sufficiently. All interviewees admitted that, CZ obtains predictable
risks due to the convenient size of the market and the modest competitive
situation, thus CZ was often used as a test market for the entire CEE region.

14 out of 15 interview partners relied on external partners and process
professionals in fulfilment to speed up the entering process. The degree of
outsourcing was quite different, mostly logistic and customer care was handed
over. For the majority of interviewees outsourcing processes obtains crucial
strategic advantages. First local partners in CZ are considered to fill gaps in
lacking market knowledge and process excellence. Second the majority of
companies want to have minor value creation in the target market itself.
Companies evaluate a centric driven organisation as more competitive and
adaptable, rather than building up extensive local structures. Third local partners
contribute trust and proximity to customers, as Czechs like to buy and be served

from locals.

Most frequently companies entered CZ via direct export, internationalization was
largely modelled on the Waterfall Strategy for the first entries. After first foreign
successes most companies switched to the Sprinkler Strategy (Klingel, Westwing).
Companies with logistically difficult products approached geographically well
accessible markets first. Once extensive knowledge on the easier CEE markets
(Poland, Czech Republic, Hungary, Slovenia, Croatia) was built up, the companies

were heading to more challenging ones (Bulgaria, Bosnia, Romania).
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8.3.2 Main findings on marketing mix decisions

2a) Success factors in communication

Depending on the trade form supplement and support media strategies cope
different communication channels and are of different importance to the
companies. Still every interviewee rated the integration of all media channels into
a homogenous communication concept as the most important factor in
communication strategies. Agreement was reached on the importance of scale
oriented customisation and personalisation. Few interviewees did even
mention, that enabling a one-to-one approach is the only strategy to remain
competitive among the flood of messages customers receive every day. The
importance of social targeting and societing was rated quite different among the
participants. Nevertheless all interviewees identified a professional social media
presence and social linkage as a crucial component in the marketing mix. Few
interviewees experienced even a shift in effectiveness and budget spending from
SEA to social media, but also stated that measurability of social media is still quite
limited. Brand management was of major interest for nearly every expert
interviewed, only small companies with limited budget did not invest in concrete

brand marketing, instead focussed on a good listing in Google and Seznam.

2a) Success factors in distribution

The valuation of success factors in distribution was quite clear and homogeneous
among all interviewees. Despite the fact that CZ is still pacing ways behind leading
e-commerce markets like UK, the demand towards system and supply chain
excellence and service and search solution is of high standard. Czechs
demand high standard services in delivery and pre- and after sales service, as well
as in shop performance, usability and availability of payment forms. The majority
of companies even provide selectable delivery partners, to avoid dissatisfaction,
due to bad performance of various delivery partners in specific areas. The success
factor shop-attraction and selling proposition was rated differently. Every
expert asked defined differentiating factors as crucial to remain competitive, but
when comparing different USPO6s among
As in e-commerce a natural given competition on price exists, companies can only
distinguish from others with low transactional costs for the customer, easy to

access services, and an excellent overall impression.
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2b) Distribution and communication strategy

Distribution strategy

All companies operate at least in one or two CEE markets beside CZ. The major
opinion among all participants is, that foreign markets can only be addressed in
the right manner, if the entrant establishes own online shops with local domains,
adapted to language and local preferences. Only few experts consider combined
shops for micro markets (small markets with small potential) as a reasonable
strategy to save costs and minimize risks. The respondents were divided over
combinations of direct and indirect selling strategies through additional platforms
such as Amazon or Mall.cz. Companies with indirect selling strategies only offer
products with high margins on third platforms.

Interviewees confirmed that payment at delivery is the most requested payment
form in CZ, alternatively payment on account, credit card and PayPal is offered.
Besides establishing distribution channels, also delivery process and choice on
right delivery partners is important. The majority of experts asked addressed the
necessity to establish 2 to 3 distribution partners to enable customers to choose
the most suitable option. It is recommended to address leading companies first, in
order to offer the best service possible. The entrant should also exclude bulky
goods, when starting business, due to high complex processing. Delivery fees
range from medium levels 2-3 0 t o hi g-hd, eakl s cbmpa

delivery for minimum order levels or specific time frames.

