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Abstract

This research investigates use of the internet for marketing purposes amongst firms

within the South Australian 'Wine Industry. The thesis explores the benefits that are

created through this internet use. The relationship between internet use for marketing and

the benefits realised is then measured using multiple regression analysis. This research is

intended to have a strong practical orientation and to identify a lucid, practical framework

that firms can use to integrate the internet into their overall marketing activity.

Much of the academic literature on internet marketing centres around descriptions of the

medium itself and hypothetical discussion of what the internet 'could' deliver for

business. This research examines the actual internet use for marketing purposes by

firms. The approach taken offers practical insight and highlights what may be stages of

internet adoption for marketing activity. The activity based approach of internet

marketing is extended in the investigation of Competitive Benefit. The notion of

Competitive Benefit presented here may go some to way to assisting firms come to terms

with the rather abstract nature of Competitive Advantage. Furthermore, it seeks to

develop a framework for practical use of the internet for marketing purposes. It also

illustrates the commercial benefits that arise from this new area of business strategy and

marketing.



The research is a cross-sectional study of the South Australian Wine Industry, with the

scope to extend into longitudinal research. The literature review provided the

background for initial interviews used to investigate internet use and the benefits realised.

The knowledge developed in this exploration drove the design of the survey instrument.

Data was then collected through a self-administered mail survey of 800 firms, including

(i) wineries, (ii) distributors, (iii) trade customers and (iv) suppliers. Examining these

four groups as a value system enabled measurement of the use of the internet to

administer and coordinate marketing activity.

Hypotheses were tested which identified four stages of internet adoption for marketing

activity. It was found that time was not related to the extent of internet use nor to the

creation of Competitive Benefits for the firm. In fact, it is the way the internet is used

that generates Competitive Benefit. In the internet enabled economy, the framework

presented may represent a planning model for business activity as well as a basis for

further research. Separate use of the internet is likely to be just a brief evolutionary step

in the conduct of business and implementation of marketing activity. Its full competitive

value will steadily emerge from full integration with the business as a whole.



Chapter 1- Overview

1.1 Introduction

This chapter presents the research question that is the focus of the thesis. It then briefly

describes the purpose, rationale and method. The chapter then gives an outline of the

thesis, chapter by chapter to give an overview of how this research is organised and

presented.

1.2 Research Problem and Questions

How are firms within the South Australian Wine Industry using the internet for marketing

purposes, what benefits are created through this use and what is the relationship between

internet use for marketing and the benefits realised?

The specific research questions of this research are -

1. How are businesses in the South Australian Wine Industry using the internet

for marketing purposes ?

2. What benefits are realised for these firms through their use of the internet for

marketing purposes?

3. What is the relationship between usage of the internet for marketing purposes

by firms in the South Australian Wine Industry and competitive benefits

realised?

4. Can a practical framework for integration of use of the internet into marketing

activities in the industry be established (and defended)?
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1.3 Research Purpose

This research is intended to have a strong practical orientation. The purpose of this

research is to identify a lucid, practical framework that firms can use to integrate the

internet into their overall marketing activity. The method used in this research is driven

by the purpose of the research. Zaltman (1997) and Zink.}.'am et al (1990) suggest

feasibility is ultimately a success factor in ensuring marketing research contributes to the

development of knowledge for marketing practitioners and academics alike. Shah et al

(1994) stated that research in the marketing discipline has to be useful in order to be of

any value. This research seeks to develop a precise construct for competitive advantage,

typically an abstract concept. Furthermore it seeks to develop a framework for practical

use of the internet for marketing purposes as well as assisting further research into this

new area of business strategy and marketing; to gain the commercial benefits that arise

from technology adoption.

1.4 Justification and Rationale of Research

Business is still grappling with how to use the internet as a profitable business tool.

Earlier research by this researcher (Goodman 2000) proposed that use of the internet for

marketing purposes could be categorised into four; (i) Information use, (ii) Business

Process Use, (iii) Revenue Generation Use and (iv) Financial Transaction Use. As will

be discussed in Chapter 4, these categories can be used to identify activities that are

representative of the coordination and administration efforts that interlink one firm with

other firms in its value system. These categories are not mutually exclusive, in fact they

may be viewed as mutually supportive. Chapter 4 will discuss how, as four integrated
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stages of adopting the use of the internet for marketing activities, there is a need for this

interconnected and overlapping relationship between these four categories.

Therefore this research seeks firstly to explore the proposition of these four categories of

internet marketing and secondly to examine if they are representative of the actual degree

of internet adoption by the firm. As activities of logistics and purchasing are drivers of

the value chain, activities representing these links are needed to examine the impacts on

value through increased benefits. Li and Whalley (2002) note that existing categories of

activity have failed to capture the network of relationships that are vital. Goodman's

(2000) categories may offer a viable tool to identify these vital activities and propose a

conceptual framework for use of the internet for marketing activities within the value

system.

Hamill and Gregory (1997) use Communication, Information and Promotion whilst both

Bhart and Emdad (2001) and Darby et al (2003) use the traditional 4Ps of marketing to

examine IT. As will be discussed in Chapter 4, Hamill and Gregory's (1997) three

groups are more functional than activity based. This research seeks to identify the

activities that result in benefits within the value system of the South Australian Wine

industry Value System; as such 'functionality' offers little. The importance of this

concept of value and value system is discussed in Chapter 4.2 as definitions of key

concepts. The use of the 4Ps is not considered in viewing internet marketing, although

Darby et al (2003) use this approach, they also state that traditional concepts of marketing

are no longer adequate in the new economy. The 4Ps are undoubtedly one of the more
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'traditional' and by their own admission, inadequate ways to view the new operating

environment that firms now face. This research then seeks to measure the beneficial

impact of using the internet in each of these four categories. It seeks to add to the

emerging body of literature on internet marketing and e-commerce technology adoption

by business. It therefore has scholarly significance'

Research in the context of the South Australian wine industry embraces nearly a quarter

of Australia's wineries (WID 2002, p.19) producing over 507o of Australia's wine output

(!YID 2002, p.11). This production is a large export earner for the state, representing

approximately $850 million in export tevenue per annum (WID, 2002, pp.15-16). In

Australia, total production has outstripped domestic demand by 30 percent and output has

continued to grow at 3 times the rate of domestic consumption (WID 1999,2000,200Ii-

2OO2) since 1997; the industry therefore will continue to be exposed to global market

forces. The Internet offers one opportunity to build competitive benefits that may

increase the level of global competitiveness of firms within the South Australian Wine

Industry; as such it has significant practical and commercial significance. This study

examines the level of Internet adoption and its impact on the global competitiveness of

the South Australian Wine Industry. As such it has significant policy implications for

education, training and Internet service provision, for government and the various

associations within the industry.

The South Australian Wine Industry is used as a sample group for several leasons.

Firstly it is a highly regulated industry, so census data can be readily and accurately,
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identified. This assists in determining how representative of actual firm behaviour the

research findings are. Secondly, the researcher has prior experience and practical

knowledge of the South Australian Wine Industry as a consultant and author. The

researcher operates a Wine Marketing Consultancy and has written regularly in the

leading industry journal on the issues of Wine Marketing, Marketing Management and

Internet Marketing. This assisted in the design of the research to ensure its practical aims

were met; furthermore it assisted in the response rate of the survey instrument. Thirdly

there is the need for this industry to increase its competitiveness. As will be discussed in

Chapter 3, the industry will increasingly be faced with the need to increase exports and is

struggling to come to terms with the adoption of a 'business' and 'marketing' as opposed

to the 'cottage industry/hobby' focus. So this research also has practical significance.

1.5 Method

The research is a cross-sectional study of the South Australian Wine Industry. The area

of the research and its commercial, practical nature, provide the scope for future studies

to extend into longitudinal research. It was conducted using the hypothetico-deductive

testing approach (Cooper & Schindler 1998; Sekaran 1992). The literature review

provided the background for initial interviews that were used to investigate the factors of

internet use and the benefits realised. The knowledge developed in this exploration drove

the design of the survey instrument. Data was collected through a self-administered mail

survey. This research used SPSS (vl1.0) to analyse the data and test the hypotheses.

Data were subjected to analysis using Cronbach's coefficient u within the pre-selected

categories (Internet use and Benefits Received) to measure internal consistency (Bagozzi
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1994, ppt7-l8; Gerbing & Anderson 1988). Pallant (2OOL, p.85) positions the use of

Cronbach's coefficient alpha in this manner as a way of testing 'the degree to which the

items that make up the scale 'hang together' . . . (and) measure the same thing'.

1.6 Outline of Thesis

This thesis outlines what the internet is (Chapter Two). In order to keep a rudimentary

focus on the technology available for marketing, it discusses the internet's development

from an early military application through to the public domain of today. The key

components are discussed (the World Wide Web and Email) so that the internet can be

understood simply as a business tool. To set the context of the research, Chapter Three

gives an overview of the wine industry, firstly in a global snapshot, before then briefly

describing the Australian Wine Industry and going on to describe the South Australian

Wine Industry in terms of size, economic importance and key components.

Chapter Four presents the literature review. Firstly with a description of where the

emerging school of thought on internet use by business currently is and then discussing

the problems associated with examining such an emerging school of literature. Key

concepts of competitive advantage (Kanter 1990; Porter 1979,1985; Prahalad and Hamel

1990) and internet use (Goodman 2000) are described and then used to organise the

literature. This includes theoretical examination of how the internet may possibly be

used to build competitive advantage. Chapter 5 outlines the justification and purpose of

this research and then the steps taken to relate the theoretical discussions of Chapter Four

to the real world. It is at this time the notion of competitive benefit emerges as a possible

way to give the abstract concept of competitive advantage more practical content and
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actually measure the beneficial impacts of internet use for marketing purposes. The

research hypotheses are presented before outlining the possible approaches available to

design the research. The selected method is presented and the data collection and

analysis is discussed. The development of the research construct includes the selection of

measurement variables and the pilot survey.

Chapter Six begins with outlining the steps taken to highlight any possible non-response

bias as well as the testing involved to ensure internal consistency. This includes the

testing undertaken to confirm the activities associated with Goodman's (2000) four

categories of internet use as well as the specific measures of competitive benefit. The

response is then presented, firstly in terms of the profile of the response group and then in

terms of the hypotheses. Chapter Seven presents the limitations of this research and the

status of the research question and hypotheses after the data analysis before discussing

the theoretical and practical implications of this research. A possible framework is

presented that may enable firms to plan how to adopt the internet for marketing purposes

and gain benefits. Areas suitable for further research are highlighted before concluding

remarks close the thesis.

1.7 Summary

This chapter presented the research question and gave an overview of the purpose,

justification and rationale of the research. A brief overview was pÍesented of the research

method used before describing the structure of this thesis.
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Chapter2-Thelnternet

2.1 Introduction

Although the internet caught the public's attention in the early-to-mid 1990s it is in fact

nearly 40 years old. (Hamill 1997; Paul 1996) Terms such as the internet, World Wide

V/eb (WWW) are often, mistakenly, used interchangeably and the 'catch phrases' of

eCommerce, eBusiness and mCommerce (mobile) often cloud what is essentially a very

straightforward concept. Examining briefly the development of the internet and its key

tools it makes it easier to recognise how fìrms may use this 'new' medium. This also

goes some way to presenting a much simpler concept, which in turn may begin to dispel

myths and the mystique that have tended to slow down established business' adoption of

this potentially revolutionary tool.

2.2 Development of the Internet

2.2.1 Prior to 1990

Towards the end of the 1960s, fear of nuclear attack and the growing use of computers

necessitated a means of ensuring the loss of one computer system did not render the

larger system useless. The Advanced Defence Research Project Agency developed

Transmission Control Protocol/Internet Protocol (TCP/IP), a method for different

computer systems to communicate with one another. TCP/P is still 'the internet's

communication protocol' (Lymer et al 1997, p146) and it resulted in the creation of
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ARPAnet, a network of military and strategic research computers that could continue

operating through a nuclear attack (Hamill 1997;Lymer et al 1996; Paul 1996).

The late 1970s and early 1980s saw a proliferation in the number of institutions

connected to the network. In the 1980s the National Science Foundation in the United

States (US) used ARPAnet technology in the creation of NSFnet, a link between

university campuses and research institutions (Hamill 1997). Despite this growth, the

network was still beyond the financial reach (and technological capacity) of most firms

and individuals; it was largely a tool for government departments and educational

institutions (Ainscough & Luckett 1996). Reductions in government funding in the late

1980s brought on the outsourcing of many internet related functions to commercial

agencies (Poon & Jevons 1997).

The internet was not just beyond the financial reach of most firms and individuals, the

system was driven by a complex system that involved numerous text based messages and

commands. This involved a great deal of learning and further practical use to master

(Ainscough & Luckett 1996; Davenport 1996). While the internet offered much it

remained a tool for academics and scientists (Poon & Jevons 1997).

2.2.2 Commercialisation and Growth from 1990

At the start of the 1990s entry criteria to the network were relaxed allowing non-

government and non-educational institutions to access the internet (Poon & Jevons 1997).

The public began to take some interest, most notably the computing communities as
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personal computers became more commonplace, and some commercial firms became

involved with electronic mail (Hamill 1997; Verity 1994). This led to full

commercialization of the internet in l99I (Hamill 1997; Poon & Jevons 1997; Stevens &

Howson 1997). Important to note is that although the internet was fully commercialized

at this time, the internet was not, and still is not, owned by any one firm.

Although commercialised, the internet was still driven by numerous text-based

commands, thus limiting its use in the wider community. The biggest turning point in the

use of the internet amongst 'mainstream' society and business came in 1993 with the

launch of the World Wide Web $ryWW or simply 'the Web') (Poon & Jevons 1997;

Verity 1994). Dr Tim Berners-Lee, using the Internet as supporting infrastructute,

introduced the notion of 'hyperlinks'; (Capron 1998, p10) by simply using a mouse to

point to a link on one site, and 'clicking', a user could move to another site anywhere in

the world (Davenport 1996; Yerity 199$. The 'birth' of the WW-W created an internet

environment that was much simpler to use than previously. Compounding the ease of use

was the introduction of 'web browser' software by Marc Andreesen (Capron 1998, p.A-

10). Browser software took the Internet from a text-based command driven system to a

Graphical User Interface (GUI) environment. Users no longer had to learn numerous

text-based instructions; the environment resembled the widely used Macintosh and

Windows operating environments (Lymer et al 1997; Poon & Jevons 1997).

Within two years (1993-1995) the Internet became essentially what it is today - a

network of computer networks (Hamill 1997, p.302). Cheap and easy to access, simple
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to use (with a little practice), email and the WWW was quickly adopted by millions of

individuals and firms (Bennett 1997; Poon & Jevons 1997; Poon and Swatman 1997).

Estimating the number of people using the internet is difficult, essentially it is an

educated 'guessing game' (Bennett 1997; Morgan 1996). Early forecasts have proven to

be conservative, although at the time they were often dismissed as industry fuelled hype.

ln 1996 forecasts of internet usage in the year 2OO0 averaged around 100 million (Paul

1996, p.2), but by late 1999 actual usage had doubled the estimates and reached 200

million with forecasts of 330 million users before 2002. (Global Reach 1999; Web

Quarterly 1998)

Online revenue also grew at exponential rates (Davenport 1996; Poon & Jevons 1997),

from $US20 million in 1994 to $US400 million in 1995 to $US8 billion in 1998 (Quelch

& Klein 1996, p.6l; The Australian IllS/t999, p.44) As the focus of online promotion

and commerce moved from business to consumer (b2c) markets to larger business to

business (b2b) markets, forecasts for 2002 were revised from $US300 million to $US1.3

trillion expected in 2003 (Lane 1998,p.267; The Australian 1l/8199,p.44), although after

the 2000 bubble burst these forecasts were revised downward. Auld (2001) forecasts

though that email newsletter sponsorship will exceed $US30 billion in 2003. Clearly by

the end of the internet's first commercial decade it had become very much a part of the

process of commercial exchange'
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2.3 Features of the Internet Relevant to this Research

2.3.1 Key Components

As discussed above, the internet is simply a network of computer networks. This being

the case the bounds for its use and interpretation are potentially limitless. There are a

myriad of services and resources available to use the internet, from mobile phone

technology to e-mail and the WWW. The components most commonly used are E-mail

(e-mail) and the WWW (Lymer et al 1996, p.146), which are both applications of the

internet and form the basis for this research (Fig.2.1). Hamill (1997) discusses bulletin

boards and discussion groups as central to the internet concept, however with innovations

since 1997 these are no longer separate categories, they have developed into applications

typically delivered in the WWW environment.

Figure 2.1 The Internet

The Internet

World Wide
Web (WWw)

Electronic Mail
(e-mail)

eCommerce, eBusiness, mBusiness Technology
eMarketing, Telemetry, Data Interchange
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2.3.2 A Business Tool

In defining the internet as the use of e-mail and the WWW, this research will examine the

adoption, use and impact of what is still an emerging business tool. Many 'dot-com'

(internet only) firms closed, were liquidated or sold, as they have been unable to attract

the funding they required to sustain business operations. The internet was seen as a tool

for integrating existing business operations and for increased ease of coordination and

administration (Hamill & Gregory 1997; Hoffmann & Novak 1996; Quelch & Klein

1996),lowering costs and even allowing some marketing effort that was not previously

possible or profitable (Ainscough & Luckett 1996; Hoffmann & Novak 1996; Paul 1996).

The internet, as proposed in Fig.2.1 enables many activities to be undertaken including (i)

full electronic commerce (eCommerce), the selling of products using online shop fronts

and payment systems, (ii) electronic business, (eBusiness), the integration of Internet

applications to business process, (iii) mobile internet access and service delivery

(mBusiness), to enable web browsing, information delivery and email access on the move

anywhere in the world, (iv) telemetry, the measurement and control of machinery or

mechanics from a distance; monitoring soil moisture and nutrient levels in order to turn

on irrigation or deliver fertilizers and (v) data interchange, prior to internet delivery

known as electronic data interchange (EDI), was cost efficient for its time, but is cost

prohibitive in terms of infrastructure and training demands; albeit more secure.

This research focuses on the lact that, today, the internet is employed by non-information

technology (IT) oriented firms. This allows for investigation of how the internet is being
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used in a 'traditional', non-IT industry that is itself only just beginning to adopt a

marketing orientation (Goodman 2000a). Since the 'dot-com' stock market bubble burst

in 2000 the global business economy began to reassess how the internet will impact on

business practices.

2.4 Summary

The internet has many applications and uses. In defining its business use as the World

Wide Web and electronic mail it is possible to examine how the firms, small and large

are integrating internet technology into the way they do business. The internet represents

a cheap, easy to use business tool that may offer competitive advantages. This lies in

how it is used within the value chain and the larger value system. This thesis will

examine actual business adoption of internet technology, in the form that actually

delivers benefits to firm operations. This will be done in order to then develop and

propose a framework for strategic business planning in the Internet enabled environment.

It will then have contributed some knowledge, practical and scholarly, to the

development of the internet as a business tool.
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Chapter 3 - The Wine Industry - Context of Research

3.1 Introduction

This chapter provides pertinent facts relevant to the context and justification of this

research. It provides descriptive data outlining the current state of the industry on

global, Australian and the South Australian levels. It identifies challenges the Australian

industry faces and the economic importance of the South Australian industry. Finally, it

includes a description of all the processes involved in the flow hetween the primary

producer and the end consumer.

3.2 The Global Wine IndustrY

The global wine industry is divided into 'Old World Producers' (OWP) and'New World

Producers' (N!VP) (Tolley 2000). Based largely on the notion of 'tradition versus

technology' the OWP comprise countries such as Ffance, Italy, Spain, Germany and

Portugal, whilst the NWP comprise Australia, the United States of America, Chile, South

Africa and Argentina (AWMC 1999, p.73). In order to secure access to European Union

(EU) markets many NWP countries have accepted OWPs claims to geographical names,

label design (Gardner 2000) and even accepted the world 'split' into OWP and N'WP'

The NWPs have used the term 'new' to their advantage actively pushing innovation,

quality standards and marketing to establish a credible position on the world stage

(AWMC 1999;Batt & Wilson 2000; Madigan 2000; Smart 2001).
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3.2.1 Current Situation

Table 3.1 shows that the three largest producers in the OWP nations account for 54.77o of

the world's wine production, 64.27o of world expofis and 35.67o of world consumption'

This sizeable share of production and export is of significant importance to the three

countries. In the period 1997 -2000, world gape production increased from 59.2 million

tonnes to 62.4 million tonnes, an increase of 5.47o. In the same period global wine

production increased from 26.4 megalitres to 27.5 megalitres an increase of 4.I7o'

Although global grape and wine production grew in this period, worlcì consttmption

dropped 0.4 megalitres from 22.3 megalitres to 2I.9 megalitres, meaning there is more

than 5 megalitres less wine consumed each year than is actually produced (WID 2000,

p.21; WID 2002,p.27). France passed Italy in 1999 to become the World's number one

wine producer and exporter (WID 2000, p.27) whilst Australia passed South Africa to

become the world's seventh largest wine producer and fifth largest wine exporter (WID

2000; WID 2002).

Table 3.1 The Global Wine Market

Global Country
Producer

Rank

Wine
Production

Share of V/orld
Production

(Vo)

Share of World
Exports

(Vo)

Share of World
Consumption

(Vo)

1

2
3

4
5

6
7
8

9
10

France
Italy
Spain
USA
Argentina
Germany
Australia
South Africa
Portugal
Chile

5,754
5,162
4,1r3
2,2I0
1,254
985
859
69s
669
667

20.9
18.8

15.0
8.0
4.6
3.6
3.1
2.4
2.4
2.4

23.3
27.5
13.4
4.6
<2.r
3.9
4.4
2.1

3.2
4.2

15.0
14.0
6.6
9.8
5.8
8.9

<2.5
<2.5
<2.5
<2.5

Source: WID 2002, Tables 25-28 using extracted figures from G.Dutruc-Rossett'Report on World

Vitiviniculture' presented at the OIV Conference in Adelaide 12 October 2001. Data for 2000.
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This decrease in world consumption in recent years combined with production growth as

vineyards under planting 'coming on line' in the USA, Australia, South Africa and Chile

(NWPs) poses a potential problem with oversupply in the 2-5 year term (AWMC 1999,

p.70; Heijbroek 1999; wID 2000, p.21; wID 2002, pp 6-16). Sam Tolley, (Tolley 2000,

p.96) the General Manager of the Australian Wine and Brandy Corporation (AWBC)

points out that it is time for cooperation among and between OWPs and NWPs in order to

grow the total global wine market. From this simple overview it is clear that NWPs, in

the case of this research South Australian wineries, face significant obstacles to entry into

European markets in addition to shrinking global wine consumption. Although

Australia's exports are growing, the global market is getting smaller, with production

already outstripping consumption by some 237o. This highlights the need to increase the

efficiency and effectiveness of the wine marketing effort. This gives a possible practical

role for the outcomes of this research.

3.3 The Australian Wine IndustrY

Australia is the 'world's seventh largest wine producing country' but produces just3.l7o

of the world's wine output (WID 2002, p.27). This figure has however grown rapidly in

the ten years since 1989. Since that time Australia's exports have grown from 40

megalitres to 375 megalitres and risen in value from $42.90 per litre to $44.70 per litre

in 1999 OmD 1999, 2OOO, pl4, 2002, p.15). This reflects Australia's brand-building

efforts to position 'Brand Australia' (AWMC 1999, pp.7}-78; Tolley 2OOl) as a brand of
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premium quality, Australian wines have grown in stature through a combination of

promotion by the various wine industry associations, such as Australian Wine and

Brandy Corporation (AWBC), Australian'Wine Export Council (AWEC), the Australian

Winemaker's Federation (AWF) and various regional associations such as the South

Australian Wine and Brandy Industry Association (SAWBIA) and continuous success in

the various European wine shows. Success in these shows has seen Australian wine

winning tp to 3O7o of the medals and trophies on offer, often double or treble the French

score - such results have gained world attention for Australia's claim to world-class

product (A\AII 1999, p.5). It also reflects the drop in the value of the Australian dollar

since 1995 (Austin 2001). Although this is of benefit to all Australian export industries,

none have fared as well as the wine industry (ASII 1999,p.9).

