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SIMON KUCHER & PARTNERS
Strategy & Marketing Consultants

Consulting in:

• Strategy
• Marketing
• Value-to-Customer and Pricing
• E-Commerce 
• Economic M&A support
• Implementation

Industries:

• Retail
• Telecommunications
• Automotive, Transport
• Chemicals
• Services/Finance
• Energy
• High Tech (Hardware/Software)
• Industrial goods / Mechanical engineering
• Consumer goods
• Pharmaceuticals

Regional:

Projects worldwide
Focus on Europe and the USA (Projects in 30 countries)

Size:

160 Employees

Visit us on the World Wide Web: http://www.simon-kucher.com
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SIMON KUCHER & PARTNERS
Strategy & Marketing Consultants

Simon Kucher & Partners has a unique combination of skills and experience.

• Knowledge of numerous industries

• Marketing know-how combined with 
analytical expertise (value to customer, 
conjoint measurement, decision support 
model, …)

• Far-sighted strategies

• Ability to translate technically complex 
solutions into viable market products

• Independent project work

• Closeness to the customer

Project results characterised by:

• Concrete action recommendations

• Creative concepts

• Practical solutions

can be directly implemented
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E-Commerce and Marketing-Mix
What is the impact of E-Commerce on the Marketing Mix? 

Place/
Distribution Promotion

Marketing-Mix

Products/
Services

Price

Consistency within the mix is very important
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Both the actual product offering and services related to it play a 
crucial role in Internet

The ChallengeThe Challenge

• The product offering is determined by the needs of 
the target group and by technical feasibility

• Product related services in the Internet differ 
fundamentally from bricks and mortar services. The 
critical factors are often logistics services and 
telephone support. Additional services can offer the 
customer additional value. 

• Process related services must be conceived such that 
selection, ordering, payment and delivery are in 
accordance with the customer’s wishes. 

• Complementary services supplement the basic 
offering, thus providing customers with a simple 
solution to their problems.

ProductProduct
Complementary

services
Complementary

services
Process related

services
Process related

services

Product related
services

Product related
services

•Bricks and mortar concepts are not systematically transferable when implementing an 
Internet business strategy

•Products and services must be adapted to meet customers’ expectations
•The value proposition or ROI of planned solutions must be evaluated
•On the Internet, partnerships are necessary in order to meet customer expectations

•Bricks and mortar concepts are not systematically transferable when implementing an 
Internet business strategy

•Products and services must be adapted to meet customers’ expectations
•The value proposition or ROI of planned solutions must be evaluated
•On the Internet, partnerships are necessary in order to meet customer expectations
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Internet enables to develop customised products ... and prices

The Internet makes it easy for consumers to develop customised products 
such as made-to-order computers.  It also opens the door, however, to 
pricing customised to the consumer’s willingness to pay.

Data useful to design new 
products/enhance existing 
products.

Data useful for estimating the 
customer’s willingness to pay 
and thereby develop customer-
specific optimal price

Answers to direct questions 
about consumer’s preferences, 
buying habits and other 
characteristics

Indirectly gathered information 
about the purchaser:
- Pages viewed at site
- IP address of purchaser
- “Cookie” information from 

other sites visited
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Example : McGraw-Hill.com - mass customisation
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The Internet dramatically reduces the cost of 
information and communication
The Internet dramatically reduces the cost of 
information and communication

1 • Price comparisons are simple
• The level of information available to customers and 

competitors is increasing

The Internet knows no geographical borders and will 
soon connect the entire developed world
The Internet knows no geographical borders and will 
soon connect the entire developed world

2 • Traditional or regional price differentiation is very 
difficult

• Conflicts between distribution channels

Communication in the Internet can flow in both 
directions
Communication in the Internet can flow in both 
directions

3 • Interaction between manufacturer and customer is   
possible

• Bundling of demand

Web sites are easy to create and can be maintained at 
relatively low cost
Web sites are easy to create and can be maintained at 
relatively low cost

4 • Rapid implementation of price changes
• Price control

The Internet is governed by a speed of events which 
vastly surpasses the speed of “everyday” life
The Internet is governed by a speed of events which 
vastly surpasses the speed of “everyday” life

5
• Possibility of realtime pricing

Pricing complexity in the Internet
Five characteristics specific to the Internet are crucial to understanding the pricing opportunties 
offered by the Internet and to the selection of an Internet pricing strategy
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Internet enables price transparency for the Web shopper ...

The ease of information gathering on the Internet increases the power of 
consumers, making it difficult for sellers to maintain substantial price 
differences not related to product value.