Communication strategy

In general every interviewee related great importance to a clear, homogenous and
well defined target group setting and positioning. Based on this framework a
sufficient marketing concept shall be developed and executed. The choice on
communicaton c hannel s shall be derived of
preferences. Interviewees submitted, that companies with pure online strategies
should focus on online channels, rather than on cost intensive classic channels
(TV, radio or print media). Sufficient SEA investments in both search engines
(Google, Seznam), as well as a demanding social media presence and
customised newsletter campaigns are recommended. If the available marketing
investment is small, the company should stick to 2-3 relevant channels instead of

spreading the small capital over multiple channels with now effect.
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If a commitment to a certain communication strategy and communication channels
is made, the company should pursue it for minimum 6-12 months before adapting.
Frequent strategy changes make capital use inefficient and confuse customers.
The majority stated, that the main goal when entering a market is to introduce
brand and company to the customer and to acquire customers. No interviewee

could name any differences or obstacles in communication in CZ to DE or AT.

8.3.3 Mai findings on limitations to e-commerce and entry barriers

3a) E-business barriers and limitations

The majority of interviewees asked confirmed that language is an obstacle in CZ,
due to the variety of inverted commas and multiple interpretation possibilities if the
comma is set wrong. Language is a factor that can be overcome by the entrant, if
the company employs native speaking people to assist in translation of content,
but also in intercultural communication to business partners in CZ. The
interviewees could not identify concrete barriers in Internet access, as every
expert considers CZ as well developed e-commerce market. The majority of
interviewees remarked that the CZ Post has difficulties in delivering to specific
parts of CZ, thus an additional partner should be added to leave the choice to the
customer. Specific security and law barriers could not be located, the interviews
did recommend to make use of an local law firm to exclude all potential
uncertainties. In general all interviewees do consider the upcoming EU directive
and changes within as positive for cross border e-commerce trade in EU, but do
have doubts how fast and complete the directive will be implemented in every

country.

3b) Entry barriers for e-markets

The centric consideration in facing quasi-standards in CZ is to evaluate existing
standards of the entering company in the home market before heading to CZ. In
general an excellent service level in delivery, availability of goods, stability and
speed of online shop, sufficient pre- and after sales service in AT or DE meets
standards in CZ sufficiently. Beside quasi-standards also the competitive situation
is influencing investment intensities. As stated before the interviewees consider
CZ as strong improving e-commerce market, which also means competition is
increasing. Additionally two relevant search engines platforms double the

necessary investment in SEA, which the entrant has to bear in mind.
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8.4 Limitations of the research

Multiple companies asked did use internationalisation offices or fulfilment partners
to execute the entry, thus only few knowledge was internally available. Therefore
the sample group was rearranged to include also experts from fulfilment
companies or internationalisation agencies. This enabled the author to gather
concrete insights into CZ market and detailed information on marketing mix
concerns, entry barriers and the competitive situation. An additional limitation was
the mostly subjective evaluated success of specific marketing actions, which
leaves a wide scope for subjective interpretation. Only few interviewees were
willing to reveal company inside information such as total capital needed for the
market entry, investment partners or concrete data on break even
isolated/cumulated. In large companies multiple persons and departments are
integrated in a market entry project. As the interview was only held with one
person of the entire project group, deep insight knowledge on specific points could

not be gathered exactly in every case.
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9 Situation analysis

In the following chapters the target market will be analysed on base of secondary
sources. Listed figures and facts are gathered from renewed statistics and studies
published by the economic chamber of Austria, the World Economic Forum, the

World Trade Bank and diverse statistic institutes like GFK or Statista.
9.1 Analysis of macro economic factors

The analysis of macro economic factors is conducted on base of a PESTEL
analysis. The political situation in CZ was quite stable within the past 13 years
(political stability score of World Bank: CZ 0,96 1 AT 1,09) (cf. World Bank, 2015)
therefore this factor will not be examined, as well as environmental conditions, due
to topographic similarity between CZ and AT. As this thesis is describing
necessary considerations for a digital market entry, listed figures and statistics are

gathered and oriented around digital market facts.