The 'industry in Australia is dominated by four wine groups - Southcorp Wines, BRL

Hardy, Orlando Wyndham and Mildara Blass' which account lor TOVo of the national

wine output and export revenue. Of over 1200 wineries, the top 20 account for 9OVo of

branded wine output (WID 2000, p.19; WID 1999, p.15). Total production already

outstrips domestic demand by over 3O7o and is growing at three times the rate of

domestic consumption (WID 1999; WID 2002). Exports must continue to grow rapidly to

avoid overproduction (Stanford & Strachan 1999; Travers 1999); this has significant

economic ramifications as the wine industry contributes $4600 tax revenue and employs

over 66,000 Australians, many in regional areas (AWI 1999,p.1; White 2001).
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3.3.1 Australia's Short to Medium Term Challenges

Australian winemaking and viticultural skills are said to follow world's best practice - in

many quarters they are regarded as cutting edge (AWI 1999). Training on technical

issues receives a significant portion of Federal Government funding, State Government

attention and tertiary institution focus. However the industry no\ü faces the different

challenge of developing successful marketing. Marketing of the industry is crucial and

has led to the Winemakers Federation of Australia (WFA) commissioning a detailed

descriptive paper entitled 'The Marketing Decade' (WFA 2001)'

In the decade 1989-1999 Australia's exports gtew strongly, as discussed above. Sourcing

investment funding, government export assistance and finding willing export partners

was relatively straightforward as the market boomed and the Australian dollar fell in

value. Australia now finds itself in a fairly straightforward position; production will

continue to increase by 30-357o per annum as the vineyards planted 4-5 years ago come

'online' and increase their output. This growth is much greater than the growth in

domestic consumption (around 27o) so exports must grow if the industry is to avoid

oversupply. As Australia's share of the world market increases it becomes, (i) exposed

to counter-maneuvering from competitors, (ii) more exposed to global competition as the

'Brand Australia' (AWMC 1999) becomes less 'boutique', (iii) more prone to imitation

of its tactics by other NWPs and even OWPs seeking to protect remaining market share

and (iv) exposed to foreign exchange rate problems if the Australian dollar increases in

value. For these reasons the Australian Wine Industry must continue to raise its business

efficiency and differentiate its brands.
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The challenge of the next decade for the Australian wine industry then is two-fold, (i)

increase the efficiency and effectiveness of its business operations, and (ii) increase its

market orientation and the effectiveness of its marketing activity. This provides the

context for this research into the impact of the Internet on the value chains and various

value systems within the South Australian wine industry and what competitive

advantages Internet use can develop. The South Australian wine industry lepresents over

5O7o of Australia's wine output (WID 2000, 2OOI,2002) so is largely representative of

the national industry. Research into the South Australian industry therefore serves the

industry as a whole.

3.4 South Australia's Wine Industry

South Australia has the largest area of land under vineyard with 41.97o of Australia's

vineyard area (WID 2002, p,6). Although the share of total area has been marginally

eroded over the past several years, South Australia still accounts for 41.77o of the new

vine plantings (WID 2002, p.6). The state is the largest producer of grapes with ideal

climatic conditions producing 48.27o of the national wine grape total and 50.6Vo of

Australia's total wine production (WID 20O2, p'7).
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Economic Importance of the South Australian Wine Industry

The Australian wine industry passed the $1 billion year-to-year export mark in August of

1999; South Australia comprised 70%o of exports by volume and 64.57o by value (Wine

1999). In 1999 South Australia bottled 'L24 million bottles of wine each day, of which

505,000 (were) exported' (Wine 1999, p.3). In 2001 South Australia' total wine exports

year on year passed the $1 billion mark (Littlely 2001) making wine one of the state's

leading commodity exports. Exports alone generate $2.1 million dollars revenue each

day (Wine 1999, p.3) making the industry economically vital to the South Australian

economy (Austin 2001). Demand for South Australian wine exceeds supply by 67o

(Wine 1999, p.3), which provides the impetus for expansion of crops, processing

facilities and brands to market. In order to maintain the momentum of growth and

achieve sustainable higher sales it is vital the South Australian industry improves its

business efficiency and coordination along the supply chain.

3.5 The South Australian Wine Business - An Overview

The Australian Wine Industry comprises a five-tier distribution system taking

'manufactured' products to market after the processing of primary produce.

1. Grower

2. Winery

3. Distributor

4. Retail and On-Premise (Restaurants etc)

5. Consumer
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In 1999, Australia took $600 million of grapes and converted this to $6 billion of wine

(AIVI 1999). Fig 3.1 presents a diagrammatic representation of the industry as a flow of

goods and services through a chain to final consumer markets, it also details non-core

stakeholders in the flow such as the media, government and the various industry bodies.

Identifying the Wine Industry's process enables the identification of the various value

chains and value systems for data collection and analysis, furthermore it is presented here

to give an overview of the industry, drawing only on the most relevant facets rather than

a detailed analysis and description of the industry. The wine industry is the context for

the research, not the research itself.

Figure 3.1 The Wine Industry - A Product Flow

Consumer

Suppliers

Industry BodiesGrower

MediaWinery

Bottling and

Storage

Intermediary

Retail On-PremiseIndustry Bodies
& Government
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& Government

Consumer Consumer
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The five core tiers of the wine industry are shown in Fig. 3.1 as (i) grower, (ii) winery,

(iii) intermediary (iv) retail outlets, comprising retail and on-premise (restaurants and

public dining-rooms where the wine is consumed 'on the premises') and (v) consumers.

Most wineries grow their own fruit, but are also reliant on buying from other growers to

supplement their varieties, production levels or quality (Beverland & Lockshin 2000;

Gilinsky et al 2000; WID 2000, p.18). Medium size wineries may have to deal with over

170 different growers (The Advertiser March 17,2O0I p.28), increasing the coordination,

communication and administration required to gather data on the progress of crops,

quality and production levels.

An increasing number of grape-growers in the New World Wine Regions (outside of

Europe) have begun to produce a wine under their own label. Australia sees a new

winery born every 72 hours (WID 2002, p.19), but the establishment of a winery often

only signifies the granting of a producers licence and not the development of supporting

infrastructure. Furthermore there is an increasing number of growers who use other

wineries' facilities to produce their own label - putting strain on the total industry

infrastructure levels as production and demand grow (WID 2000, p.18). It also has

resulted in a significant rise in the product breadth available from the wine industry; that

is many more brands and sub-brands on the shelf needing to position and sustain return

on investments through profitable activity (Batt & Dean 2000; Lockshin et al 2000).

The intermediaries (Fig.3.1) operate in several forms with the most significant difference

being whether they engage in domestic or international (export) activity. The second

differentiator is the type of sales activity; whether they are a sales distributor or
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wholesaler (WID 2000, pp.415-434). Agencies may operate exclusively, or wholesale to

other distributors in both the domestic and export arenas, contributing to a lengthy supply

chain (Lelacheur 2000). The intermediary may have full rights to sale, or operate with

agreements to sell only to 'on-premise' or retail outlets. Intermediaries typically

represent a portfolio of different wineries, regions and countries of origin (WID 2000,

pp.4I5-434) which gives rise to potential conflicts with principal's objectives.

Communication with principals is vital but often a shortcoming as the intermediary may

have 25 or more principals (wineries) to represent (Goodman 2000; WID 2000, pp.415-

434). Efforts to build the brand are often thwarted by restrictive practices in exclusive

dealings and downstream customer limitations; attempts at integrated marketing

communication require significant coordination, cooperation and administration; this

most often renders the process either unprofitable or impossible.

The fifth core-tier of the wine industry is the consumer. The consumer market takes

several forms. Consumers may purchase direct from the winery or receive

communication direct from the winery and yet purchase from retail and/or on-premise

channels or as in the majority of cases they have no com.munication with the winery at

all. Peer reference groups heavily influence the purchase and consumption of wine as a

product (Lockshin et al; AWMC 1999); the consumer may receive newsletters from a

winery or visit its cellar door, and pass on information to others in their reference group

to influence the purchase decision at retail or on-premise channels (Hall 2000; Lockshin

1999). This indicates the merit of integrated marketing communication to differentiate

and position the brand to the consumer market. Communication with consumers is struck
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by the problems discussed above with integrating behaviour a¡d communication along

the supply chain.

Secondary tiers exist at various stages of the wine industry ptocess. The transport

infrastructure is typically provided by suppliers external to the firm at all of the various

stages, including (i) carting grapes from growers to the winery, (ii) freighting bulk wine

to intermediaries, customers and bottling facilities, (iii) carrying bottled product to

intermediaries, consumers and (iv) from intermediaries to retail and on-premise channels.

The movement of goods between stages of production often entails movement outside the

firm (Lockshin 2000, p.85); as such, the problem of coordination, communication and

administration is further exacerbated on a micro-level within the production process.

In most cases third party suppliers carry out integral parts of the production process;

harvesting, crushing, bottling, labeling and packaging into cartons is most often done

outside of the firm (Lockshin 2000, pp85-86) as only the largest of groups can engage in

this activity profitably. Firms that develop this infrastructure then sell their production

capacity to other wineries. This is the case of Vinpac, South Australia that is owned by

Mildara-Blass (one of the 'Big 4' Australian wine groups) that has a major share of the

South Australian bottling market. This also compounds problems with coordination,

communic ation and administration.

The industry is heavily regulated at all levels; growers must be registered with vartous

boards for disease control and pest management. The activity of the winery,

intermediary, retail and on-premise channels is relatively controlled in most markets.
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This control includes registration, formal reporting and full licensing by government and

registration with the various industry bodies. This entails further communication,

especially with regards information on research, legislative changes and quality

assurance. The final secondary-tier suppliers (fig 3.1) are the media who receive and

request information and communication direct from the winery and then provide it to

government, industry bodies, retail, on-premise and consumer markets. As the majority

of the wineries are small to medium enterprises (SMEs) (WID 2001) so this activity adds

to the problem of brand building using the necessary IMC strategies; wineries do not

have the time, resources or skills to implement effective media management systems

(Goodman 2000, 2000a).

3.6 The Research Context

The wine industry was selected for this research for a number of reasons. The nature of

the industry in Australia presented several desirable characteristics. First, the South

Australian Wine Industry has a very defined supply chain from primary producers to end

consumers, in both domestic and international activity. As this research seeks to examine

the impact of the internet on the value system, a clearly defined supply chain is essential

to identify different echelons of the value system and the activities and interactions with

upstream and downstream firms. The industry is highly structured and the separate tiers

have clearly defined boundaries where primary activity and responsibility begins and

ends. Second, the South Australian Wine Industry is highly regulated and licensing or

registration applies to most groups, thus identifying the population. This assists in the
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research design to identify the population to be surveyed, assists in gathering contact

details for survey research. It is also beneficial to access publicly available data showing

sales and production figures to identify competitive pressure and short-mid term

marketing situations. This in itself also helps to clearly identify the different echelons

within the South Australian Wine Industry.

The third reason the South Australian Wine Industry was selected for this research is that,

as discussed, 20 out of over 1200 wineries account for over 9O7o of Australia's wine

outpur (WID 2000, p.19; WID 1999, p.15) and the majority of South Australia's wineries

are small to medium enterprises (SMEs) with high levels of interdependence on upstream

and downstream echelons of the industry. This is likely to present problems with

communication, extra-firm coordination and administration. SME wineries rely on other

echelons of the wine industry value system to perform functions that in other industries

are likely to be conducted using the firm's own resources. This provides the opportunity

for this research to examine the role of the internet in the activities linking one firm (as its

own value chain) with upstream and downstream firms (as part of a value system)' This is

discussed further in the next chapter, the literature review. Fourth, as discussed in this

chapter, the South Australian, and Australian, wine industry output is expected to

continue growing on average by around 3O-307o per annum over the short to mid term,

with domestic consumption growing at arolnd 2%o. This, along with a global wine

industry facing potential oversupply, has led to an aggressive push by the various

industry organizations, government and players within the wine industry to improve the

levels of marketing and business efficiency with a view to increasing the Australian and
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hence South Australia, wine industry's competitive position on a world market and

continuing to export sales. This leads to the final reason for selecting the South

Australian Wine Industry. There is an acknowledgment that Australia's commitment to

innovation and technology within the wine industry has assisted in growing the industry

as successfully as it has (AIVI 1999). There is a need to continue to utilize technology

and innovation to further growth and minimize the risk of potential oversupply (Stanford

and Strachan 1999; Travers 1999). The use of the internet among the value systems of

the South Australian 'Wine industry value systems represents the uptake of technology

and innovation for the marketing challenge that is highlighted in 'The Marketing Decade'

(WFA 2001). For these reasons, the South Australian Wine Industry offers this research

a context in which the activities and interaction that different echelons of the value

system may have, along with the benefits that may be generated from using the internet

for such activities and interactions. Furthermore, there is scope for this research to

contribute to assisting the industry through providing some insight as to how it may be

able to deal with some of its challenges in the mid to long term'

3.7 Summary

The wine industry has a structured, formal process and adds significant value in the

processing of raw materials into finished product. It is comprised significantly of SMEs,

leading to potential problems with communication. Parties external to the firm carry out

coordination and administration and many functions vital to the firm's activity at its stage

of the production process. This further exacerbates the potential problems with

coordination and communication. South Australia's wine industry is the major player in
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the Australian wine industry and it represents significant economic importance to the

South Australian economy. Although market demand is stimulating rapid expansion, in

the long run the South Australian industry will need to improve business efficiency and

marketing effectiveness to sustain higher levels of production and growth. As such this

research has practical implications for the South Australian (and Australian) wine

industry. In addition to contributing to the pool of academic knowledge in the areas of

internet adoption, internet marketing and strategy, the proposition of a potential practical

framework is a key motivator for this research.
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Chapter 4 -Literature Review

4,1 Introduction

This chapter seeks to present a review of the research and business literature relating to

internet use. It offers an overview of the nature of this literature on internet marketing,

summarises key literature in the area, including the methods, variables and key findings

before discussing the problems of reviewing such new knowledge before outlining the

research approach taken here. The review is organized to meet the objectives of this

research. Key concepts include the nature of internet competition, competitive

advantage, value chains and four categories of use of the internet. These concepts are

defined and then used to discuss the literature before outlining its relevance to this

research context and proposing a research framework.

4,2 Key Concepts

4.2.1 ThLe Structure of Competition

Porter (1979, pp.280-281) proposes that the level and nature of competition in an industry

is largely dependent on its underlying economic structure. An 'industry', according to

Porter (1979, p.280) consists of the 'established combatants...customers, suppliers,

potential entrants and substitute products'. These industry components act as competitive

forces and work continuously to compete away above normal profits (Moore 1992, p.43).

Figure 4.1 illustrates Porter's 'Five Forces' model of competition. In investigating the

impact of the intemet on the value chains of the South Australian wine industry, it will be
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necessary to identify its impact, if any, on the nature of competition within the sector to

ascertain how competition is affected and therefore how the various value chains have

been affected.

Figure 4.1 Forces Governing Competition in an Industry (Porter 1979, p.280)

Porter (1979) proposes that the influence of customers and suppliers work in similar, if

opposite, ways on the firm. If suppliers are more powerful than buyers, they can raise

prices or lower quality. If buyers hold significant power they can demand price

reductions and/or increased quality from suppliers. Suppliers assume great influence (i)

if they are few in number, (ii) if the firm is likely to incur large switching costs, (iii) if

close and reasonable substitutes are not available or (iv) if the industry is not a large

customer group to the supplier (Moore 1992,pp.45-56;Porter 1979,pp.282-285).

Moore (1992, p.45) and Porter, (1919, pp.285-286) suggest a buyer group is likely to be a

powerful influence on an industry if; (i) the product is relatively standard, and

undifferentiated, (ii) the buyer is likely to find a substitute product fairly easily and
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cheaply, (iii) the buyer does not save money buying the product (including total cost of

money, time, energy and psychic costs - Kotler et al 1996, p.43), or (iv) the buyer faces

low switching costs. Barriers to entry, such as start-up capital requirements, legislation,

experience curves and learning costs, access to distribution and economies of scale,

indicate the magnitude of the threat of new entry into an industry (Kay 1992; Moore

1992; Porter 1979). The threat of substitutes indicates the position and influence of

buyers and suppliers, if substitutes are easily available they influence the shape of

competition. The final 'force' influencing competition is the intensity of competitive

rivalry among existing competitors in the industry; if there are few firms and profitable

demand levels the competition will be low, alternatively if there are many firms

competition will be more intense.

4.2.2 Competitive Advantage

'Competitive advantage gïows fundamentally from the value a firm is able to create for

its buyers that exceeds the firm's cost of creating it' (Porter 1985, p.3). Competitive

advantage then is the firm's ability to provide buyers with superior value (Kay 1993).

Traditionally this was seen to arise in two ways; (i) 'offering lower prices than

competitors for equivalent benefits' or (ii) ensuring the benefits offered are unique and

thus offset a higher price (Porter 1985, p.3). Such a view defines what a competitive

advantage is but not necessarily how to develop one. This problem is compounded with

the advent of the internet-enabled environment, namely the belief that the internet itself

will create competitive advantage. As Porter (2001, p.63) points out, this belief is
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dangerous and has led to many of the bad decisions managers have made in relation to

investment and 'strategy'. Importantly, Porter (2001, p.65) makes the point that it is the

'uses' of the internet that ultimately create economic value. This research needs to

examine the activities for which the internet is being used and attempt to identify the

benefits that arise from such use.

Porter's (2001) work addresses his earlier work on industry structure, competitive

advantage and competition as it relates the internet to the original concepts. The paper

uses no specific empirical evidence but highlights the possible influences of the internet

on the '5-Forces' that shape competition within an industry. Porter (2001, p.63)

expresses the view that in order to examine the impact of the internet on strategy we need

to return to the fundamentals. He clearly points out that the internet does not reinvent

(strategy, competitive advantage and or competition), but certainly has an impact. One of

the key challenges in this 'new' internet-enabled environment is the need to develop a

clearer view of the world we must operate in and to see the internet for what it is, 'a

powerful set of tools' (Porter 2001, p.64). As few firms have been able to generate any

sustainable advantages from internet use, we must discount the firm's experience so far

with the use of the internet and return to the fundamentals in order to see 'who will

capture the economic benefits of this enabling technology' (Porter 2001).

One of the 'greatest paradoxes of the internet is that its very benefits' - information being

widely available and ease of doing business- 'also make it more difficult for companies to

capture those benefits as profits' (Porter 2OOl, p.66). Most likely to succeed will be the
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firms that integrate the internet and traditional ways of competing and doing business;

firms need to use the internet as a complement to traditional activity (Porter 2001, p.64 &.

78). This research needs to examine the integration between use of the internet and

traditional marketing activities, as this integration of use and activity may, in fact, benefit

each other (Porter 2OOl, p.76). The internet is an open platforrn, companies can tap into

its benefits (Porter 2Ol, p.7I), but firms still need to set themselves apart. Porter (1996)

proposes that firms should have a well-constructed set of activities that are interwoven

across its environment (upstream and downstream customers). Ultimately it is not just

the selection of activities but also how they are carried out that is important. Activities

and how they are carried out are the basic building blocks of competitive advantage

(Porter 1996,p.62).

Firms can use activities in two ways to improve their competitive position according to

Porter's (2001 revisit of his concepts of competition, competitive advantage and the

advent of the internet for business. Firms can either establish a set of activities that do

things the same as others, but do them better (operational effectiveness) or work on doing

things differently and delivering a unique type of value to its customers (Porter 2OOl,

p.70). In relation to this research, this 'unique value' may be best viewed in terms of

benefits of internet use. Porter (2001) repeatedly positions the notion of 'benefit' from

internet use, from capturing possible economic benefits to the benefits of combining

internet and traditional approaches. Examining benefits may assist in examining the

internet and its impact on competition through moving away from traditional ways of

looking at competitive advantage.
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'In a volatile, intensively competitive world' says Kanter (1990, p.7) companies need to

move away from 'only using the (Porter's 1985) generic strategies to build competitive

advantage and incorporate specific actions across the business organisation and

processes'. Prahalad and Hamel (1990, p.54) propose that in order to ensure long term

competitiveness and thus competitive advantage, a firm must produce at 'lower costs and

more speedily than its competitors'. The firm is a collective of learning, which if

employed correctly will enable the firm and its business units to develop competitive

advantages. This collective of learning, or 'core competence' (Prahalad & Hamel 1990)

is what enables a firm to most effectively organize and direct effort and coordinate the

value activities. Kanter (1990) supports Prahalad and Hamel's (1990) view of core

competency.

Kanter (1990, p.7) proposes there are four bases of 'sustainable competitive advantage

that guide the actions of successful companies'; (i) core competency (ii) time

compression, (iii) continuous improvement and (iv) relationships. Kanter's (1990)

concept of how to compete was proposed before the internet enabled environment existed

commercially, but nonetheless offers insight into business activity in this new

environment. Porter (2001) calls for the reexamination of earlier work on Competitive

Advantage to assess the strategic influence of the internet, in some way, the use of

Kanter's (1990) work to underpin this research heeds this call. Examining these earlier

issues in the context of the internet-enabled environment may present significant insight

into business strategy in this radically altered business environment - and suggest how
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traditional businesses can benefit fully from what the internet-enabled environment

offers

This notion of 'benefit' as opposed to 'advantage' may contribute to a better

understanding of the outcomes needed from internet marketing activity. If the activities

of using the internet for marketing purposes are the drivers that ultimately create

economic value (Porter 2001), then the outcomes from such use may be viewed as the

'competitive' benefits the firm receives. For the purpose of this research the concept of

competitive benefit (Fig a.Ð development is drawn from Prahalad and Hamel (1990) and

Kanter's (1990) work on competitive advantage. Porter's (1985) 'generic strategies' are,

in using this framework, seen somewhat more as objectives rather than strategies. The

four factors included here may be subject to identification, measurement and analysis.,

this will necessitate preliminary data collection to build this area of the survey

instrument. As will be discussed in the following section, value is equal to benefits less

costs (Chernatony et al 2000; Dumond 1996;Zeithaml 1988). Competitive Benefits then

may be viewed as the strategic design of activities to result in benefits in order to effect

the value equation of the firm's offering.

Figure 4.2 Competitive Benefits (from Kanter 1990 and Prahalad & Hamel 1990)
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4.2.3 Value Chain

Much of the literature concerning the value chain concentrates on transaction theory and

notions of planning and control. This research uses the notion of the value system as a

concept with a holistic view of 'value adding' throughout the wine industry channel; as a

broader view of the entirety of the value adding from raw material to consumer. This

section addresses the notion of value, before discussing the notion of the value chain.

The features of the value chain are discussed as well as the limitations and need for this

research to examine a broader view of an industries activities. This section concludes

with the introduction of the value system as an interconnected set of activities and

benefits that cross individual firm boundaries in moving raw materials to the consumer as

finished goods.

In order to understand the concept of the 'value system' used in this research it is

necessary to discuss the idea of value from which it is built. Dumond (1996) proposes

that the best definition of value is to consider that value created in business is equal to the

customer benefits less the customer sacrifices in obtaining the benefits, a notion

supported by Zeithaml (1988) and Chernotony et al (2000). This notion of value is at the

heart of the marketing exchange process. rühen two parties exchange, value is created

whereby each party receives more utility than they had before the exchange took place

(Kotler 2OOl). The extent of value is 'determined by the utility combination of benefits

delivered less the total costs of acquiring the delivered benefits' (Walter & Lancaster

2000). This utility, or value, is created through identifying and understanding customer

benefits (Walters & Lancaster 2000). The idea of designing how value can be 'added'
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has been widely discussed as a strategy for developing competitive advantage, although

the term 'added value' is losing its meaning through a lack of an agreed definition

(Chernatony et al 2000). Value based management needs to consider the 'activities of the

whole' including internal, interactions with suppliers and customers (Dumond 1996),

especially to identify the activities that are involved in creating customer value

(Chernatony et al 2000). The notion of benefit is intrinsically linked with value. As such,

when considering competitive position this research must address the notion of 'benefits'

(Day & Wensley 1988) and how the activities within the wine industry can use the

internet to create benefits that are so inherent in the 'value' concept.

Porter (1985) proposes the value chain concept as a tool for identifying the activities of

the firm that are 'strategically relevant' (Moore 1992, p.Sl). The firm creates value for

its buyers; this value is created across the many functional areas and disciplines of the

firm; as such a holistic view of the firm is necessary (Moore 1992; Pofier 1985). The

value chain is a concept that seeks to combine all sources of value creation by the firm in

linear and integrated manner; using this activity-based approach helps identify all

functions with a value creation focus. The value chain is based on activities rather than

functions, as it is in activities that the firm creates value in its product (Moore 1992;

Porter 1985). The activities involved in logistics and purchasing, are then, the drivers of

the firm's value chain (Walters & Lancaster 2000).

In identifying the activities of the firm, the value chain is used to identify where costs

occur and where value is created, 'to find current and potential sources of differentiation
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with the ultimate aim being able to perform activities more cheaply or better' than

competitors; thus creating a competitive advantage (Moore 1992, p.5l). Porter (1985,

p.37) postulates there are nine value activities in the generic value chain (Fig 4.3), five of

which are Primary Activities and four are Secondary Activities that span across the

Primary Activities. The value chain (Fig 3.1) is based on the assumption that 'every firm

is a collection of activities that are performed to design, produce, market, deliver and

support its product' (Porter 1985, p.36). The value chain is the basic tool for

understanding the influence of the internet on companies (Porter 2001, p.74); it is not

simply an analytical tool, but also a tool for facilitating activity (Walters & Lancaster

2000, p.61).