Price differences unrelated 
to value are considerably 
more difficult to sustain!

Quick access to price lists

Information sharing among 
consumers in virtual 
communities

Shop Bots

Ease of finding alternative 
suppliers

Benefits for web shoppers: Pricing problem for the seller
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… and price transparency for curious competitors

The ease of information gathering on the Internet also increases the 
ability of competitors to keep tabs on your pricing.

Just as consumers can use the Internet to track your prices, so can the competition.  
If you lower your price to grab market share, the competition can react quickly and 
lower its price as well.  This results in the paradox:

The Internet makes the price a more effective 
weapon

(due to increased customer price sensitivity),

but the Internet also makes the price a less useful weapon.
(due to decreased competitor reaction time).

If you have smart competitors the Internet can be a price stabiliser !
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Information/price transparency
– Asymmetric interests
– not confined to price

Price clarity and timeliness (e.g. Cisco)
Price differences will be more difficult to persist
Customer-driven pricing (Priceline.com):

– Exploitation of individual willingness to pay
– Total differentiation (one-to-one pricing)
– Total intransparency

Segmentation according to history/behaviour
Auctions: The eclipse of active pricing

Characteristics of Internet pricing
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Value
based 
pricing

Value
based 
pricing

The complexity of the entire price determination process will increase dramatically.The complexity of the entire price determination process will increase dramatically.

Customer 
oriented price 
differentiation

Customer 
oriented price 
differentiation

Price 
differentiation 

based on 
time/geography

Price 
differentiation 

based on 
time/geography

Price 
bundling

Price 
bundling

Non-
linear 

Pricing

Non-
linear 

Pricing

Product life 
cycle related 

price changes 

Product life 
cycle related 

price changes 

Shopping
robots

Shopping
robots

Group 
purchasing

Group 
purchasing

Bidding
sites

Bidding
sites

“Top down“
“Bottom up“ 

auctions

“Top down“
“Bottom up“ 

auctions
Floating 

price models
Floating 

price models
Price 

agencies
Price 

agencies
“Bulletin 
board“

“Bulletin 
board“

Traditional

New

Successful pricing on Internet can be based on a number of new 
strategies
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Virtual Shop/Catalogues are the classical E-Commerce sales 
platform

Basically, they are nothing more than an online version of a normal store or catalogue (e.g. 
www.barnesandnoble.com, www.otto.de, www.gap.com) 

With virtual shops/catalogues, the actual transaction forms can be either a „normal“ order or a 
combination of other forms, such as the ones described in this presentation (e.g. auctions, group 
purchasing). Shops that have a broad, diversified product offer are also similar to electronic 
shopping centers

Electronic shopping centers (“malls”) are nothing more than a group of online shops that usually 
have no connection with one another except that they can be reached through a common 
website/portal. The target groups are usually small customers, i.e. private customers, and small to 
mid-size companies. They can find all the products they are interested in one shopping center at 
one central location

A fixed price is always characteristic of electronic shopping centers. There is no dynamic pricing
(unless a company combines the shop with group purchase, for example)  

“Classic“ Web Shop are mainly a new channel for acquisition with usually 
fixed prices and no dynamic/interactive pricing
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Group purchasing / Power shopping
With group purchasing/power shopping, the marketplace bundles individual customers of a 
product together and is able to obtain attractive volume discounts for the group. 

Exa
mple

Service providers 
present selected 
products (and possible 
discounts)

Volume discounts are 
granted when a 
predefined number of 
customers is reached 
(„Best Price“)

Potential customers can 
place their demand for 
further 
products/auctions

Risks : conflicts with manufacturers if  maximum discount is too high
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Price agencies/Shopping robots enable automated price 
comparison 

No real transaction, but 
excellent possibility for 
customers to collect 
information concerning 
prices and 
sellers/marketplaces

Neutral service, enhancing 
customer information, help 
to decide where customers 
want to make their purchase

The next generation of 
shopping robots will be able 
to take customer preferences 
and concrete product 
features into consideration.

Exa
mple
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Auctions are driven by two main factors : a supplier who wants to achieve the highest 
possible price and a customer who wants to pay the lowest possible price

Internet has turned auctions into a form of trading for the masses since everyone around the world 
with Internet access can participate (ex.: ebay.com or iBazar.fr). Costs are sharply reduced for both 
the supplier and customer

Auctions are becoming more popular in both the B2C and B2B sectors (according to some 
estimations, there are a couple thousand auction sites on the Internet). 