Figure 39: PESTEL structure (own presentation)

9.1.1 Economic factors

N.at executed a comprehensive market selection process before deciding on
entering the CZ market. Nevertheless it is necessary to list market characteristics
in order to derive considerations for the market entry concept. Comparing CZ to
AT allows assumptions towards obligated strategy and process adaptations. The

following table gives a brief overview on the most important structural market facts:
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Market Structure (0¥ 4 AT

10.6 M 8.6 M
2,30% 13,40%
5,10% 5,70%
9,80% 6,20%
GDP real total BE 172,7 B€ 339,9
GDP real per capita €25.439 € 36.730
GDP real growth 2,20% 1,00%
Purchase power €7.313 € 22.067

Table 15: Market figures and statistics CZ and AT (own presentation)

CZ is slightly bigger than AT with 10.6 Million inhabitants, but faces higher poverty
rates and a smaller GDP per capita (cf. WKO, 2016). Especially low purchase
power is affecting strategic decisions of entrants in assortment and pricing
enormously (cf. Gfk, 2016). The CZ customer is able to spend three times less
than the AT, which decreases market potential. As high priced products might
attract limited and focused communities, the company should focus on low to
medium-priced products in order to address a broader target group. Beside lower
favouring economic factors, CZ is still a promising market, since GDP records
stable growth rates since 2010 (cf. EShop World, 2016).

The CZ e-commerce market has a turnover of 2.1 Billion Euros (2016) per year;
the annual growth is expected to be at 6,70%, which leads to an annual turnover in
2021 of 3.0 Billion Euros. The majority of interviewees did confirm, that CZ might
be the most strongly developing e-commerce market in CEE. Currently 55,90% of
Czechs are shopping online (cf. EShop World, 2016). To define the total market
potential of CZ for n.at the age structure of population has to be analysed.

Austria Czech Republic

60 and more 13,50% 60 and more 10,90% 14,60%

45-60 11,60% 45-60 9,80% 9,70%

30-45 10,00% 30-45 11,50%

15-30 8,80% 15-30 7,90%

under 15

6,90% under 15 7,40%

"Men = Women

"Men -~ Women

Figure 40: Population pyramid CZ and AT (own presentation)
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The n.at core target group ranges between 35 and 60 years in AT. 43,2% of the
CZ population correlates in this range (cf. WKO, 2016a). 63% of people in CZ
between 35 and 44 years shop online, between 45 and 54 years 46% and only
36% between 55 and 64 years only 30% (cf. Go Globe, 2016). As n.at pursues a
pure online strategy only people between 35 and 55 shall be considered as the
penetration of online shopping among older age groups is quite low. Additionally
also hindering and limiting factors for online consumption have to be subtracted:

10.6 Million people WKO 2016
3.54 Million people GfK 2016
-0.86 Million people Statista 2016
-0.45 Million people Statista 2016

Market Potential 2.23 Million people

Table 16: Market potential n.at in CZ (own presentation)

In 2016 10.6 million people lived in CZ, 3.54 million people are aged between 35
and 55 years. However not every person in CZ has access to the Internet and as
n.at wants to force a pure online strategy, 0.86 million people should be
subtracted. Additionally within older age groups the share of people without
Internet access grows exponentially. Moreover people below minimum living
standard shall be subtracted, as this group in society is not able to spend money
beside commodities (cf. EShop World, 2016). When considering n. at 6 s

group in a narrow sense, the market potential in the CZ equals 2.23 Million people.

9.1.2 Social factors
E-commerce penetration and consumer behaviour
CZ is a promising e-commerce market, due to a compact size, moderate
investment intensities, existing and stable online affinity and increasing numbers of
online customers. Competition is increasing, although big international companies
do not have a focus on CZ, due to market size and market specifics (cf. EShop
World, 2016). Within a study of Strauss and Frost 64% of CZ online costumers
stated shopping online is primarily favoured to access special offers and save
costs, 24% named time saving as crucial factor. Although online shopping is on
the advance, lacking trust in online services and websites is still a major hindering
reason. Local established businesses are trusted more than international,
especially if the brand or company is not known (cf. Strauss/Frost 2013, p. 83).
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A study of the Journal of Competitiveness in 2012 also confirms that statement.