Figure 4.3 The Generic Value Chain (Porter 1985, p.37)

Support
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customers can gain benefits (Bhatt & Emdad 20OI). These benefits are typically through,
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integrate the virtual value chain activities with physical value chain activities' (Bhatt and

Emdad 2001). This research needs to identify marketing activities that are representative

of the interlinked series of activities using the internet that support activity in the physical

world. The firm's value chain does not stand in isolation, it is part of a larger set of

activities carried out by other members of the channel (Brown 1997), and in the digital

age, we must rethink how value is delivered using a view that incotporates the entirety of

the channel (Aldrich 1993). The use of the word 'chain' is limiting as it suggests linear

relationships in which only two parties are engaged at any time (Mclaren et al (2002),

which means taking a view that emphasizes the 'relationship management between

activities' within the firm and with other organisations (Walters &. Lancaster

(2000p.160). Priem et al (1997) suggest that it is the interrelationships among the value

activities both within and outside the firm that influence each value activities' role in

cost, a view supported by Bhatt and Emdad (2001) who emphasise that the value created

through the use of e-commerce is partly determined by the extent to which value chain

activities are interconnected with suppliers, manufacturers and customers.

There is a need to examine 'value chain alternatives' in order for marketing to begin to

work with the notion of value creation to ensure outcomes that are mutually beneficial to

customers and stakeholders (Walters & Lancaster 1999). The firm's value chain is a tool

to disaggregate a business into strategically relevant activities'; the firm's value chain

must be considered as part of a 'larger stream of activities carried out by other members

of the channel' (Walters & Lancaster 2000, p.160). A firm's value chain may be peculiar

to it, but it is not independent of other firms. The firm is joined to the value chains of
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other firms, both upstream (in supplier's firms) and downstream (in channel value chains

and buyer value chains); there is a need to examine the 'relationship management

between activities in the value chain' (Walters & Lancaster 2000, p.160). This research

needs to identify and examine the marketing activities, including coordination and

administration, between various firms in the channel from production to consumer.

Walters and Lancaster (2000) discuss that the modern value chain may be better

considered when viewed as a business system. Value chains themselves are seen to be

evolving in the new economy. Li and Whalley (2002) use the example of the

telecommunications industry and suggest that a broader view is needed of the

interrelationships within an industry as the existing set of activities do not capture the

network of relationships between companies.

The successful firm needs to configure a tailored value chain taking into account the set

of activities required to produce and deliver a product to the marketplace and in doing so,

to offer unique value (Porter 2001, p.72). Managing value creation is something that

must extend beyond the company and through to customers and suppliers (Trombly

2000). This will entail looking at the value chains of firms upstream and downstream and

developing an interlocked set of activities that, ultimately, are harder for competitors to

replicate (Porter 1996, p.73). The activities must provide benefits that work to ensure

each individual stakeholder's relevant needs are met through engaging with the other

members of the system (Walters & Lancaster 2000)'
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Competitive advantage may be generated through the use of IT if there are barriers that

make such use hard to replicate (Clemons & Row 1991, p.277). The firm must ensure

what it sets up is highly integrative with other value chains and that its activities fit

together as a self-reinforcing system. There is little patent protection for information

systems (Clemons & Row I99I), but through this approach of integration of individual

value chain activities throughout the value system, it is likely to be hard to replicate.

This has implications for the approach needed in this research, it is important that use of

the internet for marketing takes a 'holistic, less compartmentalized view of the

marketplace' (Robins 2000); in this case this signals the need to look at the system of

interconnected value chains.

These interdependent value chains are referred to as the value system (Porter 1985),

which may be thought of as a sector or industry value chain as opposed to the value chain

of the individual firm. Priem et al (1997) position Porter's (1985) value system as the

activities required to move from raw materials to finished goods in the hands of

consumers. To examine value we must look at the organisation and the processes that are

designed to create value (Chernatony et al 2000). The concept of Porter's (1985) 'value

system' (Fig a.a) as opposed to his individual firm value chain is a critical concept in

examining the impact of the internet on the value chains within a particular industry and

exploring the competitive benefits that may develop. In this system approach, a

competitor will have to replicate the whole system in order the reproduce and offer the

same benefits. An industry wide value chain is often too broad as it 'may obscure

important sources of competitive advantage' (Porter 1985, p.36). Instead it is necessary to
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examine the activities through which individual firm value chains interact with their

respective value systems, for the value chain is actually a business system that creates

end-user satisfaction (Walters & Lancaster 2000).

Figure 4.4The Value System (Porter 1985' p.35)

Hoey (1998) suggests that in the internet-enabled environment, an organization's value

chain may be defined as the collection of activities that produce, market, deliver and

suppofi its products or services. When viewed this way, the value chain is the 'value

creating system in which members work together to create value (Walters & Lancaster

2000). The firm must produce resources internally or acquire them from its environment;

access to a greater channel can be viewed as a resource that the firm can use to compete

(Clemons & Row 1991). In order to work with these resources, the firm must begin to

identify how it fits into the greater picture (Aldrich 1998) and how it can work with the

resources of a value system to improve is competitive position. Strategy itself may be

viewed as the use of the value creating system in which members work together to create

value (Walters & Lancaster 2000), with value being the residual of benefits less costs

(Chernatony et al 2000; Dumond 1996; Zeithaml 1988). If activities and linkages are

managed and coordinated better, then costs may be reduced. If the benefits of exchange

are increased then the value generated becomes greater than would otherwise be. As

Porter (1996) notes that a firm with a highly interlinked set of activities will see its

Supplbr
Value Clr¿ilu

Flrm
Vahc Chs¡m

Clrarnel
Value Chairo Value ClüiN

Buyer



44

strategy and implementation difficult to replicate, the value system linkages themselves

may well offer uniqueness if they result in a better fit to customer needs (Priem et al

1997).

The research design will need to examine a system of the South Australian wine industry

that is representative of the interaction of the value chain of a typical firm with its value

system. It will need to examine the interactions of the activities involved and the benefits

generated through use of the internet. In taking this approach, a framework may be

identified that is representative of the activities and benefits relevant to firms in planning

to do things better or differently to others as Porter (2001) indicates is necessary to be

successful. In the long run 'integrated value chains can save money thanks to lower

transaction costs at each of the links of the chain (Trombly 2000). This view of

simultaneously addressing both sides of the value equation, costs and benefits is similar

to the proposition made by Alderson (1965) that the pursuit of low cost and

differentiation are both compatible and synergistic.

4.2.4 Internet Use

The concept ofthe value chain and value system as described above has an activity focus.

It is necessary for this research to utilize a concept of internet marketing that also has an

activity focus. Goodman (2000) proposes that internet use for marketing can be

categorized into four activity-based categories, (fig. 4.5) namely (i) Financial

Transactions, (ii) Information, (iii) Business Processes and (iv) Revenue Generation.
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Using this concept to examine and organise the literature may enable the development of

a framework for internet marketing use within the value system.

Figure 4.5Internet Use Types (Goodman 2000)
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Such a framework may facilitate effective use of the internet for profitable business

activity as the firm deals with those upstream and downstream in the value system. It

utilizes a simpler view of the internet and its use in the business environment. The

internet is regarded as comprising (i) the world wide web and (ii) e-mail. Internet

marketing then, is any use of the internet to support, directly or indirectly, the firm's

marketing objectives. By viewing internet marketing in this manner it is easily integrated

into existing business activity.

4.3 Literature Overview

Much of the early academic literature is of a descriptive, largely anecdotal nature (Mathur

et al 1998). As the internet emerged as a tool for business, a shift to empirical research
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began. The dot-com sector bubble burst of 2000 took away some of the impetus of this

growing area. This section presents a summary of the literature relevant to the use of the

internet for marketing activities, including the identification of methods, variables and

findings. As a new tool for business and a relatively new area for academic research, a

school of thought on the commercial value of internet marketing is still emerging.

Judgments hinge on the writer's opinion as to what 'marketing' encompasses; is it merely

promotional activity or does marketing include coordination, management and

relationships as well as communication and distribution activities?

The technology share-price plummet of early 2000 means that for some time, internet

stand-alone companies have received little market support and as a result 'internet only

companies' (pure play) , may not prove to offer a sustainable business model. Gulati and

Garino (2000, p.108) suggest it is better to pursue a mix of 'clicks and mortar'; that is to

combine internet activity with existing, traditional or offline, business and overlook the

fear of cannlbalization. This view is consistent with the definition of internet marketing

given above. It is practical to view the internet as a tool for business to integrate with

more 'conventional' activity, although the resulting blend of strategy and tactics may be

very different from the conventional business environment. The internet is an enabling

medium that can be used to develop business strategy rather more than revolutionise the

way business is carried out. Prescott and Van Slyke (1997, p.I24) point out that internet

technology is 'part of a cluster , rather than a stand-alone innovation', and yet much of the

internet literature so far has a focus on 'pure-play' enterprise rather than its integration

with existing business practices, marketing theory and strategy. Nonetheless businesses
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are beginning to pursue this integration. For example, Amazon.com has bought

warehouses and Fosters Brewing at one stage bought wineplanet.com.au to capture the

Wineplanet customer database even though they closed down the online operations.

Academic thought lags behind business practice in this rapidly developing area. This

section highlights some of the methods, variables and findings of academic research

relevant to this thesis.

Certainly the internet impacts on the marketing mix. After discussing the key features of

the internet and the risks of using 'E-Marketing', Robins (2000) goes on to present an 'E-

Marketing Mix' that reflects the nature of this new medium and the shift of focus

necessary to ensure it is well used. This suggests that a lot of comment on internet

marketing is actually descriptive of the medium itself, not business activity or strategy.

This paper (Robins 2000) examines the changes taking place in marketing practice that

are driven by the advent of electronic marketing. Real world examples, such as IBM,

Sony, Pacific Dunlop and General Electric, are used to highlight the conceptual

framework that is presented. Robins (2000) discusses the key features of using the

internet for marketing. Starting with the speed of response, examples are used that

highlight increased levels of output without accompanying increases in cost. The

personal nature of using the internet for marketing activities is another key feature;

internet communications can be personalized and 1:1 marketing conducted. The

interactive nature of this communication is the third key feature of internet marketing,

and Robins (2000) points out that although this is a technical feature, it offers marketing

practice an emerging, dynamic approach to selling. Marketers can also potentially
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benefit from the fourth feature of the internet, namely the way it can be used to customise

offerings, communications messages and offers, with such customization really

representing'mass customisation'. (Robins 2000).

The potential risks of e-marketing are highlighted through the discussion (Robins 2000)

of the much held belief that the internet will bring emphasis to purely price based

competition. This can lead to the reduction of the status of all products to commodity

goods as buyers can speedily compare prices either manually or using shopping 'robots'

(Robins 2000, p.258). This potentially makes marketing much harder for non-innovative

and non-competitive firm. Of more concern is the potential problem innovative firms

may face in attempts to recoup development expenditures in a market that enables rapid

dispersion of 'copy-cat' products (Robins 2000). This highlights the global reach nature

of the internet and the importance of global level suppoft for the protection of

trademarks, copyright and intellectual property (Robins 2000, p.259).

The internet seems to be able to significantly reduce administrative costs, which poses a

risk to those who generate economic profit from the administering and coordination of

business activity. Robins (2000) notes that this presents buyers or sellers the ability to

easily administer 'collective' offerings or purchase power. Robins (2000) discusses how

the internet can be used to increase operational efficiency that may be necessary as a

move to pure price competition is forced upon sellers. This research needs to adopt an

approach that is oriented to the systems ability to collectively bring goods to the

marketplace. It is necessary to identify the activities along the various value chains of
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the South Australian Wine Industry in an attempt to examine how this 'system' approach

may be able to use the internet to increase operational efficiency. A value system

approach is also necessary to identify an approach that minimises the risk of channel

conflict that Robins (2000, p.262) notes is a potential problem with firms using the

internet for marketing activities.

Robins (2000) discusses the issue of competitive advantage through drawing on the

'benefits' related to buyers and sellers. 'In theory, the marketing task is to focus on each

of the benefits which this new medium offers buyers' and then devise ways of using them

that are also of benefit to the seller. Each of the '5Cs' of electronic marketing as related

to buyer benefits (communication, convenience, customisation, choice and control) is

demonstrated as also providing benefits to the seller (fullness of communication, direct

buyer contact, opportunity to move buyer upwards, the global reach and no time wasted

on non-buyers). The highlighting of the need to examine 'benefits' from both sides of the

exchange process suggests this research should examine the benefits that those within the

system of interconnected value chains are looking to receive from using internet

marketing. Robins (2000) uses the benefits identified from using the internet to frame

his 'e-marketing mix'. Again, this highlights the need to have a'benefit'based approach

to attempt to understand how the internet may be used as a tool for marketing activities

within the chain of the South Australian Wine Industry. The e-marketing mix that is

emerging is centered on using the benefits of the internet to design how to implement the

marketing activity of the firm. The e-marketing mix (Robins 2000) that marketers need

to consider when using electronic marketing consists of:
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1. Inexpensive

2. Interactive

3. Involving

4. Information Rich

5. Instantaneous

6. Intimate

7. Individual

8. Intelligent

This work (Robins 2000) presents a conceptual view of the internet post the hype of the

dot-com boom. It is not geared around the use of web sites to atfiact the masses, generate

attention and move to initial public offerings (IPOs). It draws from anecdotal evidence

from the domain of popular media, rather than from empirical evidence. The key finding

of this paper relevant to the research at hand is the importance of defining the benefits

this new tool offers and then designing the activities that suit both the buyer and seller.

Whilst this research will not specifically investigate the features, risks or marketing mix

that Robins (2000) discusses, they contribute to the process of beginning to identify the

activities and benefits that firms within the South Australian Wine Industry. Importantly,

Robins (2000) approach to the internet related to marketers' use is similar to an emerging

view that internet marketing is 'any marketing using the internet which supports the

firm's marketing objectives' (Goodman 2001), a view consistent with Perrott (in Perrott

& Brown 1997). Although this may appear a loose definition, it fits with Paul's (1996)

view of marketing, which will be reflected in this research. A final key concept from

Robins' (2000) work that influences the approach of this research, is the call for
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marketers to take an increasingly 'holistic, less compartmentalized view of the

marketplace'. This simple perspective underpins this literature review; in relation to

identifying'marketing' activities.

Although not internet specific, Choudhury et al's (1998) investigation of electronic

markets offers some insight for this research. The research uses the aircraft industry use

of Inventory Locator Service (ILS), to investigate 'market-making activities' including,

'(i) identifying trading partners, (ii) selecting specific partners and (iii) executing the

transaction' (Choudhury et al 1998). Of interest to this research is that the paper seeks to

address two questions that are relevant in their findings to the construction of this

research. Firstly, they ask, 'when do buyers use an electronic market (Choudhury et al

1998)'; to investigate the set of interlinked activities within a value system it is necessary

to know what conditions buyers are likely to need in order to use the internet to do

business with upstream members of their value system. The second question addressed is

'how do electronic markets affect...prices, inventory levels and the role of brokers

(Choudhury et al 1998). Although this research does not seek to investigate impacts on

price or inventory level, the nature of intermediaries role is of note as the Wine Industry

Value System being used is reliant on intermediaries. This research (Choudhury et al

1998) may offer insight into the likely role of the internet in assisting with activities and

linkages from one echelon to another.

Choudhury et al (1998) studies a single industry, much like this research. They note that

the question of generalisability arises in such cases but still the research is supported as it
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identifies a set of industry specific findings and activities that can then add to academic

knowledge as they are integrated into broader research. A model developed in such a

way needs to be subjected to further empirical validation, but 'should be a useful starting

point for future studies' (Choudhury et al 1998, p.472). The airline industry has used ILS

for a substantial period of time and as such differs from the context of this research.

Initial interviews were conducted in order to develop an overall understanding of how

people used the electronic market, when it was used and why they used it (Choudhury et

al 1998). Such interviews deemed it unnecessary to include some members of the

industry as they making minimal use of ILS and would not contribute to the

understanding needed from the research Choudhury et al 1998); this may be similar to the

exclusion of 'growers' as discussed in the next chapter under 'preliminary interviews'.

The survey instrument was developed (Choudhury et al 1998) after conducting the

interviews and then administered to 120 airlines, a population that are relatively easily

identifiable, as are those in the South Australian Wine Industry. No follow up was

possible due to constraints of the mailing list and no non-response testing was reported.

The response rate of the survey was 25%o. Data gathered was based on perceptions rather

than measurements. The data was analysed in relation to the three functions proposed, (i)

identification, (ii) selection and (iii) execution (Choudhury et al 1998). These categories

may, to some extent, be similar to the notion of Goodman's (2000) categories in terms of

the aspect of 'mutually supportive'. Choudhury et al (1998) finds that buyers will not use

electronic markets just because asset specificity and product complexity is low, but that

they (buyers) actually make trade-off decisions between the benefits of using electronic
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markets for lower prices versus the benefits of integration with suppliers such as reduced

transaction execution costs and lower cost of selection. This supports the notion of

investigating the value system's use of the internet for marketing activity involving

coordination and administration across the linkages of individual firm value chains. The

finding that sellers do not necessarily face commoditisation of the products with

intensified price competition (Choudhury et al 1998) further supports the investigation of

a value system and activity:benefit approach. Choudhury et al (1998, p.501) conclude

with a call to develop further industry specific studies of electronic markets, particularly

'from the perspectives of different players in the value chain' in order to 'build the

cumulative body of evidence necessary to...understand the dynamics of the use and

consequences of electronic markets.

Grover and Ramanlal's (1999) work examines six 'commonly accepted' statements

related to what effects IT networks will have on marketplaces. These 'myths' (as Grover

& Ramanlal 1999 refer to them) are presented and discussed along with the relevant

'counter' arguments. Both are then related to economic examples to provide arguments

for and against the belief that IT networks will result in market effectiveness. Although

conceptually sound, the authors (Grover & Ramanlal 1999) note that it should not be

accepted as a substitute for empirical research and the intent is stated quite clearly as

driven by 'the need to broaden the scope of investigation when examining market

effectiveness on the internet' (Grover & Ramanlal 1999). This provides a signal for this

research that actually seeks to investigate how sellers (the value system) may be able to

deliver greater benefits rather than the concentration of much of the literature into the
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commoditisation of prices and reduction of transaction costs. Grover and Ramanlal

(1999) point out that transaction costs can decrease sellers' ability to extract monopolistic

rents but if coordination costs are high (such as replicating or replacing interlinked

systems) then suppliers could increase prices knowing that buyers 'would rather pay the

higher price than incur an expensive search' or switching cost.

The 'six myths of information and markets' and their counter-myths are discussed, and

sound arguments given to show how the 'myths' have perhaps become what they are and

then conceptual evidence to show that the counter-myth may in fact hold true. These

myths include: (from Grover & Ramanlal 1999, pp.47o-487)

1. 'Product customization, enabled by IT networks, would benefit buyers',

with the 'counter myth' being that it would in fact allow sellers to exploit

buyers.

2. 'Increased outsourcing, enabled by IT networks, would lower prices and

benefit buyers', with the counter myth being that it could in fact 'reinforce

the seller's monopoly by sustaining higher prices'.

3. 'Open IT network architectures lower prices and benefit buyers as

dependence on supplier hierarchies is reduced', with the counter myth

being that they could in fact enable 'sellers to create captive buyer

networks that can sustain higher prices'.

4. 'Linking multiple market centres using IT networks would result in

consolidated markets that could benefit the buyer, with the 'counter-myth'
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suggesting the same 'could result in fragmented markets that benefit the

supplier'.

5. 'Expanding the customer base for a product using IT networks would

result in greater benefits to buyers', with a'counter myth that in such

fashion, 'suppliers could actually exploit buyers'.

6. 'A low price guarantee by suppliers in environments enabled by IT

networks would result in markets that benefit the buyer', with the counter-

myth that such an environment 'could result in price fixing and higher

prices for the buyer'.

These six myths are shown to be possibly true, but the economic examples used in each

instance show that the counter-myths are also conceptually sound. This thesis examines

both the transaction type activities of linking one echelon of a value system with another

whilst also investigating the benefits from using the internet for such activity. Grover

and Ramanlal's (1999) research demonstrates that benefits are possible on both extremes

of the buyer:seller continuum. This thesis will identify a complex set of interlinked

activities amongst the firms in a value system that represents the 'sellet' side of the

industry. As such this research is seeking to identify empirical evidence that is more

skewed towards Grover and Ramanlal's (1999) counter myth end of the continuum, that

is that a complex, interlinked set of activities will benefit sellers. Rather than exploit

buyers, the notion of competitive benefits introduced in this thesis also then puts this

research into the context of 'value'; although sellers may gain advantage it will be

through the generation of mutual benefits through marketing activity. This research is

limited though as the consumer's end of the continuum is not under investigation, as such
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the concept of 'benefit' driving value in the exchange ends with the echelon in front of

the consumer, whether the benefits are passed on or extracted as above average profits is

really then the difference between lower cost and differentiation. These though may in

fact both be pursued and in fact be synergistic (Alderson 1965).

Venkatesh and Morris (2000) investigate the motivators for adoption differences between

men and women. Although gender specific findings were the drivers of this research it is

useful in identifying what may be needed in developing a conceptual framework for

practitioner implementation. The study had 445 participants from five different

organisations with a response rate of 777o. Specifically, this research (Venkatesh &

Morris 2000), explores the constructs of social influence and gender in the context of

technology acceptance, using variables including 'perceived usefulness', 'perceived ease

of use' and 'subjective norm'. 'subjective norm is defined as the degree to which an

individual believes that people who are important to her/him think she/he could perform

the behaviour in question' (Fishbein & Azjen 1975 as cited in Venkatesh & Morris 2000,

p.119). Measurements were taken over a five month period, during which time

participants took part in a training program (1 day) on the new system, had perceptions

measured, then had perceptions measured again after one month of use and again after 3

months of use, with the 'actual usage behaviour...measured over the five month period

from the time of introduction of the new technology' (Venkatesh & Morris 2000).

The research of Venkatesh and Morris (2000) shows that for successful adoption of a new

technology 'perceived usefulness' is a contributing factor to men's adoption in the short
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and long term and 'perceived ease of use' is more important to women. Over time, men's

perception of 'ease of use was not a salient factor...at any point in time', and actually

decreased with experience whereas women's perceived ease of use actually went down

(Venkatesh & Morris 2000). The third variable, 'subjective norm did not influence

men's decisions at any point in time', whereas women did in the early stages (Venkatesh

& Morris 2000), p.I29). In implementing a practical framework this suggests it will need

to be both useful and easy to use. Venkatesh and Morris (2000) suggest that

implementation is likely to need 'productivity aspects, process issues and testimonials

from peers or superiors'. This somewhat supports the notion involved in this research of

identifying practical activities related specifically to each firm's business context and the

demonstration of the link with the benefits such activities and internet use may generate.

Information technology adoption is also reported in Karahanna et al (1999, p.183), which

states that the process of IT 'adoption and use across time is critical to deriving the

benefits'. This paper proposes that there is a series of activities that'lead to the initial

adoption and subsequent continued usage of an IT innovation' (Karahanna et al 1999,

p.18a). The theoretical discussion of adoption is relevant to this research in that this

research may be able to examine whether Goodman's (2000) four categories of sets of

activities may in fact be likely stages of adoption. Karahanna et al (1999) suggest that

adoption is likely to be characterised as a 'temporal sequence of steps through which an

individual passes'. In identifying activities in the literature to expand on Goodman's

(2000) categories of internet use it is necessary to conceptualise the categories as being

mutually supportive (temporal steps) rather than mutually exclusive categories of use.
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Karahanna et al (1999) used a 'cross sectional field study' employing both interviews and

questionnaires within a single organisation. This use of a single organisation is

supportive of the use of one particular industry in this research; its findings will be in

need of investigation in another industry but it allows knowledge to begin to be built in

the area. The initial interviews were used to ensure the questionnaire included as many

of the salient terms as possible and necessary (Karahanna et al 1999). This suggests an

approach in this research is necessary to conduct initial interviews to develop the content

and wording of the survey instrument. A response rate of 28.27o was received from the

977 responses. Non-response bias was examined by comparing the responses received

after anominated deadline as being similar to non-respondents, and then t-tests were used

to compare to those received earlier (Karahanna et al 1999, p.I92)'

The findings of Karahanna et al (1999) suggest that once people have begun to adopt IT,

their attitude and behavioral intent (i.e, intention to keep using) will be stronger than for

those who have not begun to adopt the technology. This may contribute to the viability

of a four-stage adoption model for using the internet for marketing purposes, if the

activities are mutually supportive and lead into one another, rather than simply being

'more to do and more to adopt'. The use of a value system approach is supported by the

findings (Karahanna et al 1999, p.199) in that'social pressure from the organisational

environment may be an effective mechanism to overcome initial adopter inertia in

adopting IT'. Effectively this finding can be seen to relate to the'peer pressure'

influence encouraging adoption of activities involving the internet. If an upstream or
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downstream customer is using the set of activities then it may encourage the non-using

firm to adopt. This notion is further supported by the findings that 'interpersonal

networks also appear to be very important in the case of potential adopters' (Karahanna et

al 1999). As discussed in Chapter 3, most of the South Australian Wine industry is

comprised of SMEs employing just a handful of people conducting specialised activity,

reliant on other system members. Given a highly interdependent value system, the SMEs

are likely to have high levels of interpersonal networks with upstream and downstream

customers. To offer a practicaT framework, this research needs to demonstrate the

benefits from adopting the internet for marketing activities as this research (Karahanna et

al 1999) noted that perceived usefulness is a key issue.