Auctions are very flexible and can award contracts in different ways :
-Not the highest, but the second highest bidder wins the tender
-Not only the highest, but also the 10 (12, 15 etc.) highest bidders each win a tender (if greater 
quantities of a product are auctioned off and a sufficient number of bidders is on hand)

- In total, there are a few dozen different kinds of auctions

Auctions are ideal for efficiently distributing limited resources, thereby obtaining prices that reflect 
the scarcity of the product
Auctions are also effective PR instruments. Only a limited number of products are auctioned off. 
Auctions are not so much used as a real sales form, but, more than anything, to gain attention on a 
broad level (ex.: airlines auctioning off cheap tickets to popular destinations).
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number of
bidders

€ 20 
costs

profit with
uniform price

100
“lost profit”

80

€ 60 € 100 willingness-to-pay

Auctions are an ideal strategy for exhausting the maximum 
willingness to pay of the customers

Bidder 3
Bidder 2

Bidder 1

Profit optimisation : From rectangle to triangle !

Advantage for the seller when multiple buyer/ single seller situation : competition among potential 
buyers leads to higher prices
Disadvantage for the seller when single buyer/ multiple seller situation : competition among potential 
sellers leads to lower prices 
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Dutch auctions allow the supplier to set a starting price that is 
reduced little by little until a customer buys

Dutch auctions are the exact opposite of normal auctions. As with normal auctions, Dutch 
auctions are a very good instrument for exhausting the individual willingness-to-pay of the 
customers. 

Auction 
(bottom-up)

Dutch Auction
(top-down)

starting price

bid

starting price
(given by the seller)

Bid (first customer who reacts)

Example : www.sixt.com

Automated lowering
of the price

Advantage for the seller: high pressure on customers

Usually they pay more than they wanted to
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Reverse auctions enable companies to bid on jobs/projects that 
have been put out for tender

They can improve on these bids depending on the amount the competition offers. This method 
also allows for dynamic pricing.

Typical Course of a Reverse Auction with a Request for Bids

• Company X calls for bids in marketplace Y. 
• Y pre-selects potential contractors that are then allowed to make a bid.
• During a pre-set time span (usually only 2-3 hours), X and the potential 

contractors go online and „meet one another“ at Y. 
• The potential contractors anonymously make their offers. All other participants 

are able to see all other (anonymous) bids.
• A potential contractor’s own offer can be “improved on” depending on amount 

and structure of the competitors’ offers. 
• When the time deadline has run out, X decides on one of the bids. It does not 

necessarily have select the cheapest, but can take other factors such as delivery 
time etc. into consideration.

1

2

3

4

5

6
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Bidding /RFQ* /Bid request sites
These kinds of sites allow customers to describe their need for a certain product or service in the 
form of a bid request. Interested parties may then make a bid. If only one party shows interest, this 
can be a very static process. That is why the reverse auction is often used as a form of 
transaction. In reality, these two forms of trade are very difficult to separate. 

Client Contractor/Bidder

• High price-cutting potential

• Very reasonably priced bid
process

• Process not time consuming

• Very transparent

+

+

+

• Access to more bids/customers

• Better chance to exhaust cost 
advantages

• Due to the pre-selection of 
contractors through the marketplace 
operator, no resources are wasted on 
bid requests that don‘t stand a 
chance

• Process not too time consuming

+

+

+

+

* Request for Quote

+
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Customer - driven pricing
In contrast to the usual procedure, customer-driven pricing allows the customer to determine how 
much he/she is willing to pay for a product. The company must then decide if it is willing to sell at 
that price. 

Customer-driven 
pricing (e.g. 

priceline.com)

Differentiation and 
yield management 

(e.g. british-
airways.com)

Catalogue pricing
(e.g. amazon.com)

Dynamic

Static

Degree of 
individualization

Internet Pricing Models

Seller-dominated

Buyer-dominated!

Shrinking margins?!
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Competitive position 
relative to providers 
with comparable 
products or services

Price determination 
process

Creation of products 
or services with a 
high perceived 
customer value

Implemention of the 
pricing strategy

• Higher market transparency
• Better segmentation 

possibilities
• Customised production of 

products
• Reduced transportation 

costs

• Rapid gathering of 
competitive information

• Increased importance of 
competitive advantages 
(value proposition)

• Increased importance of 
establishing a brand

• Dynamic process (real time 
pricing)

• High level of price flexibility

• Constant monitoring and 
adjustment

• More complex and better 
price strategies possible

Effects of the Internet

All the pricing process is impacted by Internet
Effective pricing primarily consists of four seperate processes and interactions between the 
manufacturer and the customer. All four processes are affected by developments on the Internet.
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Key Success Factor and Limit Factor Logistics: "Promise to delivery!"