The following figure shows fears addressed by participants of the survey when

shopping online. The majority named impossible product testing, problems with

reclamation and product returns and misuse of private information as reason when

avoiding online shopping (cf. Pilik 2102, p. 47):

distrust
300

others security

200

impossibility of personal

loss of privacy
consultation

misuse of private

roduct testing
P g information

problems with products

bad delivery return

problems with reclamation

e=g=3|| —m-—regularbuyers irregular buyers non-buvers

Figure 41: Fears in online shopping CZ (based on Pilik 2012, p. 47)

Hardly any e-commerce market in EU offers that high amount of local substitutes

to global services (seznam.cz/Google and aukro.cz/ Ebay) (cf. Strauss/Frost 2013,

p. 83). The CZ online customer creates an average revenue per year of 472,34

Euros, whereas AT online shopper contributes 841,36 Euros, which is a result of

higher repurchase rates and higher average spending per order (cf. Statista

2016e). Czechs tend to spend less and buy less often, prefer to buy fashion,

electronics and media products online. Proportionally, the fashion sector will grow
most from 693,7 Million Euros (2016) to 1.062,7 Million Euros (2021), directly
followed by furniture and household from 302,2 Million Euros (2016) to 593,4

Million Euros (2021) (cf. Statista 2016d).
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Furniture and Househald Toys, Hobly and DIY

Figure 42: Product categories bought online CZ and AT (own presentation)
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Online shop selection criteria

To assess the selection criteria online customers set for online shops in CZ the
author took again advantage of the study of the Journal of Competitiveness CZ.
The graphs below state the most assessed selection criteria of CZ customers

when choosing an online shop:

terms of delivery friends {word-of
verification from ang larit " maouth)
clarity and menu 1
domestic or ¥ 100
ternationa ; navigation
n - als, 200 2
participation in name and
5 i 50
Internet 100 address of the | ntermat
jati ~ other souroes ]
associations company, J5 discuseions
I
action time an 0
sales and delivery
Internet Czech
Termes
nternet mar ket
references graphic design brick-and-mortar

. official reviews
. shop visit
additional

SEMVIiCes

Figure 43: Selection criteria for online shops (based on Pilik 2012, p. 43-44)

CZ customers choose an online shop mainly based on clarity and menu
navigation, references and terms of delivery, sophisticated customers additionally
read discussions or online evaluations. The majority of interviewees did also
confirm, CZ customers demand several delivery options, as the CZ post is not best
performer in every part of CZ and does only deliver in specific time frames. The
majority of CZ online customers are between 16 and 44 years, thus working during
the day and t prefer to select alternative delivery services such as Messenger,
DPD, Gebruder Weiss, DHL or Rhenus Logistics. When selecting the online shop
the majority of customers trust on positive WOM (cf. Pilik 2012, p. 43-44).

Fulfilment preferences

74,1% of Czechs regularly use the Internet to gather information, 54% via mobile
devices (2016), prognosticated to grow to 68% by 2021. The AT customer uses
stationary devices preferably, however mobile devices are up-and-coming. 13% of
all online purchases are conducted via mobiles in AT, in CZ only 5% (cf. Go Globe
2016). 76% of CZ customers prefer after or at delivery payments methods, since
the trust level in online shops is quite low, especially if the brand is not well known.
Thus 38% pay at delivery, 29% at pickup and 9% on invoice. Only 13% prefer to
pay via credit card, 11% can be dedicated to various less broad spread payment

methods such as ecoPayz, paysafe card, and Mobiamo (cf. Go Globe 2016).
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Cultural Differences

Identifying cultural differences helps to understand motives, drivers and customer
behaviour to be considered in market entry strategies. As stated in chapter 3.5.3
the 6D Model of Hofstede is applied.

9 74
70 70
63
57 55 58 57 60
29
11

Power Individualism Masculinity Uncertainty Long Term Indulgence
Distance Avoidance Orientation

® Austria Czech Republic

Figure 44: Hofstede CZ vs. AT (based on Hofstede 2016)

The bar chart displays the scores of AT and CZ in comparison. Power distance
describes the attitude of the society towards inequalities. CZ has a relatively high
score, thus society is strongly hierarchical oriented. People generally accept an
order within society, which influences business making in CZ enormously (cf.
Hofstede 2016). As various interviews committed, CZ people like to do business
between same hierarchical levels. For example if an important deal has to be
closed, top-management from requesting company meets with top management

from offering company.