Currah (2002) investigates the move from pure-play e-commerce strategies to multi-

channel approaches using qualitative research in the Canadian retail sector. Face to face

interviews were conducted with six 'multi-channel' retailers in Toronto, with multi-

channel representing the notion that these retailers used both web and physical stores

(Currah 2002). Personal networking and face-to-face meetings were used to build

rapport and were more effective than Currah's (2002) earlier methods used of emails,

faxes and telephone calls. The data collection was undertaken using a semi-structured

interview format, and the discussion was 'skewed towards a particular aspect of the

research depending upon the expertise of the respondent' (Currah 2OO2). This approach

of collectin g data suggest a similar approach may be undertaken in initial interviews in

this research to relate the knowledge gained from the literature to the context of the wine

industry. The use of the internet was being integrated into physical retail operations, with
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some stores actually having internet kiosks set up with their own stores; customers could

use this to browse catalogs, order out of stock items and discover special offers and

promotions (Currah 2OO2). Web based processes can be used to facilitate logistical

functions, order processing as well as the consumer search and selection roles (Currah

2002). The research demonstrated that the internet could be used as a tool to organise

business activity and offering. This research (Currah 2002, pp.t430-1431) notes that the

integration of the web and physical location of the internet is being combined with the

need for physical business presence in such a way that reduces the threat of

disintermediation. This supports the investigation of the impact of the internet using a

system style approach through the chain from manufacture to consumer. Currah (2002)

concludes by noting that it is unlikely the web is a revolution in retailing, but more likely

an evolutionary path through integration.

Hamill (1997) and Hamill & Gregory's (1997) research on internet marketing, based on

widely accepted research and descriptive literature (Benjamin & Wigand 1995; Hoffman

& Novak 1996; Poon & Jevons 1997;Poon & Swatman 1996; Quelch & Klein 1996),

presents a framework of internet use for marketing. Their description offers three

categories of marketing use for the internet as (i) communications, (ii) market

intelligence and (iii) marketing and sales promotion. These three categories were then

investigated using a mail survey to 500 Scottish firms, with a response tate of 207o.

Although this categorization is well suited to describe firm activity it is possibly too

narrow to stimulate the adoption of internet marketing since it leaves little scope for

transactions. Further to this, Hamill and Gregory's (1997) framework does not offer
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scope to provide a possible explanation of stages of adoption of the internet for marketing

activities. It is much more framed around what the various facets of the internet can be

used for, as opposed to Goodman's (2000) four categories that are activities of use.

'Communication' as a category is so broad as to encompass most day-to-day marketing

activity. The categories presented in Hamill (1997) and Hamill and Gregory (1997) are

broad operational functions for which the internet can be of assistance. As discussed in

the section preceding this, the value system is an interlinked set of activities designed to

create value. Hamill and Gregory's (1997) three types of use does not offer sufficient

scope to develop a set of activities that represent the interaction of various members of a

value system, whereas the four categories of internet use proposed by Goodman (2000)

have a practical activity focus and may be more suited to the objectives of this research.

The research (Hamill & Gregory l99l) found the main barrier to SMEs adopting the

internet was 'lack of knowledge', with 737o of non-connected SMEs stating this as the

reason for not having an internet connection. The 'information use' of the internet was

highest for reasons such as, 'customer information' followed by 'market growth', 'market

size' and'competitor information'. As can be seen in these findings, the categories are

more reasons to use the internet than activities and don't offer the scope to demonstrate a

practical framework for adoption and use of the internet for marketing activity. The

method used by Hamill and Gregory (1997) offers this research support for the approach

used in investigating categories proposed before undertaking data collection. The initial

categories 'were proposed before undertaking empirical tesearch, in much the same way
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this research is investigating Goodman's (2000) four categories of internet use for

marketing activities

4.3.L How to examine such an emerging school of thought?

The literature available on internet marketing presents some problems. Much is new and

largely speculative. Business applications and the market environment are changing so

quickly that it is necessary to use existing well-developed concepts to examine the

literature. This research is investigating the impact of the internet on the value chains

within the South Australian wine industry. It is therefore appropriate to examine the

literature using several established concepts; including (i) Porter's (1979) structure and

nature of competition (The Five Forces), (ii) Kanter's (1990) notion of competitive

advantage and Porter's (1985) work on value chains. Goodman's (2000) categories of

internet use (Information, Business Process, Revenue generation and Financial

Transactions) are then used to categorize the largely descriptive literature. This integrates

the internet literature into an established marketing and strategy framework facilitating

the development of a research framework for internet marketing. This offers a ptactical

perspective by which to organize this literature and propose a framework for further

research.

4.4 The Internet and Competitive Forces

Porter (1979, p.281) discusses the threat of new entrants given the barriers to entering an

industry - such entry barriers aÍe somewhat diminished in the internet enabled
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environment, especially for the smaller firm (Brannback 1997). Further, access to

traditional distribution channels may no longer be as relevant, the need for economies of

scale is diminished and start-up capital requirements are often less (Ainscough & Luckett

1996; Bennett 1997; Davenport 1996; Hamill 1997; McFarlane 1984; Porter 1979,

pp.282-283; Samiee 1998; Sola 1996). New online entrants using internet marketing

such as Amazon.com, (-1ry-ww.amazon.conq), Travel.com (wlryyú4yel.çolq.Ax) and e-

Trade@)bypassed'traditional'barrierstoentryintothebookretailing

and share broking industries.

The 'borderless' nature of the internet can provide any firm 'with a low cost gateway to

global markets'. (Doyle 1995; Hamlll1997, p.306) A competitor or a small, new entrant

(Hamill & Gregory 1997, p.9) can offer their product and communication facilities

online. As well as speeding up transaction processing, this can encourage suppliers and

buyers to change firms. (Bloch et al, p.13). Switching costs incurred in changing

suppliers can be reduced by offsetting the cost of changing suppliers with the future

savings of doing business online. A firm can position their online product into overseas

markets providing buyers with a total cost based incentive to switch from a local offline

supplier.

The 'influence' of substitute products can ultimately lead to industry crossovers. Firm's

can move more easily (due to reduced barriers to entry) from one industry to another, as

they find the needs of other customers that their product can satisfy (Brannback 1997;

Sola 1996). The combination of substitute prices and the extent of information available
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to buyers can effectively bring new firms into an industry, greatly affecting the

competitive advantages of existing firms in that industry. (Porter 1979, p.287) The

internet provides a great amount of information, and as such can dramatically affect the

influence of substitutes. Firms can use the internet to position their product as a

substitute in markets not previously accessible. The information made available enables

consumers to seek out alternative products for their needs (Kotler et al 1996). The

nature and extent of information available using the internet and the speed, reach and low

cost of communication bring closer the state of 'perfect information', and thus the

internet may alter the nature of competition in an industry.

The internet enables low-cost, speedy communications via e-mail and other related

facilities to anywhere in the world. Communication is one of the difficulties facing firms

that the internet can overcome (Ashill et al 1997; Brown and Henderson 1997, p.602;

Hamill & Gregory 1997; Morgan 1996: Quelch & Klein 1996). The firm can gather

information from suppliers, agents, customers, discussion groups and the company web

site that costs less and is more accurate and up to date than prior methods (Hamill &

Gregory 1997, p.l4; Hoffmann & Novak 1996). Without internet access this feedback

relied on slow and costly telephone, mail and personal visit methods. The accuracy and

immediacy of electronic feedback (Hoffmann & Novak 1996, p.7) can greatly assist the

building of competitive advantage in the initial planning stages.

To build competitive advantage in the current (and future) internet enabled business

environment entails a significant shift in thinking (Brannback 1997; Doyle 1995;
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Hoffman & Novak 1996; Morgan 1996; Wehling 1996). Canying out an industry

analysis now entails an assessment of the industry in terms of current and potential

internet impacts (Sola 1996). Small and medium firms now have access to information

and distribution that \vas once restricted to large firms. (Bartran et al 1997; Poon &

Swatman 1997, p.385; Quelch and Klein 1996, p.70) A competitor or a small, new

entrant (Hamill & Gregory 1997, p.9) can offer their product and communication

facilities online. This can encourage suppliers and buyers to change firms. (Bloch et al,

p.13)

If the internet has 'change(d) the way...(firms) do business'(Verity 1994, p.80), then it is

safe to assume that the nature of competition (Porter 1979, p.280) has changed in all

industries. It makes sense for all firms to undertake an industry analysis that incorporates

internet based business applications. This can identify strategic moves to protect

established competitive advantages or create ne,w ones. Canying out an industry analysis

with a view to incorporating the internet can be the first step in identifying industries that

are attractive to enter. It can identify what barriers to entry have potentially changed and

how to minimise the threat of new entrants. The literature shows the internet may prove

to be a factor that changes the nature of competition in industries as it has characteristics

and uses that relate to each one of Porter's (1979) five forces of competition; especially

the diminished need for distribution channels and the limitless amount of information

available. This directly effects the position of suppliers, buyers, threat of substitutes and

new entrant.
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4.5 The Internet and Competitive Advantage

4.5.1 Time Compression

Kanter's (1990, pp.7-8) concept of time compression comes to the fore with the

capabilities and possibilities the internet offers firms and customers. The notion of time-

compression is an issue for which the internet allows vastly different concepts of the

'total product'. Time taken to search, compare and even consume is much less than

previously available before use of the internet for these activities. Czinkota and

Ronkainen (1997, p.836) note that in the next decade shifts in information technology

will lead to quicker production and product delivery. Twenty-four hours a day seven

days a week (24/7) the internet delivers information and communication, dramatically

compressing time and effectively creating a new environment (Morgan 1996, p.758).

Using the internet, a firm 10,000km away can deliver a time saving over an offline firm

around the corner from the customer as business can be conducted from the desktop of

the customer.

Internet based networks enable a firm to process sales proposals and orders much quicker

and cheaper than conventional networks, (Burrett 1999; Verity 1994, p.7) as well as

enabling a customer to save time by directly entering orders into the firm's computer

(McFarlane 1984, p.98). E-mail allows written communication from one side of the globe

to the other in a matter of seconds, allowing a customer service representative to

formulate an immediate response and reply back (VanWyck 1999). Firms can post

frequently asked questions (FAQs) and answers on their web site, saving the customer

time and the firm time and money (Morgan 1996, p.768). Shopping via the internet can
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compress time dramatically; digital product sales produce near instantaneous purchase

and delivery no matter what countries the firm and customer are in (Bloch et al 1996,

p.5). Both firms and buyers seek and value the benefits of reducing the time taken to

complete an activity. Grocery shopping services via the internet have reduced some

shopping times to one-fifth of the traditional time taken. (Stevens & Howson 1997,

p.2I3) For this timesaving, some customers are willing to pay a monthly fee in addition

to the cost of delivery (Benjamin & Wigand 1995, p.70; Bloch et al 1997, p.5).

Competitive advantage will be achieved when benefits such as these are able to generate

above average profits.

The literature positions the internet as having features and uses which can lead to time-

savings, in both search and consumption activity. There is little direct measure or other

empirical data to support this. The literature relies largely on anecdotal evidence of

larger multi-national companies to propose how the internet may affect time-

compression.

4.5.2 Relationships

Kanter (1990, p.8) proposes building relationships as a key activity to build competitive

advantage, a view supported by Kay (1992, p.64). Rather than looking at the efficiency

of the value chain, Kanter (1990) and Kay (1992) look at the'interaction aspect'; the

focus is not necessarily the efficiency of individual operations so much as the willingness

of customers to engage in repeat business. To accomplish this, the firm needs to build
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relationships along its value chain, internally as well as with its customers and suppliers.

A firm's objective 'is to create relationships with customers which support future profits

and growth' (Doyle 1995, p.7). The internet can impact significantly on a firm's value

chain as it provides a new medium for interaction (Burrett 1999; Lymer 1995, p.159).

The potential exists for the firm to engage in real time dialogue with its customers and

suppliers, (Ashill et al 1997, p.896) building relationships through 'genuine 1:1

marketing' (Hymers 1996, p.363). Close firm/buyer relationships are possible using the

internet regardless of distance involved, building an integrated value chain from

production to consumption.

To engage in electronic commerce a customer must supply some personal information,

such as an e-mail address (Stevens & Howson 1997, p.215). The firm can use this

information to send e-mails to customers, thanking them for their business, inviting them

back, telling them what is new and providing discounts as a thank you. Amazon.com

has created a 'virtual community' of people interested in books and reading or even just

with an interest in following certain topical themes. The website offers to send customers

e-mails that highlight relevant new title releases. It also provides on-line customer

reviews, as well as strategically placed editorially generated 'consumer' reviews of books

and suggested related titles (Bloch et al 1996, p.8; Poon & Jevons 1997, p.32; Stevens &

Howson 1997, p.215). Amazon uses the internet to build relationships with and among

people in order to sell books. Rockport allows a customer to tailor what they see on the

Web Site by selecting a profile of rugged, relaxed or refined, depending on the type of

leisure activity the customer prefers and how they describe themselves (Quelch & Klein
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1996, p.72). This builds a relationship by allowing the company to have an exact fit to

the customer's preference, making it the 'customer's product tange'. The firm can send e-

mails on new product releases the customer is interested in not others as well as

discounts for being 'special customers'.

Firms can build relationships using the internet that increase the switching costs and raise

barriers to entry by other firms. Travel.com allows corporate clients to access their back

office systems, make travel bookings and complete payments (Lyons 1999, p.ll). Whilst

presenting a dramatic time saving, the customer is brought into a strong relationship with

the suppliers business system, Time costs are incurred to learn how to use the facility

and install appropriate software, to change suppliers entails re-learning and the extra time

taken to use a new system. Although the internet can be described as impersonal,

academic research is just starting to examine the internet's ability to build commercial

relationships. Learning and establishment costs incurred in developing 'virtual firms'

may turn out to represent significant switching costs and hence contribute to relationship

commitment.

The literature clearly supports the notion that use of the internet in business activities can

strengthen the relationships between businesses and suppliers as well as business and

consumers (Hamill & Gregory 1997; Klein & Quelch 1997; Samiee 1996; Sola 1996;

Verity 1994). The features and use of the internet related to the building of relationships

may have some effect on the creation of barriers to entering value systems, and thus an

effect on the nature of competition in an industry. However there is little empirical

evidence at this stage. This research will contribute to the development of knowledge in
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this area. Furthermore the research design may offer insight into the effect of these

relationships on business as the competitive environment changes through internet

adoption.

4.5.3 Continuous Improvement

Continuous improvement is the third notion presented by Kanter (1990). The internet

offers a great deal to continuous improvement. A firm needs to attempt to ensure that it

can continuously upgrade the quality and range of the products it offers, at all levels -

from answering a phone quicker, resolving complaints sooner to making products better

suited to needs. (Kanter 1990, pp.7-8) The internet can play a major role in this task. A

firm can improve the internal levels of communication and information sharing

contributing to the process of continuous improvement (Samiee 1996; Sola 1996). E-

mailed newsletters and multi user discussion rooms can encourage dialogue as well as

statistical information gathering and sharing, contributing to the firm's effort to

continuously improve (Quelch & Klein 1996, pp.67-68). Information on customer usage

of FAQ's, customer service functions and other aspects of the Web Site can be analysed

to see where the firm can improve its offering and provide better information more

quickly (Bloch et al 1997 , p.6).

Customer service and feedback can essentially be automated online (Ainscough &

Luckett 1996; Ashill et al 1997;Hymers 1996; Kiani 1998; Morgan 1996; Sola 1996);

providing measurable, trackable and reliable information to continuously improve
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everything about the product, including more intangible product components such as

turnaround time and delivery (when co-ordinating between transport/manufacturer and

credit card payments). In addition e-mail and online forms give customers greater power

over their voice, they know it is looked at, it is quick and easy to access (rather than

having to find phone numbers, departments and staff) and it offers relative anonymity -

all communication is in writing providing greater levels of accountability.

Kanter's comments on continuous improvement had little to do with the internet

environment, but can be related to the impact of the fitm's ability to gather up-to date

information from its own value chain and broader value system. This research then, can

examine the impact, if any, of the internet on the level of information the firm is able to

gather. This may be related to product and service improvement, how it is used, how

useful it is and whether or not it is any different from firms that do not use the internet.

4.5.4 Core Competencies

The fourth notion is that of core-competence, vita online as it is offline. A firm is reliant

on how its assets and resources help it do things better than other firms. (Kay 1992,p.63)

Moss Kanter (1990, p.7) regards this slightly more intangibly, as core competencies.

Prahalad and Hamel (1990, p.82) propose that 'core competencies are the collective

learning in the organisation', and that competitive advantage arises through the firm's

capability to organise and coordinate diverse skills. Core competencies involve defining

what 'business' a firm is in, rather than defining itself by product lines, (Kanter 1990,

pp.7-8) which allows for targeted industry and market analysis. Kanter (1990, p.7) and
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Prahalad and Hamel (1990) give the example of Honda recognising its core competency

as designing and building engines, not the range of cars, motorcycles, generators and

marine motors it sells, similarly Prahalad and Hamel (1990) note that Sony is in the

business of miniaturisation and coordinates that knowledge across all streams of the

business to produce aî aÍray of different products.

The developing notion of 'virtual firms' essentially arises as seamless coordination of

value chain segments to present as 'one firm'; to increase the efficiency and effectiveness

with which individual members perform their core competency rather than one firm

vertically integrating several business processes or core competencies, firms can more

easily communicate and coordinate activity (Hamill & Gregory 1997; Quelch & Klein

1996), which is the key to generating competitive advantage from the firms core

competency (Prahalad & Hamel 1990). Kanter's (1990) notion of competitive advantage

is possibly better viewed as 'competitive benefit'. Hoffmann and Novak's (1996)

seminal article discusses the paradigm shift towards maintaining relationships with the

internet-enabled environment rather than between buyers and sellers. This suggests it

may be important for the value system to establish an internet environment with which all

stakeholders can engage.

The literature is beginning to explore the notion of core competence development through

the notion of the 'virtual firm/value chain/organisation' (Archer & Yuan 2000; Browne &

Zhang 1999; Janssen & Sol 2000; Wang 2000; Weiber & Kollmann 1998). The South

Australian Wine Industry, the context of this research, exhibits high levels of
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specialization by the various firms in the value system of the wine business. As outlined

in Chapter 3, this involves a deal of communication and coordination both within and

external to the firm. This research will examine how the internet may assist, if at all, in

the adoption of core-competency development within the value system at industry level.

This research will examine the competitive advantages that may develop through

building a 'internet-enabled value chain environment' using time compression, core

competency and continuous improvement ideas to create a seamless relationship between

each value chain member and the environment as individual firms carry out their core

competency activity as part of the value system.

4.6 Marketing Use of the Internet

The value chain has an activity focus as discussed above; it is necessary therefore to

organize the literature in such a manner as to relate internet marketing to business

activity. Goodman's (2000) four categories are activity driven; as such they enable this

organisation of the literature to suggest a research framework to suit to the objectives of

this research.

4,6.1 Information Use

Haynes et al (1997, p.231) state that the most important use of the internet amongst

participants in a mail-survey was as a tool for 'obtaining and disseminating information'

and Bennett (1996, p.335) concludes that the greatest assistance the firm gets from the

internet is as an information-gathering tool. This use of the internet is commonly
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accepted (Ainscough & Luckett 1996; Benjamin & Wigand 1996; Hamill & Gregory

1997; Hamlll 1991; Hoffman & Novak 1996; Paul 1996; Samiee 1998) as the most

'fundamental' use of the internet. Ashill et al (1996, p.193) offer a view relevant to this

research; suggesting the internet is at its most useful when used as an information

exchange along the value chain. The internet provides for a shift in one-way information

flows, to two-way information exchange, on to 1:1 dialogue between suppliers and

customers (Kiani 1998).

Rowley (1996,p31) discusses internet information use such as discussion groups, bulletin

board and mail servers (Rowley 1996; Sandelands 1997). These can be established to

update participants or 'subscribers' automatically. The firm could enable all who

subscribe to have information emailed to them. The 'commentator' (of the firm's

product) simply emails an address and the mail server forwards it on to each subscribing

member. As the information is 'unedited' it enables the firm to build the credibility of

the information, which Sandelands (1997) suggests is vital as much information on the

internet is deemed to be unreliable. Traditional marketing variables such as quality and

perception are then drivers of the positive or negative brand impact of the information

conveyed. Marketing personnel can use this approach to post comments, become

'subject matter experts' (Heinen 1996) and influence the group'

Using email groups the marketer has 'immediate access to hundreds (perhaps thousands)

of people...to listen (to) or address questions, opinion and concerns' (Sandelands 1997).

Sampson (1998, p.72) regards this highly and also points out that as well as having 'more
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opportunities to actively solicit feedback' it is at much lower cost than traditional

methods. This feedback is also more up to date than could ever be expected using

traditional resources (Hamill & Gregory 1997; Hoffman & Novak 1996). Discussion

groups can be more formally used as email consumer panels, online surveys and even

focus groups (Montoya-Weiss et al 1998). As email and online forms give anonymity the

likelihood of 'focus group biased' behaviour is less likely (Montoya-'Weiss et al 1998),

which given peer behaviour often associated with wine, is desirable to avoid influenced

fesponses.

Using the internet to disseminate information to customers can match the effect of a sales

team and dramatically cut down 'human' time needed to carry out activity (Heinen 1996).

In addition the interactive, dynamic format of email can increase results over 'vetbal'

information. Hoey (1998) found that for such a cheap cost, information can be supplied

to the supply chain and consumers using email and that this medium has much more

influence in decision making than other written or verbal information. Herbig and Hale

(Lgg7) stress the need for creativity in disseminating information especially considering

that electronic information can have great visual impact. Although email alone has great

information capabilities (van Wyck 7999), most firms establish a web site (Ainscough &

Luckerr 1996; Bennett 1997; Hamill 1997:Hamill & Gregory L997). A web site needs to

have a solid integrated marketing communications (IMC) approach because usels are

only likely to be encouraged to purchase if the information is easy to access, useful, clear

and concise (White 1997).
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Web sites present simple tools to both distribute and gather information (Hamill &

Gregory 1997). Many firms are using them to conduct market research and examine

competitor offerings (Goodman 2OO0; Haynes 1997) fully using the seemingly endless

resources available (Hamill 1997;Hamill & Gregory 1997). The information available

for research is so vast that the practical problem is selecting web site addresses, reliable

sources and doing so in a timely manner. Heinen (1996) describes the chaotic nature of

the internet's architecture leading to problems with sourcing information, as does

Sandelands (L991) and Rowley (1996) points out the biggest problem with the internet is

retrieving what you want.

Mathur et al (1998) conclude the World Wide Web ls an information distribution system

and as such all firms should actively use it in their business activity. As a medium, the

information is rich, dynamic and visual (Herbig and Hale 1997). As an information

source it has greater influence on decision making than any other medium (Hoey 1998)

When integrating the internet into marketing practice, though, it is essential to move

beyond Information and engineer the fundamental processes in the business (Sandelands

1997, p.l1), to use the internet to work with and automate information flows; this is one

of the challenge facing marketers in the twenty-first century (Culkin et al 1999,p.6).

It is possible to suggest a relationship may exist between using the internet to gather and

distribute information and the creation of competitive benefit, especially in the areas of

time-compression, through gathering and distributing information much quicker (Hamill

& Gregory 1997) as well as relationships, through increased communication and sharing
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across business lines (Quelch & Klein 1996) and continuous improvement. A hypothesis

will be developed to enable testing for this possible relationship (See Chapter 5).

4.6.2 Business Process Use

Although information transfer is one of the greatest uses of the internet, it is how the

information can be used that gives greatest scope for firms to move beyond traditional

constraints. Establishing business processes using the internet that automate information

dissemination may provide opportunities to increase the effectiveness and efficiency of

business communications and coordination (Ainscough & Luckett 1996; Ashill et al

1997; Hymers 1996; Kiani 1998; Morgan 1996; Poon & Swatman 1997; Sola 1996).