E-Logistics issues are often underestimated in E-commerce 
activities

Physical distribution problems :

Customers order within seconds...
BUT:

When will I deliver?

Christmas orders 1998 : 60% of orders were delivered in January !

Every additional hour of delivery time worsens the number of undeliverable (not 
accepted etc.) shipments

Inefficient logistics systems turn E-Commerce visions into nightmares.
Exploding Costs of delivery ↔↔↔↔ insufficient delivery services.
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Successful E-Commerce-Suppliers need fully integrated Front-
End-Back-End-Systems

„Catalogue on 
the Web“, 
product offerings
Customer 
Choice
Order

Front-End-System

Integration between front-end and back end?
online stock control
automated replenishment
inventory management
commissioning
expedition/dispatch, check of delivery 
addresses and credit-worthiness.

Back-End-System

Too much emphasis 
on product 

presentation

Online-
Ordering

?
A B C

x y z

Insufficient match between 
front-end, materials 

management, and e  fulfillment
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Key lessons for E-Commerce distribution

Never start your web shop without thinking about fulfilment of orders/logistics

Implement an efficient logistics information system

Integrate Front-End and Back-End-Systems

Make sure that customer orders can be delivered within 48 hours (maximum). The 

solution for the „last mile“ is key : time windows of one hour (within 24 hours) will 

become necessary

Check your competencies! Make use of specialised intermediaries, e.g., logistics 

service providers, to keep track with high demanding customer wishes and logistics 

costs

Face the opportunities of “digital distribution” (MP3, Video, Tickets, Insurances, ...)
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Channel implementation
Your online presence can very well complement what traditional retailers 
can/want to offer.

Use your direct online channels to :

 Sell hard-to-find items that few stores keep in stock, special-
order products and discontinued merchandise (i.e. 
cobraelectronics.com or salton-maxim.com (home products)

 Address low value customers 
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Distribution-related risks and opportunties

Deciding on a distribution approach requires a sound evaluation of opportunities and risks.

Alternative
distribution approach

Alternative
distribution approach

Single distribution channel
for new products

Single distribution channel
for new products

Single distribution channel
for all products

Single distribution channel
for all products

Oppor-
tunities:

Definition:

Pr
od

uc
t

ex
is

tin
g

ne
w

traditional Internet

1

2 3

4

+ Expansion of market
+ Reduction of transaction costs
+ Management of retail network
+ Product differentiation

– Possible conflicts between 
distribution channels

– Cannibalisation effects
– Complexity

The Internet is used as an alternative
or selective distribution channel for 
existing and new products.

– Limited product offering
– Limited Market (on-line-customers)
– No personal (customer) relationship
– Conflict with retailers

Distribution Channel

Pr
od

uc
t ne

w

traditional Internet

2

4

3

+ Low transaction costs
+ Control over the distribution channel
+ Flexibility (Price/Product/etc.)

The Internet is used as a distribution 
channel exclusively for new products.

– Limited product offering
– Limited market (on-line-customers)
– No personal customer relationship

Distribution Channel

Pr
od

uc
t ne

w

traditional Internet

1

2

4

+ Reduction in transaction costs
+ Control over the distribution channel
+ Flexibility (Price/Product/etc.)

Traditional distribution channels are 
given up entirely. All Products are 
sold exclusively via the Internet.

Risks:

ex
is

tin
g

ex
is

tin
g

3

1

Distribution Channel
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Channel evaluation and management

The basis for effective channel management is thorough segmentation. The following questions 
should be posed with respect to the ensueing channel evaluation.

What strategic purpose do the distribution 
channels have currently and what role should they 
play in the future?

What strategic purpose do the distribution 
channels have currently and what role should they 
play in the future?

11

Do the distribution channels used really serve the 
same customer segments?
Do the distribution channels used really serve the 
same customer segments?

22

Do the distribution channels compete with or 
profit from one another?
Do the distribution channels compete with or 
profit from one another?

33

Are the shrinking sales of one channel really the 
result of growing sales in another distribution 
channel?

Are the shrinking sales of one channel really the 
result of growing sales in another distribution 
channel?

44

Do shrinking sales in one distribtion channel 
neccessarily reduce the manufacturer’s profits?
Do shrinking sales in one distribtion channel 
neccessarily reduce the manufacturer’s profits?