Individualism defines whether individuals define themselves and their self-image
by oneself or by belonging to a group. AT and CZ can be defined as individualistic
cultures. The general life goal is self-fulfilment rather than contributing to a greater
whole. Due to increasing wealth in both societies and extending technical
opportunities self-fulfilment is often achieved by rampant consumerism and
strengt heni-culjure,tab definédntere driver in the Age of You (see
chapter 3.5.1). Approaching individualistic cultures online can be achieved through
creating challenges (artificial shortage, competitions), motivate action and

personal achievement (cf. Hofstede 2016).
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The dimension masculinity defines whether societies are success driven (high
score) or social oriented (low score). CZ is a masculine society, where people
work and live to perform and follow their ambitions (cf. Hofstede 2016). Work
intensive societies also pace ways for convenient e-commerce, since the average
amount of working hours are quite high (AT 42,9 hours per week, CZ 41,8 hours
per week) (cf. Statista 2016f). Uncertainty avoidance describes how people are
dealing with uncertainty of the future, which influences security and stability
concerns. CZ is a high scorer, which is also reflected in security concerns
regarding online shopping (cf. Hofstede 2016). Czechs tend to rely on known an

existing ways of shopping products or services (cf. Strauss/Frost 2016, p. 83).

High score countries in long-term orientation show strong tendencies in being
pragmatic when saving, investing and perseverance in achieving results, which
strongly influences consumption and buying behaviour. This is of special interest,
when income levels and purchasing power is quite low in the target country.
People tend to save money left, rather than spending it. Higher long-term

orientated countries are also less vulnerable to frequent impulse purchases.

The fundamental issue with the dimension indulgence is how infants are
socialized and to which extend the society is capable of controlling their impulses
and desires on base of underlying early childhood development. CZ is generally
not indulgent; people tend to refrain from addressing and following their wishes
and desires directly. The CZ society does even have tendency to cynicism and
pessimism. This pattern can be observed in several countries of the old Eastern
bloc (cf. Hofstede 2016).

9.1.3 Technological factors

E-readiness of CZ

When entering a market with a pure online distribution concept, the e-readiness is
assessed. The World Economic Forum publishes an annual study, the NRI
(Networked Readiness Framework), which documents the e-readiness for every
country in the world. As described in chapter 3.6.2 the analysis is conducted on
base of six drivers and two impact factors. The graphs below show the results of
CZ and AT in 2016 (cf. World Economic Forum 2016):
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Figure 45: E-Readiness of countries (based on World Economic Forum 2016)

1 Affordability: Most Czechs address affordability of an Internet access as
the greatest hindering reason to go online. Mobile cellular tariffs are three
times more expensive in CZ than in AT (CZ 0,3%$/minute, AT 0,1%/minute),
fixed broadband Internet tariffs are 20% more expensive than in AT, which
is a result of the lacking competition in the telecommunication sector in the
Czech Republic (cf. World Economic Forum 2016).

1 Political and Regulatory Environment: Especially the legal framework in
CZ is far behind AT. This can be an advantage, as many areas of the online
business are not yet clearly defined and rules on costumer protection are
more flexible, but it can also lead to considerable disadvantages. The
legislator still orients very much on traditional trade in directives and
regulations, thus new digital products and services have a long and difficult
way to market. The respondents of the study have also criticized efficiency
and effectiveness of responsible authorities, which are strongly influenced
by politics (cf. World Economic Forum 2016).

9.1.4 Infrastructural factors

Despite the internal setup in distribution policy, especially external, not
influenceable conditions in the target market are of particular interest for the
entrant. Infrastructural circumstances to consider are logistic, network of
transport, as well as Internet access possibilities and usage of the population
(cf. Stallmann/Wegner 2014, p. 282).
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Logistic and network of transport

The logistic performance index, derived of an annual survey examined by the
World Bank provides information on the infrastructure, logistic and fulfilment
performance. The following table shows scorings of CZ and AT in 2016 to define

challenges n.at would have to face in the new target market (cf. World Bank 2016)

Logistic
Performance
Score

Austria 4.1 4,08 4,18 4,36 4,37
Czech Republic 3,67 3,36 3,65 3,84 3,94
Degree of Fulfillment CZ vs. AT 89,51%

Table 17: Logistic performance score (own presentation)

Indicators for logistical challenges in a target country include, population
settlement structure, geographic division, access to road networks and other
means of transport. These factors influence performance of distribution companies
in logistic competence, tracking & tracing and timeliness. In CZ 73% of the
population resides in urban areas, which are easy to reach (AT 66%).
Infrastructure outside urban areas is not completely developed, which makes
parcel transports to countryside more difficult (CZ 3.36 points-35™ place, AT 4.08
points-12™ place). In logistic competence CZ is far behind AT (AT 4", cz 25"
place), which can be lead back to improvable logistic service providers and offered
services. Also timeliness and tracking & tracing possibilities range behind AT and
influence the service level offered. Same day delivery, 24 hour delivery or delivery
of bulky goods, as well as exact forward delivery requires tight and exact service
fulfilment (cf. World Bank 2016).