Ultimately the internet offers the opportunity to 'change the way you do business' (Verity

1994), Quelch and Klein (1996) conclude that using the internet for automating business

activities will redefine business processes themselves, creating new opportunities for

innovative firms.

The internet offers firms an extremely inexpensive way of communicating, (Ashill et al

1997; Brown & Henderson 1997). From personal emails to agents the other side of the

world to sending bulk emails to thousands of downstream customers offering product

details and purchase incentives, the internet is a tool for coordinating value chain activity

from the producer to the final consumer (Hamill & Gregoty 1997; Morgan 1996;

Moncrief & Cravens 1999; Quelch & Klein 1996). Both Morgan (1996) and Rowley

(1996) position the internet as a tool to provide sales support to consumers and trade

customers through the use of online catalogues and searchable databases for problem
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solving. This level of sales support is so important it may well be viewed as redefining

the distribution functions of intermediaries (Rowley 1996, p.35). Sandelands (1997)

agrees with this view in the discussion of online support for agents and distributors,

whilst Ghosh (1998) suggest this level of service can be the same as the service levels

provided by a 'human' sales force. More simply, using the internet for business

processes enables existing sales staff to 'focus more on the customer' (Moncrief &

Cravens 1999).

Integrating the internet into business process can redefine the provision of customer

support. Automating databases of problems with solutions and establishing web pages

with frequently asked questions (FAQs) could save the customer considerable time, while

the firm saves money and personnel resources (Heinen 1996; Sampson 1998). Heinen

(1996) gives the examples of Sun Microsystems saving over US$1 million simply by

compiling the most commonly asked questions and answers to problems and posting

them as FAQs and Robins (2000, pp.250) notes that IBM were able to offer high

precision, high speed customer service cutting days off turnaround times. A business can

centre its operations on a web site and carry out its activities much less expensively,

appearing larger and more capable than it is without incurring higher costs (Herbig &

Hale 1997). In fact the coordination costs may drop through automation (Benjamin &

Wigand 1995) as web-centred operations can be much less labour intensive once

established (Haynes et al 1997) and provide greater levels of communication with

customers (Palumbo & Herbig 1998; Rowley 1996), ultimately enhancing activity

between distribution channels (Palumbo & Herbig 1998, p 255).
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Although redefining business processes and establishing internet based operation requires

capital investment, Gulati and Garino (2000, p.109) believe it is much cheaper to

reorganize business processes and reach customers (trade and consumer) via the internet,

that is, much more efficient in taking and processing orders via the internet than to

continue using traditional businesses processes. Robins (2000, p.253) points out that

Pacific Dunlop dramatically decreased its order turn around time to within one hour using

internet based business processes without increasing costs. It is necessary to develop

IMC plans and responses along with logistical coordination and trigger mechanisms

(Hoey 1998; Palumbo & Herbig 1998). Customer enquiries can be responded to

automatically (Sampson 1998), and orders automatically processed through notifying

freight companies to come and pick up the product from the firm if the internet has been

engaged through well-implemented business process use.

A web site centred operation shifts the responsibility for action to the user. Customers

become the data entry personnel for orders, research and complaint resolution (Heinen

1996). Thus, it may even be more efficient to enable winery staff at the cellar door to

process orders through the company web site, where they have access to customer

history, inventory levels and can prompt demand for associated products (Gulati &

Garino 2000), than in more traditional ways. Internet enabled processing can eliminate

double handling of order processing as the system can be established so that all business

processes are activated after entering details into the order system just once. Heinen

(1996) regards this as having the additional benefit of encouraging cultural change in the
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organization towards greater efficiency and effectiveness as it encourages

communication, accountability and streamlining of business processes.

Developing business activity around the internet to include online catalogues and email

delivery of product information can greatly reduce costs, Heinen (1996) reported that

firms can save257o on costs of printed material and reduce cycle times by 62%. Storing

and accessing past purchase information increases both effectiveness and cost-savings

using automated relationship marketing. Robins (2000, p.25Ð uses the example of hotels

using guest information such as the length of previous stays, to carry out such activity.

The customer can have tailored communication delivered at negligible cost to the firm

that fits their specific purchase behaviour and style, thereby increasing the rate of

success. Postal, printing and associated costs involved with database marketing are

almost eliminated if business processes are designed around internet use (Palumbo &

Herbig 1998, p.260). In following up post-purchase activity using automated business

processes (Robins 2000, p.255) the firm is designing its activities to incorporate the full

buying process (Kotler et al 2001)

With the benefits to be had from designing business processes so as to incorporate and

take advantage of the internet, firms may well be willing to pay for their customers to get

online with them (Heinen 1996). This may lead to revenue from well-implemented and

designed information and business processes. The literature suggests a relationship exists

between integrating the internet into business process and the creation of competitive

advantage, especially in the areas of relationships, core-competency (through the creation
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of a seamless value system) and time-compression. A hypothesis will be developed to

enable testing whether this relationship does exist (See Chapter 5)

4.6.3 RevenueGeneration

Whilst much of the internet hyperbole of the past has concentrated upon the expectations

of huge revenue earnings, most pioneer internet marketers achieved little but 'red ink'

from their online ventures (Rowley 1996, p.26; van Wyck 1999a). Using the internet for

revenue generation need not however be directly related to internet sales (Gilbert et al

1999, p.2I). 'Companies who use the internet, not only for advertising, but for email and

customer order(s), increase their hours of business', as well as the total market and

potential revenues (Paul 1996, p.30). Although the smallest firm can use the internet to

achieve sales to anywhere in the world (Hamill 1997; Hoffman & Novak 1996; Quelch &

Klein 1996; Morgan 1996; Paul 1995), the internet is better regarded as a tool for

promoting products and thereby generating revenue through all channels of distribution,

traditional and online (Samiee 1998). Surveys (Heinen 1996,p.7) found that, as early as

1996 (some four years before the technology sector 'bubble' burst) less than one third of

companies that have a'Web site expected to sell anything on it.

In its simplest form, the internet can be used to generate revenue through the involvement

of company personnel to engage discussion groups and chat rooms. Marketing personnel

can contribute to various bulletin boards, chat rooms and discussion groups and leave

remarks on the their company offers, or more anonymously as 'you should try this',

thereby stimulating demand for the company product and steering traffic through all
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available distribution channels (Palumbo & Herbig 1998). At this level the firm need not

even have a web site just a connection to the internet; indeed by using public access

internet kiosks, cafes, etc. the firm need not even have an internet connection.

Advertising on the internet offers the firm the opportunity to target its market by more

precise means due to the electronic nature and measurability of online advertising. An

advertiser can purchase a 'word' on a search engine so that when the internet user types

in that particular word the search results are headed with an advertisement for the wine

brand belonging to the firm that bought the 'word' (Haynes et al 1997; Heinen 1996).

For example, if the consumer types 'Australian wine' into the search field on

www.altavista.com, they may automatically be given an advertisement for Lindemans if

the owner, Southcorp, has bought those words on the Altavista search engine. Such

advertising becomes micro-targeted and highly efficient (Kiani 1998). The consumer

need not necessarily 'click through' to the web site as the brand advertisement potentially

builds the brand; the consumer may, nonetheless, purchase the product on their next visit

to a retailer. Aldridge et al (1997) propose the internet should be used to generate

revenue by attracting attention and interest to products and then driving demand through

existing channels. Gulati and Garino (2000, p.8) suggest that the internet should create

demand so that when a consumer has selected the item they like they can buy it wherever

they want to.

Email offers many opportunities for revenue generation; in fact Rowley (1996) and van

Wyck (1999) suggest the firm can engage in selling online through using email alone.
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Using traditional database management techniques, or 'new economy' Customer

Relationship Management (CRM) software, the firm can use the information it gathers

through research and various business processes to implement internet based relationship

marketing (Kiani 1998; Moncrief & Cravens 1999) more cheaply than previously

possible. Aldridge et al (1997) suggest using a tailored magazine or email newsletter to

stimulate demand and generate revenue. Heinen (1996) notes the cost is marginal for

marketing to additional customers once the infrastructure is established. That cost is a

fixed cost which does not increase as it increases revenue. Using Robins' (2000) hotel

example, the firm can gather and use data on past guests to automatically email

incentives around their birthday, or other tailored needs; this is the effective use of the

internet to disseminate information, using internet driven business processes with the aim

of generating revenue.

A web address (URL) can be promoted passively through signature blocks automatically

inserted on every staff members outgoing emails (Palumbo & Herbig 1996) or actively in

conjunction with other advertising to provide extra detail and optimize the attention given

to it by the target audience (Moncrief & Cravens 1999; Peattie & Peters 1997). A

television or press advertisement can cany tag or headlines containing the URL and

incentives to visit, once there the consumer demand for the product can be stimulated

with rich content (Hoey 1998) provided by well developed IMC strategy throughout the

entire site. Even the most basic site will usually contain more information than a 30

second television commercial or quarter page press advertisement and enable the

customer to register details to join further relationship marketing activities conducted by
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the firm to generate revenue. The internet lends itself to all advertising purposes (Paul

1996, p.3l)

The web site should contain searchable and simple to use catalogues (Rowley 1996) and

extended product information to cater for the various target market segments. Gulati and

Garino (2000) discuss retailers giving consumer access to Web sites through internet

kiosks located in-store. The electronic nature of the internet enables all advertising

effectiveness to be measured, opening possibilities for increased efficiency and

effectiveness (Kiani 1998; Paul 1996), It appears that although the internet offers a great

deal to promotion, and thus revenue potential, it offers far less in terms of generating

direct sales (Rowley 1996, p.35; 1998 1999, p.516). It is evident in the literature that

eCommerce is much more than online sales. The internet can be used to generate

revenue for all channel members, rather than resulting in a replacement, or dis-

intermediation effect. Generating revenue need not even rely on having a Web site,

although the richness and'2417 ' nature of the web does offer much to the firm's revenue

stream although not necessarily using internet enabled financial transactions.

Using the internet for generating revenue, as reflected in the literature, may be dependant

on internet use for gathering and distributing information and integrating internet use into

business processes. Rather than actually generating direct sales via an online site, the

internet needs to be assessed in relation to the internet contribution to total revenue. A

return on investment approach may be suitable to compare it with other advertising

mediums, although this is not always an effective way to measure advertising (Belch &
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Belch 2001). This research will examine the relationship between use of the internet for

generating revenue and overall competitive benefit. The literature suggests that such use

will reduce the time taken to engage in business activity, as well as time and efficiency

savings in terms of reduced search costs for buyers. Furthermore, it may increase the

intimacy of relationships between members of the various value systems.

4.6.4 Financial Transactions

The fourth category of internet use in marketing is that of financial transactions. Quelch

& Klein (1996) note that using online payments, a firm of any size can do business with a

customer anywhere in the world, twenty four hours aday, seven days a week. Financial

transaction use of the internet enables payments and settlements of account with ease

(Morgan 1996), and (security issues aside) encourages people to do business with you

when they come to your Web site (Heinen 1996). A credit card enables payment when an

order is placed (Heinen 1996) and is a reliable instrument for commerce (Palumbo &

Herbig 1998). Newer developments for online financial transactions, such as 'Impex' by

Westpac Bank in Australia seek to automate the issue and acceptance of online letters of

credit and associated export sales documentation, thereby facilitating use of the internet

in international trade.

Business use of the internet to process financial transactions offers many benefits. Order

processing via the internet is well under half the cost of transacting the same order via

traditional catalogues (Gulati & Garino 2000, p.109). It is not just cheaper for the firm
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accepting the order though; Palumbo & Herbig (1998) note that it is cheaper to take and

place orders, thereby offering cost savings to customers who business with a firm that is

using the internet for financial transactions.

The internet does not have to embrace payments online to facilitate financial transactions

(Rowley 1999, p.516). Haynes et al (1997) found that thirty percent of businesses using

the internet used it to source finance and capital investments, a notion supported by

Sathye (1999,p32Q who refers to transactional banking as 'buying financial products, or

services online' Customers can browse a brochure, but process payment via facsimile,

telephone or post and still receive receipts, invoices and various other purchase and

transaction information online. Herbig and Hale (1997) found that convincing customers

of the safety of paying online is often difficult yet vital to operations. However firms can

use the internet for financial transactions without requiring online payments. One such is

www.winepages.com.au (accessed 10 May 2001), a directory style Web site that lists

supplier details. This site allows businesses to register their company online but the tax

invoice is automatically generated via email addressed to the registered firm for payment

using traditional cheque facilities via post. Once payment is received the financial

transaction is completed when www.winepages.com.au record the payment as received

online and the registered company goes live. This enables financial transaction use of the

internet without online payment concerns. The financial transaction is documented using

the internet but the payment and payment processing uses traditional means.
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Strategic business processes can incorporate use of the internet for financial transactions

to complete customer payment without the customer using the web site interface.

Rowley (1996) points out that the firms internal staff can use the Web site to process

customer payment when taking credit card details via facsimile, email, telephone or even

in person. Ensuring the internet is used for financial transactions offers both the

customer and the firm key benefits, but this does not necessarily have to entail use of

online payments. The literature comprehensively agrees that payments using online

transfers are much quicker than traditional options, and should thus result in time-

compression for buyer-supplier transactions. The systems established might incur

learning costs, which might then become barriers to entry through switching costs once

relationships are established.

4.7 Research Framework

Internet marketing in this research is taken to include the development and

implementation of the marketing mix (price, product, promotion and distribution); that is

the full range of conventional activities. Existing use of the internet for marketing as

discussed in the literature is reviewed using Goodman's (2000) four categories. These

are not mutually exclusive. In many cases they are mutually supportive. As these

categories are proposed, Information Use will be the first types of activities adopted,

leading Business Processes, which may in turn then be used for Revenue Generating

activities, that, if fully integrated, will support Financial Transaction use. Investigation

may in fact show they are more effective when the degree of integration of the internet
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into marketing activity is greater. Fig. 4.6 offers a diagrammatic representation of the

possible relationship between the keys concepts outlined in this chapter. The Wine

Industry Value System is used to examine the interactions and activities carried out

between members of different echelons of the South Australian Wine Industry. The

sample group in this research, the South Australian Wine Industry, uses the internet for

activities that may readily be grouped using Goodman's (2000) four use types. The

literature suggests that competitive benefits may be developed as continuous flows in all

of these ways. In this research, data will be collected to examine these relationships. The

four categories of use may be regarded as representing the different levels of internet

adoption; the research will also examine this proposition.

Figure 4.6 Research Framework

The literature on Information uses and Business Process uses of the internet focus on

time and money savings. Given that so many firms have invested vast amounts of money

and time into establishing internet operations, the internet should perhaps be viewed as a
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tool for cost reduction through improved efficiency and effectiveness. Failure to

integrate the internet with all four-use types would mean foregoing some of the benefit

the internet has to offer. Examining the impact on the value chain and the competitive

advantages that may be developed can highlight the benefits lost through lower degrees

of adoption and integtation. This thesis will investigate the competitive advantages that

may arise from each and all of the various usage levels of the internet.

4.8 Summary

The literature on internet marketing is still in its infancy. To organize the largely

descriptive literature available on internet marketing, this summary has used the key

concepts of, (i) the nature of competition (Porter 1979) and Competitive Benefits

(adapted from Moss Kanter 1990 and Prahalad and Hamel 1990). Then Goodman's

(2000) four categories of internet marketing were introduced to refine and structure the

literature review. After examining the literature these categories were seen to reflect the

degree to which the internet was integrated into the firm's activities. In many cases seen

in the literature, it is possible that internet use of one category may drive benefits realized

in other categories. It can be hypothesized that there is some relationship between use of

the internet for marketing purposes and the development of competitive advantage. The

next chapter proposes the research hypotheses that will be tested in this thesis
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Chapter 5 - Research Method

5.1 Introduction

This chapter begins with justification of the research; its intended contribution to

academic knowledge and its commercial significance. This chapter then outlines the steps

taken to relate the literature to the research context, namely an overview of the pilot study

conducted through preliminary interviews that enabled the research hypotheses to be

developed for testing. The chapter then sets out to describe the methodological

considerations taken into account. It discusses the problem of examining such an

emerging school of thought, highlighting the two most relevant approaches along with

their respective advantages and disadvantages. This chapter then details the selected

research method. This includes:

The process for data collection

The population for this study

The measurement variables developed from the literature and pilot study

The research instrument in terms of questionnaire design

The pilot survey of the research instrument and associated modifications

An outline of the data analysis and testing carried out for possible non-

response bias and hypotheses testing.

1.

2,

J.

4.

5.

6.
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5.2 Purpose of this research

As discussed earlier, the internet is a new tool for business and has yet to be consistently

used for profitable commercial activity. This research is intended to have a strong

practical orientation. The South Australian Wine Industry is increasingly exposed to

global competition and faces the need to improve productivity and develop more

effective marketing in order to sustain current levels of growth. The purpose of this

research is to identify a lucid, practical framework that firms within the South Australian

Wine Industry can use to integrate the internet into their marketing activity. The method

used in this research is driven by the purpose and objectives of the research as much as

by academic convention. Zaltman (1997) and Zinl<ham et al (1990) suggest this

feasibility is ultimately a success factor in ensuring marketing research contributes to the

development of knowledge for marketing practitioners and academics alike. Weick

(1989, p.516) cites Lindblom (1987) in stating that much new theory is trivial because the

process is driven by methodological structures that favour validity rather than value.

Although this comment is extreme it highlights the importance of selecting appropriate

method for the purpose of this type of research. Shah et al (1994) stated that research in

the marketing discipline has to be useful in order to be of any value. This seeks to

develop a framework for practical use of the internet for marketing purposes as well as

assisting further research into this new area of business strategy and marketing; to gain

the commercial benefits that arise from technology adoption.
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5.3 Preliminary Inter views

Examining the academic literature provided insight into how the internet may be used for

marketing and the role it may play in the development of competitive benefits. The

literature provided a broad view across a number of industry sectors, different tiers of

industry, upstream and downstream suppliers, all with different business activities and

different internet use. As activity is different across tiers and industries the literature

provided many frameworks to look at the South Australian Wine Industry. As previously

stated, the value chain and internet marketing analysis are activity based; this necessitates

developing measurable variables based on activities within the sample group. It became

evident early on that it was necessary to investigate activity usage within the South

Australian Wine Industry before designing the research and survey instrument.

This necessitated preliminary interviews as part of the method design with a number of

businesses across the various sectors of the South Australian Wine Industry. Interviews

were conducted with seventeen managers within the South Australian Wine Industry,

over a three-month period. The interviews ranged in time from 75 to 90 minutes with

most interviews taking place at the business premises of those being interviewed, while

the remainder were conducted in various cafés over coffee either after meeting the

interviewee at their place of business or pre-arranging to meet at a venue.
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1. Grape growers (two interviews) - whose primary activity was to

grow and sell grapes under contract to a winery. In both cases, a

negligible amount of grapes were retained for production into wine

that was not intended for public sale.

2, Wineries (four interviews) - the wineries interviewed were also

growers in their own right but produced commercial quantities of

wine for public sale under their own label. In two of the four cases

the marketing manager was interviewed whereas the other two

involved the owner.

3. Distributors (two interviews) the sales managers were

interviewed from two separate distribution companies. One

serviced only the South Australian marketplace whilst the second

had a national operation.

4. Retail (four interviews) - three store managers were interviewed

along with one owner, all from separate stores. Two were part of a

national chain, one independent and the other part of a national

buying and marketing group.

5. Media (two interviews) - one writer was a freelancer who wrote

for a number of local and national publications whilst the other is

the editor of a national wine magazine.

6. Suppliers (three interviews) - one freight and logistics company

with national operations and a wine industry focus, one firm that
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supplies labels and printing services and one mechanical

engineering firm.

Using the knowledge gained from the literature review, a structure for conducting the

interviews was developed (Appendix I). As this was preliminary data investigation the

interviews were conducted informally and each interview built on previous interviews

(Zikmund 1997). Whetten (1989, p.499) regards this as the time to let logic replace data

as the basis for evaluation. The information collected was not intended to be subjected to

data analysis and testing, it was intended to generate sufficient contextual knowledge for

the survey instrument to be designed (Zink'ham et al 1990).

Interviews were conducted using the questions shown in Appendix I to guide discussion.

Respondents were asked questions initially to ascertain what type of firms within the

wine industry those interviewed interacted with and how often. Initial questions were

asked pertaining to the internet experience and understanding of the interviewee.

Discussion then moved to the problems encountered in dealing with other firms in the

wine industry value system, to attempt to identify the activities and problem involved as

the firm from one echelon of the value system interacts with a firm at different echelon of

the value system. Interviewees were asked if they used the internet (including email)

with others inside or outside their firm. General discussion was then engaged to identify

what types of activities the internet was used for, at this point prompts were used as

needed using examples of activities other interviewees had raised. This was a major part

of the interview and sought to have interviewees identify and describe the activities for

which they used the internet with upstream and downstream echelons of the wine
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industry value system. As this thesis is examining the impact of the internet on the value

system of the South Australian Wine Industry this was a key part of the process.

Activities needed to be identified at this stage which involved activities for which the

internet was used that entailed coordination, administration and interaction between the

value chain (Porter 1985) of one firm at one echelon of the value system with the value

chain of other firms, at both upstream and downstream echelons of the South Australian

Wine industry Value System.

A similar approach was also used to ascertain the perceived benefits from using the

internet in the manner discussed. This approach sought to identify benefits that firms at

one echelon of the value system perceive to generate through their use of the internet in

dealing with different echelons of the marketing channel, both upstream and

downstream. Questions were asked concerning the extent to which other firms in the

wine industry used the internet and what benefits could be generated if others in the wine

industry value system used the internet more in the course of their business activities.

General opinions were then solicited from each interviewee as to the likely role of the

internet in their business, job and the wine industry at a national and international level.

What follows is an overview of the interview discussions.

Firms within the wine industry are heavily reliant on third parties to perform value chain

function; gro'wers, wineries and distributors are small in terms of numbers of staff and are

reliant on other firms to perform their specialised function. 'Wineries may use third party

suppliers for vineyard management, crushing and processing, winemaking and storage
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facilities, bottling product, warehousing, distribution and even marketing itself. This

highlights the need to examine at an industry level the impact of the internet and the

benefits it generates. As Porter (1985) points out that there is no such industry value

chain, it is important to examine the various echelon of the industry and identify the

activities and interaction of one firms value chain with those of its upstream and

downstream value system members. The level of interaction within the industry was

high, with all echelons dealing with most of the other echelons on at least a monthly

basis. The notable exception was the interaction of all levels with 'growers'.

The types of problems encountered was fairly general across the board with most

reporting issues such as 'not enough time in the day', 'can't get hold of people when I

need to', 'the cost of mobiles (telephones)' and 'too much to do all the time'. Other

problems identified included the need to continuously interact with others in the value

system to 'keep the relationship going', 'make sure people are doing the right thing',

keep on getting our name in front of people', making sure our suppliers keep us informed

of specials, new products and how wines are traveling' and 'making sure the orders keep

coming through'. The most common them to be raised included the problems of

continuously coordinating activity with others. Interviewees noted that they were heavily

reliant on others for their success (this was not a theme with suppliers or media). Issues

were raised throughout each of the interviews at different stages that they were 'a small

part of a big wheel' and that the key problem was in making sure they did what they

needed to for other echelons and that other echelons did what they (the firm) need them

to do to support their objectives. This again highlighted the need to examine the wine
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industry as a value system through the activities that are involved in dealing with firms at

both upstream and downstream echelon levels.

Discussion on the activities the internet is used for in dealing within their own firm as

well as in dealing with other firms the value system often required the use of examples in

order to stimulate discussion. This was not as relied upon in the 'media' or supplier'

groups. Growers showed little use of the internet for any activities, which was reflective

possibly of the limited business activities in general; they had little business activity other

than the production of grapes and supply to a winery under contract once each year.

Common across interviews was general conversation on activities related to sending and

gathering information from other echelons of the value system, upstream and

downstream. This is key in developing the scale for 'information use'. Activities

included sending and receiving wine notes, new release information, checking

competition in the marketplace, seeing competitor promotions and undertaking marketing

research. Interviewees were then asked what use activities they had for the internet that

had become 'routine or replaced other systems or processes'. Again, 'growers' had little

response in this area. Wineries, distributors, trade and suppliers commented on the use of

email to have monthly updates on performance, sales, market movements and activity of

other value system members. One winery commented on the usefulness of email to

'maintain relationships and motivate the (20+) salespeople in the field'. Other comments

included the use of the website and email to answer questions on availability, to process

orders, order in stock (wine) and other supplies and generally to provide some customer
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service functions, from answering questions to having frequently asked questions on the

web site (from recipes for food matching to curing olives).