55

Example: automobile industry
Restructuring the dealer network
Example: automobile industry
Restructuring the dealer network

Example: Coca Cola
Introduction of vending machines in Japan
Example: Coca Cola
Introduction of vending machines in Japan

Example: amazon.com vs. bricks and 
mortar book stores
Overall increase in book sales

Example: amazon.com vs. bricks and 
mortar book stores
Overall increase in book sales

Example:
Inefficiencies in traditional distribution 
channels

Example:
Inefficiencies in traditional distribution 
channels

Example: Bertelsmann
Bertelsmann-Club and bol.fr
Example: Bertelsmann
Bertelsmann-Club and bol.fr

Se
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n
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Scope of communication needs to be broadened

Phase 2:
Customisation/Customer Retention

Phase 2:
Customisation/Customer Retention

Media
Mass media (e.g. television)
Established distribution channels
Internet

Communication content
Basic information regarding 
product/service
Product/service USP

Communication goals
Create awareness of product among 
indentified target groups
Generate traffic
Reduce fear of contact

Methods
Mass communication
Consultation

Media
Mass media (e.g. television)
Established distribution channels
Internet

Communication content
Basic information regarding 
product/service
Product/service USP

Communication goals
Create awareness of product among 
indentified target groups
Generate traffic
Reduce fear of contact

Methods
Mass communication
Consultation

Phase 1:
New Customer Acquisition

Phase 1:
New Customer Acquisition

Media
Internet (email, newsletters, chat-room)

Communication content
Customer preferences
Selected product offering
Customer loyalty
Personalised communication

Communication goals
Increase value to customer

Methods
Database marketing
Introduction of a CRM system
One-to-one marketing
Customer loyalty program
Virtual communities

Media
Internet (email, newsletters, chat-room)

Communication content
Customer preferences
Selected product offering
Customer loyalty
Personalised communication

Communication goals
Increase value to customer

Methods
Database marketing
Introduction of a CRM system
One-to-one marketing
Customer loyalty program
Virtual communities

Internet is full of relatively unknown products and services. The increasing transparency facilitated by 
the Internet makes customer retention as important as generating first-time buyers

Communication is needed not only in acquisition phases, but equally in retention phases
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33.0%

18.0%

49.0%

As e-retailing moves through the retail life cycle, marketing activities must shift from the current 
focus on customer acquisition and brand awareness to customer retention.

Customer retention is becoming more important

Source: PriceWaterhouseCoopers

Allocation of E-retailers'
Ad/Marketing/PR Budget 2000

Allocation of E-retailers'
Ad/Marketing/PR Budget 2003

Customer 
Acquisition

Customer 
Retention

Brand
Awareness

Source: SKP Estimation

Customer 
Retention

Brand
AwarenessCustomer 

Acquisition

20.0%

45.0%

35.0%
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The Internet offers the possibility to make use of highly individualized/customized communication. 

One-on-One communication opportunities

Retailer checks
purchase history

and inventory
Database Inventory (warehouse, 

supplier, local store)

Produces 
customized front 

web page (products, 
prices, conditions)

Purchase decision

customer 
goes 

online

Enhancing buying 
probability

exploiting individual 
willingness to pay

Use information to launch 
direct marketing actions 
through Internet
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Example : Mazda.com - Learning about your customer
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Multichannel Retailer

Bricks 1 Bricks 2 Catalog Clicks Etc.

Try to make use of...
Pricing differentials and promotions (e.g. direct customers to lower cost channels)
Segment-specific delivery times and methods (e.g. ship or order & pick up)
Customer differentiation (e.g. who gets priority shipment?)
Databases for all channels
Systems integration

Manage product 
fulfillment across all 

channels simultaneously

Summary I: accept the challenges for your business
In the new economy the traditional rules still apply : price, availability, product quality and service 
remain the mileposts.
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E-Commerce has a strong impact on the marketing mix
All elements of the mix have to face considerable new challenges but also : expanding 
possibilities

Summary II : E-Commerce and marketing mix

Price

Place /
Distribution

Promotion

Growing complexity caused by built-to-order, better opportunities to meet 
market demands

Extremely demanding challenges for pricing policy
Not all possibilities/pricing mechanisms will lead to growing profits 
Price transparency for customers and competition

Identify the adequate channel strategy
Logistics system need highest efficiency and have to meet growing customer 
needs. Think about outsourcing

The Web offers great opportunities to exploit all possibilities of 
one-to-one-marketing and databased marketing
Make use of the information the customer gives to you

Product