Internet access and usage

In CZ 81,30% have access to the Internet in general, thereof around 80% with
broadband access. As described in chapter 9.1.2 Czechs tend to use the Internet
for information seeking and exchange between users (cf. Statista 2016d). 65% of
people, who have access to the Internet, enter it daily (cf. Statista 2017b). In CZ
about 43% (AT 83%) of the population is represented on a social platform. Beside
well-known international platforms such as Facebook and Twitter the national
provider seznam.cz is relevant. The platform does not only offer interactive user
exchange possibilities, more important it is the second most relevant search
engine in CZ with a market share of 12,66% (cf. Statista 2017c).
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9.1.5 Legal factors

For e-commerce companies the data protection and the distance selling act is of
major interest. On 24 May 2016 the uniform EU directive on data protection on the
Internet is getting into force and shall be applied by every member state until 25
May 2018. The new directive offers extensive protection on personal data provided
and spread via Internet and uniformity in legal regards across the entire EU. Until
the directive will be applied in every member state, companies entering CZ will
have to deal with national laws and high differences between target and home
country (cf. European Commission 2016). A concrete description of the legal

situation in CZ requires expert knowledge and is beyond of this thesis.

9.2 Analysis of micro economic factors

Beside macro economic factors also micro economic factors have to be analysed,
as these influence market structure and competitive situation directly. The author

of the thesisusesPor t er 6s five forces tot analy

9.2.1 Existing, direct competition

Similar e-distribution concepts to n.at online shopping club are defined as direct
competitors. In CZ only three shopping clubs operate by 2016: Westwing, Amazon
Buy VIP and Magic Outlet, whereas Amazon Buy VIP is only shipping to CZ, but
d o e s n 0 t nohliaevpeeseace in CZ. The two remaining competitors with local
presence are analysed with regard to mentioned success factors in e-distribution

and e-communication mentioned in chapter 6.2.5 and 6.3.4.
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Company
description

Assortment

Price level

Logistics

Westwing

wWww.westwing.cz

WW is present in CZ since 2014 and offers furniture and home accessories in closed
online sales limited to a certain time period. As WW serves a niche the expansion to
other countries beside DE and AT was just a logical step. WW also launched a
permanent online shop called WestwingNow beside the online shopping club, available
in DE, AT and CH (expansion to CEE is planned). The target group of WW are primarily
women (80%), with high repurchase rates in community of 70%.

1 adapted to local needs and tastes
91 furniture, home textile, household goods, accessories, decoration

1 medium to high
1 strong focus on quality products and brands

Distribution concept:

1 only direct, no other platforms are served

Delivery:

1 pre-sell concept, orders to suppliers are placed when sale campaign is closed
1 delivery 2-4 weeks, depending on supplier, duration clearly stated at the PDS
Delivery partners and costs:

1 DHL and Rhenus Logistics

1  Customer is able chose own delivery partner

1 59 CZK (2,18 EUR) delivery service fee

1 690 CZK (25,54 EUR) delivery fee per bulky article

Returns:

1 free of charge for customer, within 30 days

Shop attraction and selling proposition

Online Shop

Communication

WW focuses on clear messages to develop a unique brand position. The positioning is
uniform in every country to keep marketing expanses low. The brand has a strong pull
effect, which results in excellent repurchase numbers (70%).

Service and search solution

Usability and navigation: The website is set up uniform in every country and responsive,
additionally apps for Android and Apple are offered. Usability is quite high along all
process steps and sub sites.

Pre- and after sales service: Contact information is clearly stated, free service lines and
daily support from 9 to 17 is available. Additionally a FAQ section is available.

System and supply chain excellence

The online shop is efficient and fast, the entire web presence is driven to excellent
usability. Problems exist with the delivery process, as different articles have different
delivery times. This results in multiple parcels and deliveries for the customer. On
different feedback platforms WW is primarily charged for lacking delivery service,
damaged products in delivery and a lacking customer service.