When asking questions as to the use of the internet to generate revenue, interviewees

responded vvith little comment. The line then taken 'was to ask about promotional

activities. Newsletters with the ability to print off order forms were common, with few

reports of having sales take place online. Distributors and wineries reported using email

and websites to promote where wines were available to purchase or taste. One trade

respondent commented on his use of email to 'tell customers what wines are on for free

tasting over the coming month - plus flog off a few specials as well'. Few reported use

of the internet to promote price based offers. Wineries used the internet to offer back

vintages of wine to existing customers and make offers of 'premixed dozens' at bundled

prices. Distributors commented on the use of email to keep their own staff as well as

trade customers up to date with what wines were on offer, and promotional offers, food

matching, availability of limited release wines and promotional support available.

Similar to revenue generation questions, little unsolicited response was received for the

activities used for financial transactions using the internet. The exception was that each

respondent reported using the internet for banking. Questions to clarify this resulted in

gathering responses such as 'use it to pay our suppliers' and 'our distributor pays our

invoices using internet banking'. Further discussion resulted in reports of interviewees

using email and the website to send and receive tax invoices, although these were not

necessarily paid online. Wineries and trade groups had established web sites with
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transactional capabilities but these were a very low percentage of their total sales, with

both reporting 'not much', 'abit' and 'I guess it'll end up being more as time goes on'.

Discussion on the benefits from using the internet for marketing was a combination of the

benefits that 'have' been generated and those that 'could' if others in the value system

used the internet, either at all, more or better. The most coÍtmon comments related to

saving time or using time better. 'Rather than being bothered all day by -y phone I can

get my work done and then answer emails when it suits me' was one comment, a view

expressed by most of the interviewees, along with comments of 'I know I'll get a

response within 24 hours, whereas I can play phone tag for a week' and 'it makes doing

things easier'. Most commented on the impact using the internet had in relation to having

to deal with members of their own value system in different markets, interstate and

ovetseas, as well as streamlining the distribution channel through using online freight and

logistics tracking. One winery and two trade interviewees commented on their use of the

internet to sell product to consumers they wouldn't normally be able to service profitably

but using the internet for taking an order, processing payment and arranging shipment

was now'painless and only takes a minute to pick and pack the order'. General

comments were received that related to business being cheaper in some aspects such as

gathering feedback from marketplaces related to quality, vintage comparisons and

consumer trends. Although there was little evidence of benefits received so far, several

interviewees commented how much more repeat business could be done 'if others

(echelons in the value system) could all use the internet more efficiently and have the

logistics and paperwork done electronically'. On further exploration of this comment and
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others similar the information appeared to be pertaining to 'making it easier to do

business with you then more people will choose to do business with you'. This

discussion of internet use benefits from using the internet provided insight that could be

used to develop the scales for the four areas of Internet Use and Competitive Benefit'

under investigation. Importantly the interviews highlighted the need to focus on

activities that involved interaction with upstream and downstream members of the wine

industry value system and the benefits that may arise from such use that improve the

competitive position of the firm'.

After conducting the interviews, the survey instrument was designed to capture data for

closer analysis and to test the research hypotheses. The literature review provided insight

into activities for internet use and likely competitive benefits; the interviews gave a

context to this insight and provided examples of use and benefit relevant to the wine

industry value system. The research framework was used to organise the comments on

internet use and competitive benefits to identify phrases and questions for the survey

instrument. This is also discussed in 'measurement of variables'. The knowledge built

up during these discussions was used in conjunction with the literature review to develop

hypotheses, select the method for the research and design the survey instrument. This

ensured the purpose of the research drove research design (Churchill 1979; Cooper &

Schindler 1998;Zlkmund 1997), rather than using factor analysis for exploratory research

(Iacobucci 1994, p279). This process conforms to Sekaran's (1992, p.28) seven step

Hypothetico-Deductive Method;
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1. Observation - Researcher's prior experience and initial research

2. Preliminary information gathering - Chapter Two, Three and Four

3. Theory Formulation - Qualitative interviews

4. Hypothesising - This chapter

5. Further scientific data collection - This chapter

6. Data Analysis - Chapter Six

7. Deductions - Chapter Six

It became evident at this stage of selecting and organising the knowledge into the

research design that there was little benefit to be gained from including the 'growers'

section of the South Australian Wine Industry in the sample group. All other

interviewees had almost no contact with growers except at the time grapes were entering

the harvest period. Growers in turn had little use for the internet and in fact showed little

business orientation; this was evident from the interviews with wineries as well as

groweïs. Most wineries are growers themselves (WID 2001);but they are more likely to

have a business orientation and to use the internet. Further, there is no governing body

representing growers or a need for them to hold licenses For the purpose of the research

the cost of reaching growers would have been high both financially and in time,

outweighin g any benefit from including them. So it was decided to exclude the 'growers'

from the sample group for the following reasons:

(i) Their lack of business orientation was likely to bias the response

(ii) There were few measurement variables to develop a construct for

measuring their behaviour
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(iii) Their lack of communication with any other sector of the South Australian

Wine Industry precluded them from being a representative sample of a

'virtual' value chain or value system.

(iv) There was no means of identifying 'Growers' as a population since they

were not required to hold a licence and had no representative association

with extensive membership.

Growers therefore were represented in the results through the responses of the 'winery'

group as wineries are also growers.

5.4 Research Hypotheses

The literature review and preliminary data gathering within the South Australian rüine

Industry enabled the hypotheses to be developed for testing to meet the objectives of this

research.

The more the firm has integrated the internet into its operations, the more it will have use

for the internet along a continuum of the four use categories; starting with information

use and progressing, business process use to revenue generation use and then financial

transaction use. As such, the responses for each of the four groups will be significantly

statistical ly different

H1 Internet use for marketing activity has four categories that are representative

of the degree of internet adoption for marketing activity by the firm
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The South Australian Wine Industry is a non-core IT industry and as such there will be

few instances of full adoption of the internet for marketing activities. As a Value System

there will be a decreasing amount of usage along the continuum of adoption categories

hypothesized in H1; this is to say that within its use of the intemet for marketing activity,

the South Australian Wine Industry will have decreasing amounts of use of the internet

for marketing activities progressing from highest use for Information Use then Business

Process, Revenue Generation and lowest use of Financial Transactions. This flows on

from Hl, in that within the use of the internet for marketing activity, the responses for

each of the four categories will be statistically significant different. H2 goes on from this

in that as a newly internet adopting industry, these categories will have an order to their

statistically different mean scores for each of the four scales.

H2 Use of the internet for marketing will be along a decreasing continuum of the

four internet marketing categories, with highest use for Information, and then

decreasing use for business Process, Revenue Generation and lowest use for

Financi al Transactions.

Using the internet for marketing will generate Competitive Benefits to the firm. This will

be examined for Internet Use as a whole, and then the relationships will be examined

between each of the four categories of internet use for marketing activities and each of

the four facets of Competitive Benefit. This results in a hypothesis at the broader level

that is separated into four sub-hypothesis that examine the four categories of internet use
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for marketing activity and their relationship with each of the four facets of Competitive

Benefit. Thus:

H3 Using the internet for marketing assists in the development of competitive

Benefits, specifically:

H3 (i) Information use of the internet for marketing gives rise to

competitive benefits through:

(a) Time Compression

(b) Relationships

(c) Core Competency

(d) Continuous Improvement

H3 (ii) Business Process use of the internet for marketing gives rise to

competitive benefits throu gh :

(a) Time Compression

(b) Relationships

(c) Core Competency

(e) Continuous Improvement

H3 (iii)Revenue Generation use of the internet for marketing gives rise to

competitive benefits through :

(a) Time Compression

(b) Relationships



105

(c) Core Competency

(d) Continuous Improvement

H3 (iv)Financial Transaction use of the internet for marketing gives rise to

competitive benefits throu gh :

(a) Time Compression

(b) Relationships

(c) Core Competency

(d) Continuous Improvement

Time, as a moderating variable, will interact with the independent variable of Internet

Use for marketing activity to influence the dependant variable of Competitive Benefits

generated from use of the internet. As such, the length of time the firm has had an

internet connection will influence the extent of use of the internet in each of the four

categories of Internet Use for marketing activities. In addition, the length of time the

firm has had an internet connection will also influence the Competitive Benefits the firm

has generated through using the internet for marketing activities.

H4 The length of time the firm has had an internet connection will be a

moderating factor in affecting the relationship between the firm's use

of the internet for marketing activities and the Competitive Benefits

realised through such use.
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H4 uses the length of time with an internet connection to investigate time as a moderating

variable. Time can also be gauged using the amount of time a firm has had a web site.

The length of time the firm has had a web site is likely to influence the extent of use of

the internet in each of the four categories of Internet Use for marketing activities. The

interaction between these two variables will influence the Competitive Benefits the firm

has generated through using the internet for marketing activities.

H5 The greater the length of time the firm has had a web site the

stronger will be the positive effect of the firm's use of the internet for

marketing activities on the realization of Competitive Benefits

5.5 Methodology

This research examines the application of a very recent business tool to which there is yet

to be an established method for conducting research. The research has drawn on the

internet research method of Hamill and Gregory's (1997) mail survey of business use of

the internet for marketing amongst 500 SMEs in the United Kingdom. As such the

methodology for this research entailed a bottom up approach embracing the fundamental

methods of business research - case studies (qualitative) and mail survey (quantitative) -

and various methods of measurement and analysis to ensure reliability and validity. As

previously stated, the methodology undertaken in this research was driven by its purpose.

Shah et al (1994, p.127) point out that too often new marketing research offers

incremental impact and that knowledge development at the doctoral level should be
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innovative and practical - even if provocative. Whilst solid methods must underwrite all

academic research it must support the purpose, not drive the research. The purpose of

this research is to identify a lucid practical framework that firms within the South

Australian Wine Industry can use to integrate the internet further into their marketing

activity.

5.5.1 Possible Approaches - Relative Strengths and Weaknesses

As the research centres on benefits gained from internet use, using the internet to gather

data was discounted in the first instance because of the likelihood of self-selection bias

(Zikmund 1997). Those viewing the internet positively rwere more likely to access the

internet to complete the form. Internet based methods do not attract a representative

sample of the population (White 1997). The primary choice was the selection of a case

study approach gathering qualitative data through interviews, or, using a mail survey to

gather quantitative data. Both approaches are common in marketing research (Churchill

1995; Cooper and Schindler 1998; Zlkmund 1997) and both presented possible methods

for this research.

A case study, qualitative approach would have enabled the researcher to establish a

'hypothetical' value system from the primary production stage, through processing,

distribution and retail, with possible extensions to consumer selection and consumption

behaviour. Research design using this method enables the researcher to gather data in all

pertinent areas of the research construct as well as allowing data collection to be refined
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and probed to develop maximum knowledge (Sekaran 1992; Zlkmund 1997). Borman et

al 1986) suggests that a problem underlying market research findings from this method

lies with validity, as the results are not generalisable. Borman et al (1986) goes further to

conclude that the case study approach for marketing research results in the researcher

constructing an unreal and invalid world that represents only itself and therefore adds no

real knowledge to the research outcomes. Generalisability is one of the critical success

factors for research validity (Sekaran 1992), Mook (1988) comments that many

experiments in which samples are constructed and selected by the researcher are simply

not generalisable.

Of significant importance to the research method selection process here was the high

level of research bias evident to the researcher in gathering data in the initial data

gathering interviews. The abstract concepts involved in this research and the recency of

the internet as a business tool necessitated the researcher explaining and asking multiple

questions to elicit useable responses. To uncover uses it was sometimes necessary to use

leading questions and suggestions, especially in terms of proposing hypothetical uses to

see what benefits night be derived. Although this then allowed the interviewee to frame

the concept with their experience it was researcher biased. This was deemed to be

acceptable in the preliminary data collection to build the knowledge, relevance and

interest to the sample group (Kanuk & Berenson I975) and develop the research design,

but posed a concern for the validity of the research if this method was expanded beyond

the preliminary stage (Churchill 1979).
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Mail surveys are capable of reaching many potential respondents in a short period of time

(Cooper & Schindler 1998; Sekaran L992), which assists reliability and validity through

weight of numbers and the cross section of the population reached. This method has little

researcher bias as the sample group complete the survey instrument themselves (Sekaran

1992). As the internet is a new tool for marketing it was deemed necessary to reach a

large number of respondents (Hamill & Gregory 1997) to ensure validity of the research.

This approach enabled this research to reach alarge cross section of the South Australian

Wine Industry, which was necessary to meet the aims and purpose of this research.

The primary problem with mail surveys relevant to this research is the inability of the

researcher to clarify data as it is gathered. The respondent completes the survey

instrument and has no-one on hand to ask questions to which they may need answers in

order to respond accurately (Churchill 1979; Cooper & Schindler 1998; Zikmund 1997).

This impact is minimised in this research through the use of the initial interviews to

develop the knowledge to design the survey instrument relevant to business managers

within the sample group. Furthermore the researchers contact details were contained

within the survey instrument with an offer of contact if needed. Although mail surveys

are criticized for being broad rather than deep (Churchill 1995, p.180), in such an

emerging business area this broad approach was selected to enable an industry wide view

to meet the purpose of the study and identify a framework for further research.

Response rates are lower with mail surveys than case studies (Zikmund 1997; Cooper &

Schindler 1998). To increase the response rate a stamped, self-addressed envelope was
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included, along with a letter of introduction that explained the research and emphasised

the short time required to complete the survey instrument (Cooper & Schindler 1998;

Kanuk & Berenson 1975 Zikmund 1997). An incentive was also included to increase

the response rate. At the top of the first page all respondents were advised of the chance

to win one of three prizes of a days free marketing consulting for their business. This

draw took place after the analysis ofresults and was carried out by the researcher.

The research is a cross-sectional study of the South Australian Wine Industry in which

the data was collected using a mail survey. The area of the research and its commercial,

practical nature, provide the scope for future studies to extend into longitudinal research.

It was conducted using the hypothetico-deductive testing approach (Cooper & Schindler

1998; Sekaran 1992).

5.5.2 Data Collection

Data were collected through a self-administered mail survey. The unit of analysis, that is

the level of aggregation of data analysis, was firstly individual and then aggregated to

group level. The individuals were managers within the South Australian Wine Industry;

the data were then aggregated into groups representing the various tiers within the South

Australian Wine Industry, including wineries (primary production and manufacturing),

distributors (intermediaries), the retail sector (retail licensees and on-premise, namely

restaurants and hotels) and suppliers. The data gathered from each individual were

treated as an individual data source in initial analysis and then aggregated to groups
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representative of their tier within the South Australian Wine Industry thus providing an

investigation at more than one level (Zikmund 1997).

5.5.3 Population

The wine industry in Australia is tightly regulated as it involves the sale of alcohol. All

parties in South Australia that profit from the sale of wine must hold the appropriate

licence (SAWBIA 1999, pers. comm). This makes the census in 3 of the 4 groups

(wineries, distributors and retail) clearly visible, as they are publicly available through a

number of sources. Wine industry suppliers are listed in the Wine Industry Directory

(WID), a 'yellow-pages' style directory considered to be the industry standard

(Macgregor 1998). Although WID (1999) lists 736 suppliers this only includes

'traditional' wine industry suppliers, largely of technical services and products. It does

not include more general business supplies as would be included in, for example, the

Yellow Pages directory of business-to-business suppliers; as such WIDs (1999) supplier

listings could not be deemed to be a census of this group.

This research used databases obtained from WID (1999) that consist of a census of all

wineries in South Australia, a census of all distributors in South Australia and a

population of Suppliers. Every winery and distributor received the mail survey, whilst

312 of the 736 suppliers were included. For the retail group, a database was obtained

from the Australian Hotels Association that listed every licensed premise (retail and on-

premise) in South Australia. Two hundred of these were included through stratified

sampling to ensure postcodes were represented evenly in the sample. This was essential
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to ensure a mix of inner city, suburban and country licence holders were represented in

proportion to the census (Zikmund 1997). This approach to selecting a proportionate

stratified sample of the retail gtoup ensures greater statistical efficiency (Cooper &

Schindler 1998, p.239). It also enables the population mean to be calculated simply by

calculating the mean of all sample cases (Cooper & Schindler 1998, p.239). Table 5.1

details the groups included in the survey, along with total census population and the

method for selecting the research population.

Table 5.1 Population

Group Census Included How Included
Wineries
Distributor
RetaiVOn-Premise
Supplier
Total

261
21

4t56
Unknown

Census
Census
Random Stratified
Random

26t
21
200
3t2
800

5.5.4 The Research Design

As discussed earlier, the research design used pre-selected categories to measure activity

and benefits using Goodman's (2000) four categories of internet use for marketing and

four categories of benefits to measure competitive benefits developed using Kanter's

(1990) and Prahalad and Hamel's (1990) work on competitive advantage. The categories

were used to develop the survey instrument shown in final form at Appendix II. The pre-

selection of these categories was justified after the literature review and initial interviews

suggested it was necessary to establish multi-item measures (Churchill 1979; Gerbing &

Anderson 1988). Churchill (1979) notes that although time consuming, marketers are

much better served using this approach. He goes on to state that marketing could
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eliminate many of its problems with varying definitions and abstract concepts if more

constructs were developed in this way. This research construct attempts to clarify the

concepts of competitive benefit and provide apractical view of internet marketing.

Multichotomous scales using multiple indicators (Ghauri et al 1995) were used

throughout the survey for three reasons. Firstly it reduces the instructions the respondent

needs to be given in order to complete the questionnaire (Churchill 1995). The abstract

nature of the concept under investigation and the confusion seen in the preliminary

interviews necessitated keeping the survey very clear and minimising instructions in

order for the respondent to complete the questionnaire accurately. Secondly the use of

multichotomous scales secures a great deal of information 'from the respondent in a short

period of time' (Churchill 1995, p.420). Thirdly, in a multichotomous question multiple

indicators used this way to capture a construct offer a more valid and reliable measure of

the concepts under investigation (Ghauri et al 1995). No disguised questions (Zikmund

1997) were used for two reasons, (i) the abstract nature of the concepts being used and

(ii) the recency of internet use for marketing in the South Australian Wine Industry and

difficulty interviewees had answering showed the need for plain, straightforward

language related to activities and benefits.\

5.5.5 MeasurementVariables

Measurement is the assignment of numbers to empirical properties (Ghauri et al 1995,

p.42).From the literature review and initial interviews it was possible to develop the

construct. The intervie'ws responses were tabulated into groups using Goodman's (2000)
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four categories of internet use and the four drivers of competitive benefit (Prahalad and

Hamel 1990; Kanter 1990) discussed in Chapter 4. Whetten (1989) points out that it is

better to err in favour of including too many factors in the design stage. These were then

examined to ensure each activity usage and benefit from use was represented in each

group and such terminology 'was understandable to potential respondents whilst not

unduly biasing the responses. A small number of activities had to be specifically worded

for the type of respondent the survey was being sent to, as there was no way to have the

response represented than to measure it in specific terms. For example: 'announce

tastings or new menus' was highly relevant for Retail but had no relevance to the

Distributor or Supplier groups.

Five point Likert scales were used for Internet Use and Competitive Benefit with '5'

representing the positive response anchor and '1' the negative anchor. For the Internet

Use for marketing purposes, the scales were headed as Often (5), Sometimes (4), no tag

(3), Occasionally (2) and Never (1). From the discussions in the pilot interviews and the

pilot survey these represented the appropriate headings for the sample respondents.

Zikmund (1997) supports the use of four descriptors such as this on a five point Likert

scale and Ghauri et al (1995) holds that this may assist the construct with less variation in

response sets from the sample than would a 7-point scale.

Similarly, the questions pertaining to 'Competitive Benefits' were given indicators of

'Strongly Agree (5)' and Strongly Disagree (1)'. This decision was made after the pilot

interviews and pilot survey showed respondents were most likely to answer strongly yes
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or no. It was decided that the use of more than these two descriptors would make these

questions cumbersome and miss the intrinsic nature of 'benefit' that each respondent

held. This study maps the indicators of internet use for marketing and the benefits

received from using the internet through the collection of interval scale data using

multichotomous scales (Ghauri et al 1995; Stevens 1946). Although Osgood (or

semantic differential) scales are suited to measures such as these, they were not selected

due to the problems with generating individual bi-polar choices or phrases to accompany

each measure (Zikmund 1997, pp.357-359). The use of Osgood scales would have

necessitated using differential (bi-polar) responses such as, 'fast-slow, more qualityJess

quality' (Zikmund 1997, p.359). The abstract nature of the use and attitudes being

examined were better suited to the use of Likert scales, furthermore, this research did not

seek to examine bi-polar outcomes. Furthermore, it is argued that the use of Osgood

scales can generate 'ordinal not interval data' (Zikmund 1997 , p.359).

5.5.6 Pilot Survey

Cooper and Schindler (1998, p.77) point out that when using mail-surveys a pilot survey

should be undertaken by sending out the intended questionnaire. This was to minimise

the possibility that there was no terminology used that couldn't be easily understood, or

questions that were ambiguous. A pilot survey was conducted using the survey to ten of

the participants involved in the initial interview. Although this constituted a small pilot it

was decided this help to generate a beneficial outcome as it gave rise to modifications

and alterations of the survey. As the respondents in the pilot had been involved in the
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initial interview stage it was possible for the researcher to follow up the survey and

obtain feedback on:

1. How representative the activities were of their use of the internet

2. How relevant the activities were to the South Australian'Wine Industry

3. How relevant the benefits were to the South Australian Wine Industry

4. How reflective the suryey was of the discussions held in the initial interview

Seven of the respondents pointed out they felt there were too many activities listed. At

this stage the questionnaire had all the activities listed in one question (see Appendix III).

Four of the seven commented that the questions seemed to be repetitive and they felt

something was being hidden from them in the design of the questionnaire. As can be

seen in Appendix III, the activities and benefits were contained in just two questions,

using a rotation of placement for each activity and benefit (i.e. Information Use activities

1st...5th...9'h¡.

Due to the abstract nature and 'newness' of the internet as a business and marketing tool

the questions were structured in clusters to encourage the respondents to think as they

were repeatedly asked questions of a similar nature. To encourage respondents to think

carefully about their use of the internet the 'n/a' response option was removed. Fowler

(1993, p.76) comments that the 'don't know' or 'n/a' response is often a statement that

respondents are unwilling to do the work (in this case thought) required to give an

accurate answer. If the 'nla' response is appropriate the respondent can leave the
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question blank and give no response (Fowler 1993, p.76; Zikmund 1997, p.357). To

further minimise respondents giving a 'don't know' response, the interval scale anchors

were modified from "Very Often/Rarely' to 'Often/Sometime/blank/Occasionally/Never'

in an attempt to promote more thought as to respondents intemet use. It was felt this

encourages respondents to look closer at their own behaviour with using this new tool.

Although this could be interpreted as an adoption of an ordinal scale, the scale is in fact

collecting interval data. Interval data 'not only arranges objects according to their

magnitudes but also distinguishes this ordered arrangement in units of equal intervals'

(Zikmund 1997, p.337). Although the scale assigns no tag to response '3' the 5 possible

responses are anchored, use 2 other tags for clarification and assign numerical

alternatives for respondents that use units of equal intervals. As such the internet use

scales collect interval data.

Physically placing questions in the questionnaire using sections that contain all variables

concerning the same category of internet use or benefit provides a more accurate

measurement as it make clear repeated judgment of the concept under investigation

(Zikmund 1997, p.358), offering more accurate measurement of the concepts under

investigation. Discussions also showed respondents were likely to respond to an activity

type once they had thought about another activity type, therefore grouping activity types

in clusters using Goodman's (2000) four categories of internet use would serve to assist

respondents to think more thoroughly. This was used in an attempt to encourage the

respondent to analyse their behaviour and give a more accurate measure of the variables

as relevant to their response. To counter the feedback from the pilot survey and
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encourage more 'thought' among respondents, the physical layout of the survey

instrument was overhauled, each cluster of questions was laid out quite separate from the

others; resulting in shorter questions and a more upfront approach with little disguise.

The questionnaire in its final form then consisted of four parts:

1. Demographic - Size of the business, degree of internet connectivity and

interaction with other firms in the South Australian Wine

2. Internet Use - Information, Business Processes, Revenue generation and

Financi al Transaction s.

3. Benefits Received from Internet Use - Core Competency, Continuous

Improvement, Relationships and Time Compression

4. Nominal questions on internet use and benefits. To compare with responses

given in earher sections to ascertain validity and reliability

The results were reflective of the data discussed in the initial interviews. The responses

were largely representative of the activity and benefit types discussed in broad terms

within each cluster as well as each specific activity and benefit. The responses showed

the proposed method and survey instrument would enable this study to achieve its

purpose. After the overhaul of the physical layout of the survey it was administered to

the sample population.

5.5.7 Data Analysis and Testing
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Similar to Gilbert et al's (1999) research on internet use for relationship marketing

among hotel groups, this research used SPSS (v11.0) to analyse the data and test the

hypotheses. As the 'categories' for Internet Use and Competitive Benefit were explored

in the initial interview stage (building on the literature review), factor analysis was not

used in its exploratory role (Iacobucci, 1994, p.279), as the 'factors' had already been

identified for testing. To confirm the measurement variables used in the categories were

reliable it was necessary to test the data prior to carrying out any other analysis using

Cronbach's co-efficient d to test the multiple indicators for positive correlation (Bagozzi

1994, ppIT - 1 8). This is a test of internal consistency and reliability of the measures used

(Bagozzi 7994, pp.I7-18; Gerbing & Anderson 1988; Pallant 2001; Peterson 1994); i.e.

after the literature review and initial interviews, had the items been assigned so they were

in fact measuring the category? This would then enable the items to be presented

(Chapter 7), grouped as activities and benefits for practical business use. This played no

part in any other statistical measure. It merely sought to gain insight into whether the

items used in each scale were actually all measuring the same thing (i.e. that all items

used in the Information scale were, through the responses, measuring 'Information').

Pallant (2001, p.84) supports this use of Cronbach's o¿ in establishing that the variables in

each scale'hang together...(and all) measure the same thing'. There was no other

meaning generated from the use of this technique than to confirm the internal consistency

and reliability of the construct. However, Bagozzi (1994, p.18) points out that 'a measure

or scale is valid to the extent that it measures what it is intended to measure'. The scales

were developed from initial interviews conducted within the South Australian Wine

Industry and the reliability of the scales was confirmed using Cronbach's cr. It was, at
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this point, necessary to disregard some items from the multi-item measures, this is

discussed in Chapter 6. The groupings were then confirmed to gather descriptive

statistics and test the hypotheses.

5.6 Summary

This chapter outlined the research design for this study. It has outlined how the research

contributes to academic knowledge and how its purpose is to contribute directly to

commercial practice. Key to the implementation of this research was relating the

emerging body of literature to the practical, commercial environment of the South

Australian Wine Industry; this chapter then outlined the initial pilot study undertaken

before the proposition of the research hypothesis and methodological considerations.

These considerations were discussed before outlining the chosen method, data collection,

population and the steps taken in the development of the research construct along with

the measurement variables used. The chapter gave an overview of the pilot survey and

the modifications made to the questionnaire before implementation. Finally the steps

taken in data analysis and testing for non-response bias and hypotheses testing were

outlined. The next chapter details the results from the survey, the response rate, the

testing for reliability and various descriptive statistics before testing the hypothesis and

discussing the findings.
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Chapter 6 - Results

6.1 Introduction

This Chapter presents the data analysis, including the hypotheses tests and discusses the

results. It begins with the likelihood of non-response bias and then the internal

consistency of the multi-item scales used to measure each construct. The survey

response is then detailed, along with an overview of the respondents' profiles, in terms of

the degree of internet connectivity and the degree of interaction among the various types

of firms in the South Australian Wine Industry. The chapter then presents the results

with respect to internet use and competitive benefits realised. The relationship between

internet use and competitive benefits is then examined using standard multiple regression.

Finally, one-way analysis of variance (ANOVA) is used to examine the impact of length

of time using the internet, or having a web site, on the realization of competitive benefits.

6.2 Non-Response

Due to the high likelihood of researcher bias in the preliminary interview stage some

difficulty was encountered when examining for non-response bias. Instead of telephone

follow up of non-respondents it was decided to investigate possible non-response bias in

other ways. The responses were logged by 'date received' to allow testing between those

received last with the other responses. As all mailing left on the same day those who
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responded last were likely to have similar responses to those who did not respond.

Kanuk & Berenson's (1975) research demonstrated that those who respond last to a mail

survey demonstrate similar response to those who do not respond at all. This is also

supported in Armstrong and Overton's (1977) research investigating how to estimate

non-response bias in mail surveys. Clifton (2001) notes that although not universally

accepted it provides practical insight into the likelihood of possible non-response bias, an

approach also used by Murphy and Poist (1996).

T-tests (2-Tailed) were used to test the responses of the last 20 percent of responses

received and the remainder of responses for both the independent variable of internet Use

and dependant variable of Competitive Benefit. In addition, the responses were then

compared at a group level; for example, those winery responses received in the last 20

percent of responses weÍe compared to the remainder of winery responses, the same for

distributors, trade and suppliers. Table 6.1 presents a suÍrmary of these test results. A

significance value (Sig.2 Tailed) greater than .05 shows there is no statistical difference

between the groups (Pallant 2001, p.180). As shown in Table 6.1, the distribution of

responses \ryas assumed to be equal, and no Sig. was less than the 0.05 required to be

considered'statistically different'.
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Table 6.1 T-Test of Means for Non-Response - Last in Versus Rest of Response

Groups Response Area Sig. (2-Taited)

Last2ÙVo & Remainder Internet Use
Competitive Benefit

996
516

Wineries fromlast?0Vo Internet Use
& Remainder of
Wineries

Competitive Benefit

Distributors from last
20Vo & Remainder of
Distributors

Internet Use

Competitive Benefit 2tt

Trade from last 20Vo & Internet Use
Remainder of Trade

300

Competitive Benefit .058

Suppliers from last
20Vo & Remainder of
Suppliers

Competitive Benefit .885

There is no statistical difference in the responses between the last 207o of questionnaires

received and the remainder of responses. It is implied through this that those responding

last are likely to be the same as those who do not respond at all (Armstrong & Overton

1977; Kanuk & Berenson 1975; Murphy & Poist 1996). As there is no statistical

significance indicating any difference between the 'last-in' group and the remainder of

responses, at a full value system level or individual echelon levels, it is proposed that this

research is representative of the South Australian Wine Industry in that it has no

statistic all y si gnificant non-response bias.

665

903

.334

Internet Use 33t
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6.3 Internal Consistency

To check internal consistency is one way to examine reliability. In order to use 'the

classical true score model (to investigate reliability), one needs to use multiple

measurements of the same theoretical concept' (Bagozzi 1994, p.l7). This research uses

multi-item measures for each of the concepts. 'One of the most employed measures of

reliability in this sense is the use of Cronbach's o¿' (Bagozzi 1994, p.l7). Data were

initially subjected to analysis using Cronbach's coefficient alpha (Bagozzi 1994, pp.l7-

18; Gerbing & Anderson 1988) within the pre-selected categories (four Internet Use types

and four types of benefits received) to ensure each item was representative of the

variable.

Pallant (2001) states that if Cronbach's coefficient alpha is greater than 0.7, the items

making up the scale are in fact measuring the same thing, although if the item count is

less than ten it may be wiser to set a different level. In this case, it was decided to accept

d>0.7 as the benchmark for intemal consistency for Internet Use (Information, Business

Process, Revenue Generation and Financial Transactions) and o>0.8 for Competitive

Benefits (Time Compression, Relationships, Core Competency and Continuous

Improvement). The different benchmarks were set because Internet Use has 10 items on

each of the multi-item measurement scales whereas Competitive Benefits has 8 items on
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each of the multi-item scales. Therefore if the relevant o¿)0.7 or cr>0.8 figure is exceeded

then the activities and measurements used to measure the construct are in fact measuring

the concept the research design intended to (Bagozzi 1994, pp.17-18; Pallant 200I, p.85).

6.3.1 Internet Use

Cronbach's alpha was used to examine the reliability of the scales used to measure

'Internet IJse', the results are summarized in Table 6.2. In each case the items included

to measure each variable were reliable as they exceeded a.=0.7, 'Information IJse'

returned o=0.8789, 'Business Process Use' returned 0¿=0.9039, 'Revenue Generation

Use' returned d=0.9078 and 'Financial Transaction IJse' returned o=0.8864, greatet than

the cr=0.7 required. All four scales meet the reliability criteria, however, the deletion of

two items from the Financial Transaction scale, 'undertaking credit checks' (item #7) and

'ananging finance' (item #9), result in a marginally greater coefficient alpha (a=0.8878

and 0¿=0.8887). When these two variables were deleted it left a coefficient alpha of

u=0.8932 and the scale developed has a gteatet level of reliability
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Table 6.2 Cronbach's Alpha Results for 'Internet Use' Scales

Information Use

a=.8789
a if item
deleted

Business Process Use

o=.9039
a if item
deleted

Item no. 1

2
J

4
5

6

7

8

9

10

1

2
J

4
5

6

7
8

9
10

.8716

.867r

.8596

.86r4

.8681

.8645

.8655

.87t7

.8784

.8635

Item no. .8953
.8890
.8972
.8930
.8916
.8985
.8950
.9000
.892t
.89t2

Revenue Generation
Use a=.9078

a if item
deleted

Financial
Transaction Use

a=.8864

a if item
deleted

Item no. .9013
.897r
.8907
.8909
.8966
.8967
.9034
.9045
.9004
.9034

Item no. 1

2
aJ

4
5

6

7

8

9

10

1

2
Ĵ

4
5

6

7
8

9
10

.8737

.8630

.8578

.8832

.8630

.8620

.8878

.8839

.8887

.8810

6.3.2 Competitive Benefits

Cronbach's alpha testing used to examine the reliability of the scales used to measure

'Competitive Benefits', the results are summarized in Table 6.3. 'Time Compression'

returned a=0.9308, 'Relationships' o=0.8846, 'Continuous Improvement' d=0.9117 and

'Core Competency' returned a=0.9429, all greater than the cr=0.8 required for an eight

item scale, so the scales meet the reliability criteria, In the 'Core Competency' scale, the

deletion of one item, 'Easier to Use Outside Firms' results in a marginally greater
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coefficient alpha (cr=0.9443). The coefficient alpha value is strong with this variable

included (a=09429 which is greater than the required cr=0.8), so the marginal benefit

(0.0014) comes at a cost of decreasing the item count below eight at only a nominal gain

(Pallant 2001). As a result the decision was made to leave this item in the measurement

scale, with an alpha score greater than the required validity level.

Table 6.3 Cronbach's Alpha Results for 'Competitive Benefit'Scales

Time Compression
cr=.9308

o if item
deleted

Relationships
a=.8846

a if item
deleted

Item no. 1

2
aJ

4
5

6

7

8

.9265

.9220

.922t
9236
.9198
.92r3
.9r64
.92t4

Item no 1

2
J

4
5

6

7

8

.8727

.8818

.8806

.8737

.8624

.8597

.87tr

.8589

Continuous Improvement
a=.9117

cr if item
deleted

Core Competency
a=.9429

cr if item
deleted

Item no. 1

2
J

4
5

6

7

8

9075
9081
90r4
8927
8989
895 1

8974
9008

Item no. 1

2
J

4
5

6

l
8

.9443

.9381

.9323

.9336
9286
.9325
.9348
.9372
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6.4 Response

The survey had a total usable response of 24.257o, I94 of 800 mailed. This compares

with Hamill and Gregory's (1997, p.16) response rate of 2O7o from a mail survey

investigating Internet Use among 500 British firms and Goodman's (2000) Íesponse rate

of 23.447o from a mail survey of 256 wineries also investigating Internet Use. Table 6.4

details the response amongst the various groups involved. The survey instruments had

their layout changed (as shown in Appendices II and III) in an attempt to increase the

response rate. The pilot feedback on the original survey form indicated that respondents

were likely to find it too laborious and visually 'off-putting'. The final version of the

survey instrument was broken up into distinct multi-item measures to decrease the time

taken to complete the instrument. The survey was mailed with an addressed envelope

included. Telephone follow-up was decided against due to the likelihood of acquiescence

bias noted during the initial interviews. As an incentive to complete the survey

instrument an incentive 'was provided of 'winning' a half-day free marketing consulting.

As the author publishes in the popular industry journals and runs a wine marketing

consultancy this was deemed to be of interest to potential respondents. As a final

incentive, respondents were offered the opportunity to receive a free copy of the research

report.

'Distributors' had the highest response rate of 33.337o, but this represents 9 responses, as

the total population was only 27 licensed distributors in South Australia at the time of the

mail-out. 'Wineries' had the next highest response rate of 29.50%,77 of a total census of

261, whilst 'Suppliers' had the third highest response rate with 24.047o, 75 from 3I2
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mailed. The 'Trade' group (Retail/On-Premise) had the lowest response rate of t6.50Vo,

33 from 200 mailed to a census of 4156. From the feedback gathered during the initial

interviews this was largely expected because the trade segment of the wine industry was

deemed to be very 'traditional' retail with low level of use of the internet. Most

interviewees in the preliminary data gathering remarked that the 'trade' saw the internet

as a threat and not as a tool for their use and benefit.

Table 6.4 Survey Response

Group Census Included Useable Response

Distributor 27 27 9 33.337o

RetaiVOn-Premise 4156 200 33 I6.50Vo

Supplier Unknown 312 '75 24.047o

Total 800 194 24.25%

6.5 Respondent Profile.

Table 6.5 to 6.9 details the internet connectivity of the respondent. The survey

instrument asked nominal questions to gather data concerning the incidence of internet

connections' (Table 6.5), existence of company 'web sites' (Table 6.6), the ability to

process 'online payments' (Table 6.7, as well as rate of taking orders via web sites (Table

6.8) or email (Table 6.9). If respondents replied 'yes' they were then asked to nominate

the 'year' in which they first had the relevant internet 'feature'. As this research is

examining the use of the internet within the wine industry value system, respondents

were asked to identify 'how often ' they deal with other levels of the industry value

system. Table 6.10 details these responses.
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6.5.1 Length of time connected to the internet

The respondents reflect that the internet is a new tool for business, the most typical year

of connection to the internet was 1998 as is shown in Table 6.5. Suppliers (4.62) and

Distributors Ø.67) have been connected to the internet, on average, since early 1998,

whilst Wineries (3.7I) have been connected, on average, since early 1999 and Trade

(3.32) have been connected on average since mid-l ate 1999.

Table 6.5 Length of Time with Internet Connection

Length of
Time

Wineries Distributors Trade Suppliers Total

(1

(1
(1

(1

1

2
J
4
5

6
7

8

(2001)
(2000)
(1eee)
(1ee8)

ee7)
e96)
ees)
994)
sing

Mean
SD 1.47

4
9
19
20
11

5

2

0
7

3.71

0
I
2
2
1

1

1

1

0
4.67
2.00

5

6
J

9
2
1

1

1

5
3.32
1.83

1

J

11

15

t2
8

4

4
17

4.62
1.64

10

19

35
46
26
15

8

6
29

4.08
t.7t

Mis

6.5.2 Web Sites

The incidence of web sites is an average of 607o aqoss the South Australian Wine

Industry (Table 6.6), with 116 of the 194 respondents having one. Suppliers have the

highest incidence (697o) followed by Wineries (577o) and Trade (527o). Although there

were only 27 Distributors in the census and 9 respondents, their low use rate of web sites

(33Vo) is typical, a scan through the major search engines (google.com.au,
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altavista.com.au, yellowpages.com.au, yahoo.com.au) showed few web sites in this

sector

Table 6.6 Web Sites - Incidence and Length of time

Wineries Distributors Trade Suppliers Total

# with Web
Sites

44
(57%o)

J
(33Vo)

t7
52Vo)

52
(697o)

It6
(6O7o)

Length of
Time

(1

(1

(1
(1

(1

I
2
J

4
5

6
7

8

(2001)
(2000)
(1eee)

e98)
ee7)
e96)
ees)
e94)
sing

Mean

0
1

1

0
0
0
I
0
0

2.t8
1.80

8

6

0
2
0
0
0
1

0
2.12
1.80

6
4
t2
9
J
4
1

0
13

3.39
1.58

2l
20
19
T7

8

5

2

J

21

3.10
1.80

7

9

6
6
5

1

0

2

B

3.17
1.86

Mis

SD

Web sites are relatively new within the South Australian Wine Industry, with the length

of time respondents have had one (on average) being not far behind that of actual internet

connection. Those with web sites have had them, on average, since late 1999 (3.10).

Similar to the length of time with internet connections, Suppliers (3.39) and Wineries

(3.17) have had their web sites the longest, followed by Distributors (2.18) and Trade

(2.I2), both of which have only had their web sites on average since 1999'
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6.5.3 Online Payments

The incidence of online payments is 407o, with77 of the respondents having them (Table

6.7). This is higher than was expected, especially when looking at the data in Table 6.4

(ordering through web site) and subsequent revisiting demonstrated weakness of the

terminology in the survey instrument. A quick telephone follow-up was undertaken with

eight respondents requesting their definition of 'online payments' . 4 of the 8 respondents

regarded 'eftpos' and 'electronic credit card' facilities as 'online payments', representing

both Trade and Wineries respondents. As a result, the data gathered on this question is

not reliable as an indicator of measurement of Internet based, online payment processing

and is disregarded for this research.

Table 6.7 Online Payments - Incidence and Length of time

Wineries Distributors Trade Suppliers Total

# with Online
Payments

3I
(40Vo)

1

(lIVo)
t6

(497o)
29

(397o)
77

(4o%o)

Length of
Time

1 (2001)
2 (2000)
3 (199e)
4 (1998)
s (ree7)
6 (1996)
7 (rges)
8 (1ee4)
Missing
Mean

SD

5
,7

7
4
0
0
0

1

7
2.67
t.52

4
5

J
1

1

0
0
1

I
2.67
1.88

4
10

5

3

1

0
1

0
5

2.63
t.4t

t3
23
15

8

2
0
1

2
13

2.64
1.54

0
1

0
0
0
0
0

0
0
2
0
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6,5.4 Online Ordering

52 of the I94 (277o) respondents have the capability of accepting orders through their

web site, as shown in Table 6.8. Wineries (23) have the highest incidence with 307o,

followed by Suppliers (22) with 2980. Only 7 of the Trade respondents have this

capability (217o), whilst no Distributors are capable of accepting orders through their web

site. The average time firms have had this capability is since late 1999 (3.06). Wineries

(3.12) and Suppliers (3.07) have both had this capability since late 1999, whilst the Trade

has accepted ordering through web sites only since early 2000.

Table 6.8 Order through Web Sites - Incidence and Length of time

Wineries Distributors Trade Suppliers Total

# order via
web sites

23
(30Vo)

0 7
(217o)

22
(297o)

52
(27Vo)

Length of
Time

1 (2001)
2 (2000)
3 (t9e9)
4 (1ee8)
s (tee7)
6 (ree6)
7 (rges)
8 (19e4)
Missing
Mean

SD

2
6
J

J

2
0
0
1

6
3.12
1.76

2
2
0
0
0
0
0
1

2
2.80
2.95

1

4
5

2
1

1

0

0
8

3.O7
r.32

5

T2

8

5

J

1

0

2
16

3.06
1.76

0
0
0
0
0
0
0

0
0

N/a
N/a

Ordering via email is much more commonplace than ordering through a firm's web site,

with 132 of the 194 respondents (Table 6.9) having such capabllity (68%o). The majority

of all the sectors have the capability of accepting orders via email; 787o of Distributors
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(7),73Vo of Wineries (56), 687o of Suppliers (51) and 557o of Trade (18). On average,

the industry has had this capability since mid 1999 (3.53), a little earlier than the industry

had capability of accepting orders through web site (3.06). Suppliers (3.79) have

accepted orders via email since early 1999, followed by Wineries (3.41) since mid-1999.

Distributors (3.09) and Trade (3.09) have accepted orders via email since late 1999.

Table 6.9 Order via Email - Incidence and Length of time

Wineries Distributors Trade Suppliers Total

# order via
email

56
(73%o)

7
(78Vo)

18

(55Vo)
51

(68Vo)
132

(687o)

Length of
Time

1 (2001)
2 (2000)
3 (leee)
4 (1998)
s (ree7)
6 (t996)
7 (rees)
8 (19e4)
Missing
Mean

SD

5

8

1l
9

5

2
0

2

14
3.41
1.70

0
2
0
1

I
I
0

0
2

3.09
2.02

1

6

0
2
1

0
0
1

7
3.09
2.02

0
7

8

8

7
4
0

0
17

3.79
1.32

6
23
19

20
I4
7
0
J

40
3.53
1.61

6.5.5 Interactivity among firms in the South Australian Wine Industry

Table 6.10 shows the mean responses for the regularity of dealing with other firms in the

South Australian Wine Industry. Firms were asked to indicate the frequency with which

they deal with other levels of the wine industry value system, using a scale where

1=Dally, 6=Weekly, 5=Fortnightly, 4=Monthly, 3=Quarterly, 2=Yearly and 1=Never.
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On average, Distributors (5.03) deal more frequently with other firms in the South

Australian Wine Industry than do Trade (4.61),'Wineries (4.50) or Suppliers (3.69).

Distributors deal at least weekly with Wineries (6.44), Suppliers (6.38) and Retail (6.00)

and with other Distributors (5.43), On-Premise (5.50) and Consumers (5.38) at least

fortnightly. Of these six groups, only 2 are the Distributor's direct customer. Wineries

deal with Distributors (5.01), Consumers (5.58) and Suppliers (5.54) at least fortnightly,

with only one of these being a direct customer (although consumers do purchase from

'cellar door' they typically represent only 57o of sales). The Trade sector deal daily with

Consumers (7.00) and at least weekly with Suppliers (6.08) and fortnightly with

Distributors (5.80), neither of which are customers. Suppliers deal most frequently with

Wineries (5.46) on a fortnightly basis and other Suppliers (4.67) monthly. This data is

presented to support the notion that in taking a multi-echelon approach in this research,

the value system of the South Australian Wine industry is being examined. As discussed

in Chapters 1,3 and 4, the value system is the chain along which value is added to

products. The high degree of interactivity amongst the different echelons of the South

Australian Wine Industry is expected. As discussed in Chapter 3, a high proportion of

the firms in the wine industry are SME to micro-enterprise in terms of skill-sets,

functions performed and number of employees; the degree of interactivity amongst the

firms within the industry supports this study examining the South Australian Wine

Industry as a value system'. This will be considered when examining how the internet is

used within the South Australian Wine Industry and how the benefits are generated.
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Table 6.L0 Interactivity within the South Australian Wine Industry

Industry Group Wineries Distributors Trade Suppliers Total

Growers
Wineries
Distributors
On-Premise
Retail
Consumers
Industry Associations
Media
Suppliers

Mean
3.60
4.80
5.01
4.04
4.20
s,58
4.49
3.24
5.54

Mean
2.00
6.44
5.43
5.50
6.00
5.38
4.29
3.88
6.38

Mean
r.72
3.50
5.80
4.83
4.00
7.00
3.73

3.55
6.08

Mean
3.95
5.46
3.92
2.86
2.79
2.88
3.69
2.98
4.67

Mean
3.45
4.97
4.83
3.86
3.81
4.93
3.98
3.22
5.35

Total 4.s0 s.03 4.67 3.69 4.27

(NB.7=Daily 6=Weekly 5=Fortnightly 4=Monthly l=Quarterly 2=Yearly l=Never)

6.6 Internet Use

This section is the start of the testing of the formal hypothesis stated in Chapter 5. Table

6.11 details the mean responses to Internet Use, from l=Never to 5=Often. Aggregated

to a Value System level (industry), Information Use (2.88) is the most frequent, followed

by Business Processes (2.72) and Revenue Generation (2.18) with Financial Transactions

(2.10) the least used. This loosely trends across all four groups. Information Use is the

highest response use type among all three groups; rWineries (2.92), Distributors (3.73)

and Suppliers (3.00). The exception is amongst the trade group where Revenue

Generation (2.32) is the highest and Information Use (2.26) second highest. Similarly,

the three groups that have Information Use as highest also have business processes as the

second most used type of internet marketing; Wineries (2.86), Distributors (3.39) and

Suppliers (2.78). The trade group has Business Processes (2.I2) as the third most used

type. Financial Transactions are the least type of use of internet marketing amongst three
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of the groups; Distributor (2.35), Trade (2.06) and Suppliers (2.08). Wineries have

slightly more Financial Transaction use (2.14) than they do for revenue generation.

Table 6.11 South Australian Wine Industry Internet Use

Information Business Process Revenue
Generation

Financial
Transactions

2.10
1.03

2.r4
1.16

2.35
0.97

2.06
0.97

2.08
0.93

Industry
Mean

SD
V/inery
Mean

SD
Distributor

Mean
SD

Trade
Mean

SD
Supplier

Mean
SD

2.88
1.08

2.92
1.02

3.73
L04

2.26
1.29

3.00
.93

2.72
1.11

2.86
1.04

3.39
1.17

2.12
1.25

2.78
1.04

2.18
t.I4

2.06
1.04

2.8r
.96

2.32
1.40

2.t6
1.12

To examine the differences and test for Hl and IJ2, there are two factors that influence

the dependent variable 'response' for internet use. The first factor is 'use type' (IBRF),

that is the four categories of internet use for marketing activities and the second factor

'business', which uniquely identifies each respondent. This two-way ANOVA test can

be used to investigate if (i) the differences in response level are attributable to 'use type'

(ltsRF) or (ii) the differences in response level are attributable to the individual

'business'. In this way the responses for internet use are examined in relation to the type

of use to see if the mean scores for use are attributable to the type of use and then if that

difference holds across individual firm responses, which it does. Note that as there are no

replications, the SSQ for 'usetypexbusiness' has to be used for error and gives an effor

mean square of .672. The result is highly significant (F=40.6, df(3,546), sig.000). There
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is a strongly significant difference in 'response' for internet use between each of the four

categories of internet use for marketing at a Value System level, with a decreasing

amount of use along a continuum Information-Business Process-Revenue Generation-

Financial Transactions. Testing was not applied to individual group level. This research

is investigating the value system (industry) level through the set of interlinked activities

involved to manage the relationships between the various echelon levels of the South

Australian Wine Industry. The information at individual echelon level is shown in Table

6.11 (above) for descriptive purposes only and to highlight that at specific echelon levels

this decreasing pattern of use is not present.