Communication Channels

- Online: online shop, social media (Facebook), banner advertising, SEO/SEA,
newsletter

- Offline: TV, Radio, magazines and newspapers

Social targeting and societing

WW is strongly community oriented and focuses on individual advertising and community
driven approaches. WW has 20.361 followers on Facebook and an active targeting
strategy with three status updates per day for different topics and styles.

Scale orientation and personalisation
WW does adapt newsletters to personal buying preferences, not on a one-to-one basis,
rather to previous orders, specific topics or product categories. As every sale assortment
is quite focused, the company always communicates all available sales, but lists most
matching ones in newsletters at the top.

Supplement and support media strategy

Around the market entry in 2014 the company invested highly in marketing. After the
initial communication strategy, WW primarily focused on online channels, as static offline
channels to do not offer the opportunity to trigger specific sale offers efficiently.

Table 18: Westwing (own presentation)
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URL
Company
description |

Assortment

Price level

Logistics

Online Shop

Communica
tion

Magic Outlet

www.magic-outlet.cz

Magic Outlet is owned by the UK company Factcool Ltd. and only operates in CZ. The
company is on the market since 2010 and offers sports brand products.

textiles and shoes for women, men and kids

primarily low to medium priced brand products

strong focus on sports brands like Everlast or Nike

primarily oriented on young peoplebds nee

all articles are with min. 30% discount and max. 80% discount

istribution concept:
only direct, no other platforms are served
operate multichannel with one store in L
elivery:
MO has every item on stock, orders are dealt and shipped on the same day, additionally
the customer has the option to pick up the parcel at the storeinL er venT Kos't
1 MO has strict regulations regarding not picked parcels when ordering via cash at
delivery, they even close the customer account for a while, if the customer is not taking
the parcel and charge fees for the delivery process
Delivery partners and costs:
1 CZPost, PPL
1  Customer is not able to choose delivery partner
1 Until 700 CZK (25 EUR) order value 75 CZK (2,78 EUR) delivery costs, above for free,
delivered in 24h
Returns:
1 returns are accepted within 14 days, the website offers no information if returns are free
I 1  the customer is obligated to download and print the return form

1
1
1
1
1
I 1  low to medium price range
D
1
1
D
1

Shop attraction and selling proposition

MO communicates primarily on price they do not invest in brand advertisings. The company
does not really create a brand pull, rather customers are drawn towards the site with
aggressive price levels. There was no information available about repurchase rates.

Service and search solution

Usability and navigation: The website of MO is not responsive and no app is available. The
general usability of the site is very good, all process steps have a clear and understandable
design. MO offers only one payment method (cash at delivery), which is a clear
disadvantage.

Pre- and after sales service:

The company offers a FAQ section on their website and contact possibilities via phone and
mail. The customer care is available on working days from 08 to 16. The FAQ section is not
extensive informative, a lot of questions remain open.

System and supply chain excellence

MO is clearly focussed on aggressive price levels and does not offer any additional services
to the customer, such as selectable distribution partners or different payment methods.
Additionally no extra offers or discounts are available for newsletter registration.

Communication Channels
- Online: online shop, social media (Facebook), banner advertising, newsletter
- Offline: Billboard, radio and flyers

Social targeting and societing

MO has a social media presence on Facebook with 10.618 followers, interacts 4 times a day
with new product posts, always communicating special discounts. The primarily focus in
communication is on communicating concrete products and offers.

Scale orientation and personalisation
The company does not adapt newsletters or mailings to customer 6 s buyi ng
customers are approached uniform.

Supplement and support media strategy

MO sends out flyers on a regularly basis and uses billboard advertising to attract customers.
The entire marketing set-up is focussed on clear product advertising rather than brand
advertising.

Table 19: Magic Outlet (own presentation)

88




9.2.2 Analysis of substitutes

Beside direct competition it is crucial to also know and analyse indirect competitors and substitutes, as these might also compete
on price, which is the major USP of online shopping clubs beside exclusivity, artificial shortage and sense of community and
belonging. Substitutes are categorised in online and offline competing substitutes and are analysed on base of assortment, price

level and additional costs (delivery), follower statistic and additional services offered.

Table 20: Analysis of substitutes (own presentation)
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