This supports HI, that Goodman's (2000) use types are more indicative of stages of

internet adoption for marketing (H1). As the pattern is decreasing through the continuum

of Information-Business Process-Revenue Generation-Financial Transactions, it may be

implied that the internet is not fully applied for marketing within the South Australian

Wine Industry (IJZ). As the South Australian Wine Industry is a non-core IT industry this

was to be expected. Further supporting this is the use at group level. The same

decreasing pattern of use discussed above is seen in the Distributors and Suppliers

groups. Wineries also show similar, the fact their Financial Transaction use is higher

than Revenue Generation may be explained in the fact that Wineries typically generate

95%o (or more) of their revenue through sales to their distributor so have little use for

revenue generating activity using the internet. In the initial interviews, some proactive

use of the internet was observed with wineries supporting their distribution channels by

using the internet to generate revenue for downstream customers. Notably through the
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use of e-newsletters and websites to promote distribution points and in-store wine-

tastings. Trade customers have Revenue Generation as their highest use for internet

marketing, with the other three use types conforming to the decreasing pattem of use.

This may be explained in the fact that this is a retail goup whose primary purpose is to

generate revenue and is likely to not have such a business demand for many of the other

activities,

Hl and H2 are supported. Goodman's (2000) four categories of internet marketing are

likely to be indicators of the degree of internet adoption by the firm (H1). The more the

firm has integrated the internet into its operations, the more it has use for the internet

along a continuum of the four use categories; progressing from Information Use through

Business Proceses Use and Revenue Generation Use to Financial Transaction Use. In

this case, this is evidenced by a significant difference in the degree of use of each

category, decreasing from Information to Business Process, then Revenue generation and

Financial Transactions. This is likely to be particularly true at an industry level, although

at individual firm level there may be minor variations dependant on the position within

the value system. Manufacturers may have less use for Revenue Generation, although

this also offers them an opportunity to market and generate revenue for the entire value

system in a stakeholder approach as suggested in Goodman (2001). Firms in the South

Australian Wine Industry have not fully applied the internet to marketing and have a

decreasing amount of use for the internet across the four types of Internet Use for

marketing (H2). This is discussed in the next chapter under implications and further

research. At the retail level, whilst firms in the South Australian Wine Industry have
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highest use for revenue generation, this may also be indicative of lower levels of other

business activity beyond the 'traditional' retail shop selling operations.

6,7 Competitive Benefits from Internet Use

The mean responses for Competitive Benefits that arise from Internet Use are detailed in

Table 6.12, firstly at an aggregated industry level and then for each industry group where

1=Strongly Disagree and 5=Strongly Agree. Competitive Benefits from Time

Compression resulting from use of the internet are the greatest of the four areas; the

industry returned a mean of 3.65, with all four industry groups having this as the highest

benefit with 'Wineries showing 3.70, Distributors 3.53, Trade 3.57 and Suppliers 3.66.

The Industry showed Competitive Benefits in the area of Core Competencies (2.9I) as

the second highest benefits and again, like Time Compression, all four industry groups

had this as the second highest benefit area. Continuous Improvement (2.89) was the third

highest benefit received from using the internet for marketing with three of the four

industry $oups having it as their third highest; Distributors (2.96), Trade (2.88) and

Suppliers (2.86) whilst Wineries (2.97) had Continuous Improvement as their lowest,

marginally lower than Relationships (3.01). Competitive Benefits in the area of

Relationships (2.13) were the lowest benefit generated through internet marketing. With

the exception of Wineries (3.01 - 3'd¡ the other industry groups returned this benefit type

as the area they have received least benefits; Distributors (2.83), Trade (2.58) and

Suppliers (2.55).



Table 6.12 Competitive Benefits from Internet Use

Time Core Continuous
Compression Relationships Competency Improvement

3.65
1.03

3.70
0.86

3.53
1.06

3.57
I.IO

3.66
I.I4

t4t

2.73
l.o2

3.01
0.83

2.83
0.92

2.55
1.04

2.91
1.03

3.O4

0.90

J.JJ
1.03

2.75
1.06

2.89
0.99

2.97
0.83

2.96
1.02

2.78
1.36

2.86
0.94

Industry
Mean

SD
Winery
Mean

SD
Distributor

Mean
SD

Trade
Mean

SD
Supplier

Mean
SD

2.58
L26

2.88
Lt6

Two-way ANOVA was used to test the 'responses' for each of the types of benefits at a

value system level (industry). There are two factors that influence the dependent variable

'response' for Competitive Benefits. The first factor is 'type of competitive benefit'

(TCCR), and the second factor 'business', which uniquely identifies each respondent.

This two-way ANOVA test can be used to investigate if (i) the differences in response

level are attributable to 'type of competitive benefit' (TCCR) or (ii) the differences in

response level are attributable to the individual 'business'. In this way the responses for

Competitive Benefit are examined in relation to the type of Competitive Benefit to see if

the mean scores for response are attributable to the type of Competitive Benefit and then

if that difference holds across individual firm responses, which it does. Note that as there

are no replications, the SSQ for 'TCCR*business' has to be used for error and gives an

effor mean square of .468. The result is highly significant (F=61.7, degrees of freedom
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3,522 sig.000). There is a strongly significant difference in 'response' for each type of

Competitive Benefit This approach enables a check as to the differences in each of the

groups when examining respondents use as a whole. Although this does not infer much

meaning, it is an indication of the reliability of the manner in which surveys were

completed; it shows some different responses for different questions rather than a

standard pattern of answers.

In support of H3 is the data gathered in the nominal questions at the end of the survey

document. Goodman (2000) noted that the wine industry was unable to grasp the

'l+l=2' advantages of using the internet, that is that respondents were not likely to be

able to identify for themselves the clear link between use and benefit. This is, to some

extent, evident in the results of this research. Rather than measuring on a multi-item

scale of benefits, this section used broader, closed questions as detailed in Table 6.13.

Across all questions there is a large difference between positive and negative responses.

Every question in every group has greater positive response than negative, showing

support for H3, that using the internet for marketing does result in Competitive Benefits.

At an aggregated industry level, the highest perceived benefit is in the area of Continuous

Improvement (150); this is also the highest benefit are for Wineries (65) and ^frade (23).

The second highest benefit for the South Australian Wine Industry is in the area of Core

Competency (144), followed by Time Compression (134) and Relationships (lI7).
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Table 6.13 Nominal Data on Competitive Benefits

Time
Compression

Relationships Core Continuous
ImDrovement

Will the
Internet

Industry
Yes
No

Save You
Time?

134
48

Build Business
Relationships?

Assist you to
Work with

Others?

Assist in
improving what

you do?

tt7
56

t44
36

150
29

Winery
Yes
No

65

6
52
20

51
18

58
I4

Distributor
Yes
No

7

2
8

1

5

4
5

4

Trade
Yes
No

23

5

20
8

23
6

I7
10

Supplier
Yes
No

54
18

58
13

44
24

55

I6

Questions were also posed in a more 'traditional' approach to Competitive Advantage

using Porter's (1985) notion of least cost and differentiation. Table 6.14 shows the

results from the nominal data gathered. The responses are very different to the broader

questions on Competitive Benefits. Only in two areas is the positive response gteater

than the negative; at a Winery level for differentiation (36:32) and Trade level for Least

Cost (15:13). 94 respondents felt the internet will not help to differentiate their brand

whilst 79 thought it would. 99 responses felt the internet wlll not result in reducing costs

to market and77 felt it would. As can be seen, the data presented in Tables 6.13 and 6.14

supports H3, that using the internet for marketing results in the creation of Competitive

Benefits. Furthermore, it highlights the difference in the view of competitive advantage

from a firm's practical viewpoint between Potter's generic strategies and the model of

Competitive Benefit developed for this research using Kanter's (1990) and Prahalad and
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Hamel's (1990) work. This is discussed further in the next chapter under further

research.

Table 6.14 Competitive Advantage Gained Using the Internet for Marketing

Will the Internet Differentiate Reduce your Costs
your Brand? to Market?

Industry
Yes
No

Winery
Yes
No

Distributor
Yes
No

Trade
Yes
No

Supplier
Yes
No

6.8 The Relationships between Internet Use and Competitive BenefÏt

Standard regression was used to investigate the relationship between the two basic

constructs of this research, the use of the internet for marketing activity (independent

variable) and the benefits that are created through using the internet (dependent variable).

The results from this standard regression testing are shown in Fig. 6.1. The Pearson

Correlation value gives the first indication of the strength of the relationship (Sigel 1997),

in this case, a significant relationship of .615 (Pallant 2001). The model (Figure 6.1) is

significant, passing the f-test at the very highly significant level (F(1,160)=97.520,

p<.0005). The adj.R2 is 0.375, showing that Internet Use for Marketing Activity has

some explanatory power for the level of Competitive Benefits reported by the firm, and

79
94

77
99

36
32

31

38

4
5

4
5

13

I4
15
13

27
43

26
43
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the predictive level of the model is significant with a regression coefficient level of .615.

H3 is supported. This will be further examined below in testing H3(i)-H3(iv), the

relationships between the type and extent of Internet Use for Marketing Activity and the

extent of the benefits received.

Figure 6.1 Internet Use and Competitive Benefit Regression Model

6.8.1 Internet Use and Competitive Benefit - Pearson Correlations

H3 tH3(i) - H3(iv)lwere tested using multiple regressions to examine the strength of the

relationship between each type of Internet Use and each area of Competitive Benefits.

The Pearson coruelation coefficients are presented in this section, followed by the

regression models in 6.8.2. Pallant (2001) states that a Pearson correlation coefficient

value of = )0.3 shows significant evidence of a relationship. Table 6.15 details the

Pearson correlation value from the analysis of the strength of the relationships between:

1. Internet Use and Competitive Benefit (bottom right cell)

2. Internet Use and each of the four areas of Competitive Benefit (bottom

row)

Competitive
Benefit

Intemet
Use for

Marketing Pearson Correlation =.6 l5
F.2=.379 and adj R2=.375

Sig'='666'
F(1,160)=97.520, p<.0005

Time Compression
Relationships

Core Competency
Continuous Improvement

Information
Business Process

Revenue Generation
Financial Transaction
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3. The four categories of Internet Use and Competitive Benefit (right hand

column)

4. The four categories of Internet Use and each of the four areas of

Competitive Benefit (remaining 16 cells)

Each of the Pearson correlations shown in Table 6.15 are shown at the p<0.01 level. As

discussed in 6.8, Internet Use for Marketing Activity and the creation of Competitive

Benefit through using the internet have a significant relationship (.615). Internet Use for

Marketing Activity has significant relationships with Competitive Benefits generated in

the areas of Continuous Improvement (.568), Relationships (.537) Time Compression

(.528) and with Core Competency benefits (.468). This supports H3, that use of the

internet for marketing activity exerts an influence on each of the four types of

Competitive Benefit. Each of the four categories of internet use also show a statistical

relationship with generating competitive benefits through using the internet for marketing

activities. Information and Business Process show significant relationships at .509 and

.558 respectively, whilst Revenue Generation and Financial Transactions have significant

relationships with the creation of Competitive Benefits at .433 and .340. This supports

H3 (i-iv) that each of the four categories of internet use exerts an influence on the

creation of Competitive Benefit. It also offers an indication of their relative importance

for a possible planning framework
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Table 6.15 Internet Use and Competitive Benefit - Pearson Correlations

Time
Compression

Relationships Core
Competency

Continuous
Improvement

Total
Competitive

Benefit

Information

Business
Process

Revenue
Generation

Financial
Transaction
-Total

Internet Use

.412
p<.01

.572
p<.01

.299
p<.01

.261
p<.01

.528
p<.01

.431
p<.01

.482
p<.01

.404
p<.01

.348
p<.01

.537
p<.01

.385
p<.01

.406
p<.01

.299
p<.01

.276
p<.01

.468
p<.01

.44r
p<.01

.469
p<.01

.4lr
p<.01

.250
p<.01

.568
p<.01

.509
p<.01

.558
p<.01

.433
p<.01

.340
p<.01

.615
p<.01

The sub-hypotheses of H3 are also examinable using the Pearson correlations in Table

6.15. H3(iXa-d) are supported as Information Use of the Internet has a significant

relationship with each of the four facets of Competitive Benefit; Time Compression

(.472), Relationships (.431), Core Competency (.385) and Continuous Improvement

(.44I). H3(iiXa-d) are also supported as Business Process Use of the internet exhibits a

significant relationship with 'lìme Compression (.512), Relationships (.482'), Core

Comperency (.a06) and Continuous Improvement (.469) benefits. H3(iiixb&d) are

supported as Revenue Generation use of the internet has a significant relationship with

borh Relationship (.404) and Continuous Improvement (.471) benefits. H3(iiiXa&c) are

not supported as Revenue Generation use shows .299 for both Time Compression and

Core Competency benefits, below the .300 minimum held to show at least some

relationship (Pallant 2001). H3(ivXb) is supported as Financial Transaction use of the

internet exhibits a significant relationship with Relationship (.3a8) benefits. Financial

Transaction use exhibits low Pearson correlation scores with Time Compression (.267),
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Core Competency (.216) and Continuous Improvement (.250) benefits. H3(iv)(a,c&d) is

nol supported as using the internet for Financial Transaction use does not generate

competitive benefits in the areas of Time Compression, Core Competency or Continuous

Improvement.

6.8.2 Internet Use and Competitive Benefit - Regression Models

Figure 6.3 shows the results of the multiplpe regression analysis of the effect of the four

categories of internet use for marketing (4 independent variables) on the overall construct

of Competitive Benefit (dependent variable). Hair et al (1995, p.L27) state that very small

tolerance values are a sign of high collinearity, and that a tolerance value of 0.10 is the

conìmon cutoff threshold. In this regression model the independent variables exceed the

tolerance cutoff threshold; Information =.377, Business Process =.370, Revenue

Generation =.650, Financial Transaction=.848. There is no significant problem with

multi-collinearity in the model shown in Fig.6.3. Using each of Goodman's (2000)

categories of internet marketing results in the creation of Competitive Benefit for the firm

(R2=.366 and adj. R2=.350, sig.=Qgg, F(4,159)=22.963, p<.0005), in particular Business

Process use (t=3.265, sig.001) has a significant effect. Note that increasing levels of use

of each of the four categories of internet marketing tends to produce higher levels of

Competitive Benefits. This model is very highly significant and, along with the Pearson

Correlations displayed in Table 6.15, supports H3 and H3(i-iv)
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Figure 6.2 Individual Internet Use Categories and Competitive Benefit Model

To further support H3(i-iv), the results of the multiple regression models for each of the

individual internet use types and their effect on each of the facets of Competitive Benefit

are presented in Figure 6.4. Each of these four models is very highly significant

(p<.0005). Time Compression benefits (R2=.289 and adj. Ñ=.272, sig.=000,

F(4,171)=11.344, p<.0005), are most influenced by Business Process use of the internet

for marketing activity (t=3.304, sig.001). Relationship benefits (R2=.297 and adj.

R2=.280, sig.=Qgg, F(4,166)=17.522, p<.0005), are influenced most by Business Process

use (t=2.J06, sig.008) and Financial Transaction use (t=2.652, sig.009). Core

competency benefits (R2='203 and adj' R2='183, sig'=000, F(4,163)=10'315' p<'0005)'

are influenced most by Financial Transaction use (T=1.997, sig.047) whilst Continuous

Improvement benefits (Ñ=.297 and adj' R2='280, sig'=Qgg' F(4,161)=r7'624' p<'0005)

are influenced most through the use of Revenue Generation (t=3.467, sig.001) and

Business Process uses (t=2.066, sig.040).

Information
.509, sig.000

t=\32O, sig.189

Business Process

,558, sig.000

t=3.265, sig..001 Competitive
Benefit

Revenue Generation
.433, sig.000

t=\.628. Sig.105 R2=.366 and adj R2=.350

Sig'='ggg'
F (4,159)=22.963, p<.0005

Financial Transactions
.340, sig.000

t=2.262. Sig.252

Time Compression
Relationships

Core Competency
Continuous Improvement
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Figure 6.3 Activities and Benefit Model

This supports the results as discussed in 6.8.1 using Pearson Correlation to determine if a

relationship existed between each of the four independent variables (Internet Use for

Marketing Activities) and the four dependant variables (Competitive benefits). Each of

Goodman's (2000) four categories of internet use for marketing activity exerts an

influence on the creation of Competitive Benefit. This also offers an indication of the

relative value these four types of internet marketing may have for managers and

educators.
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6.9 Time as a Factór on Internet Use and Competitive Benefits gained

One way analysis of variance (ANOVA) between groups was carried out to test H4 and

H5, that the length of time a firm has an internet connection (H4) and a web site (H5), is

likely to be a factor in the extent of internet marketing use the firm carries out and the

extent of competitive benefits the firm receives from using the internet for marketing.

This is to say that those firms which have had the internet for a longer period of time will

show a different mean for Internet Use, furthermore they will show a different mean

result for Competitive Benefits realized through internet use. Pallant (2001, p.190) states

that in using this analysis with SPSS, there is a difference if the Sig. Value is greater than

0.05 The results from the ANOVA testing met lævene's test of equality of error

variances, so the test results do not violate the homogeneity of variances assumption

(Pallant 2001).

First, the length of time the firm has had an internet connection was examined for

differences in the types of use firms had for the internet and the competitive benefits

realized. There was no significant main effect for the independent variable, length of

time with an internet connection, for total Internet use (Sig'='145)' To examine further,

the effect of the independent variable was calculated on each of the four internet use

types. There was no significant difference in Information (Sig'=.111), Revenue

Generation (Sig.=.649; or Financial Transaction (Sig.=.371) use types. There was

however a significant main effect of the independent variable for Business Process use

(Sig.=.924¡ with a medium effect size (eta squared = 0.ll) (Pallant 2001). The longer
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the firm has had an internet connection it is more likely to use the internet differently for

Business Process use. That is the longer a firm has an internet connection the more likely

it is to use the internet more for Business Process use. There was no significant main

effect for the independent variable with regards Competitive Benefits (Sig.=.165) or any

of the four individual facets; Time Compression (Sig.=.{64), Relationships (Sig.=.s10),

Core Competency (Sig,=.195¡ or Continuous Improvement (Sig.=.490) H4 is not

supported. At an aggregated level, the length of time a firm has had an internet

connection is not a factor in the extent of Internet Use or Competitive Benefits realised,

although it does have some effect at the individual use type level, in the extent of their

Business Process type usage.

Second, the length of time the firm has had a web site was examined for differences in

the types of use firms had for the internet and the competitive benefits rcalized. There

was no significant main effect for the independent variable, length of time with a web

site, for total Internet Use (Sig.=.291;, or any of the four internet use types; Information

(Sig.=.966;, Business Process (Sig.=.159), Revenue Generation (Sig.=.375; or Financial

Transaction (Sig.=.932; use types. There was no significant main effect for the

independent variable with regards Competitive Benefits (Sig.=.S7Z) or any of the four

individual facets; Time Compression (Sig.=.772¡, Relationships (Sig.=.72q, Cote

CompetencY (Sig.=.522) or Continuous Improvement (Sig.=.196) H5 is not supported.

The length of time a firm has had web site is not a factor in the extent of Internet Use or

Competitive Benefits realised. To further examine for any effect of time, the testing was

also carried out using the length of time the firm has been capable of receiving orders
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through their web sites and the length of time the firms have been able to take orders via

email. There was no significant main effect in any of the areas tested for H4 or H5

above.

The various tests carried out to test H3 to H5 have been undertaken for the number of

respondents as a whole; that is testing for the interaction of types of activities and

resulting benefits of the value system as one group to gain an overview of the impacts on

the system as a whole rather than decomposing into separate groups to see impacts on the

separate groups within the system. It was noted in the data that there were some

differences between groups of respondents in the value systems as were established in the

tests of Hl and H2 with regards to the mean scores for Internet Use types. Group types

in the industry could be a confounding variable in the relationships tested for H3 to H5,

this is a limitation on the findings in sections 6.7 to 6.10.

6.10 Status of the Research Hypotheses

Hl is accepted.

Goodman's (2000) four categories of marketing are likely to be indicators of the degree

of internet adoption by the firm. The more the firm has integrated the internet into its

operations, the more it has use for the internet along a continuum of the four use

categories; progressing from information use through business process use to revenue

generation use and financial transaction use. On a scale 1=flevêr and 5=often the South
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Australian Wine Industry show highest use for Information (2.88) with a decreasing

amount of use for Business Process (2.12), Revenue Generation (2.18) and Financial

Transactions (2.10). This decreasing pattern of use is statistically significant, using

ANOVA, the mean responses for each category of use are different, decreasing from

Information to Business Process, Revenue Generation and Financial Transaction. In this

order they are likely indicators of stages of internet adoption for marketing purposes.

H2 is accepted

The internet is yet to be fully applied by firms within the South Australian Wine Industry

for marketing. Mean scores for each of the internet use types ranged between 2.88 and

2.18, between 'occasional' and 'sometimes'. ANOVA testing showed that the mean

responses for each category of use were significantly different decreasing through

internet use for marketing activity continuum; Information-Business Process-Revenue

Generation-Financial Transactions. At the level of use shown this implies that the internet

is not fully applied within the South Australian Wine Industry. As the South Australian

Wine Industry is a non-core IT industry, this was expected.
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H3 is accepted.

A significant relationship was shown between Internet Use and Competitive benefit,

along with a very highly statistically significant regression model of the influence of the

use of the internet for marketing activities on the creation of Competitive Benefit.

Internet use for marketing activities exerts influence on the generation of competitive

benefit. The relationship between internet use and competitive benefits received is .615,

a significant relationship. Using the internet for marketing activities assists in the

development of Competitive Benefits. Further, the nominal data gathered to investigate

this hypothesis showed the majority of firms found the internet helped generate

competitive benefits in each of the four areas of the concept of competitive benefit. This

contrasted with the results that the majority of firms found the internet did not help

develop aîy aspect of Porter's (1985) Three Generic Strategies of Competitive

Advantage.

H3(i) is accepted, H3(iXa, b, c, d) are accepted. Information use of the internet has a

significant relationship (.509) with Competitive Benefits generated through internet use.

H3 (i) Information use of the internet for marketing gives rise to competitive benefits

through:

(Ð Time Compression (,472)

(g) Relationships (.43I)

(h) Core Competency (.385)

(i) Continuous Improvement (.44I)

In addition to the Pearson Correlation Coefficients, the multiple regression model as

discussed above was very highly statistically significant.
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H3(iÐ is accepted, H3(iiXa, b, c, d) are accepted. Business Process use of the internet

has a significant relationship (.558) with Competitive Benefits generated through internet

use.

H3 (ii) Business Process use of the internet for marketing gives rise to competitive

benefits through:

(a) Time Compression (.512)

O) Relationships (.482)

(c) Core Competency (.406)

() Continuous Improvement (.469)

In addition to the Pearson Correlation Coefficients, the multiple regression model as

discussed was very highly statistically significant.

H3(iii) is accepted, H3(iiÐ(b & d) are accepted. H3(iiiXa&c) are rejected. Revenue

Generation use of the internet has a relationship (.433) with Competitive Benefits

generated through internet use.

H3 (iiÐ Revenue Generation use of the internet for marketing gives rise to

competitive benefits through:

(b) RelationshiPs (.404)

(d) Continuous Improvement (.471)
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In addition to the Pearson Correlation Coefficients, the multiple regression model as

discussed was very highly statistically significant.

Revenue Generation use of the internet does not give rise to competitive

benefits through

(a) Time Compression (.299)

O) Core Competency (.299)

The cut-off score for determining a relationship is a Pearson Correlation

>0.3 (Pallant 2001). As the scoÍes for these two types of competitive

benefit can be rounded to .3 they are still of use in the planning framework

proposed in Chapter 7.

H3(iv) is accepted, H3(ivXb) are accepted. H3(iv)(a, c, &d) are rejected. Financial

Transaction use of the internet has a relationship (.340) with Competitive Benefits

generated through internet use.

H3 (iv) Financial Transaction use of the internet for marketing gives rise to

competitive benefits through:

(b) Relationships (.348)

In addition to the Pearson Correlation Coefficients, the multiple regression model as

discussed was very highly statistically significant.

Financial Transaction use of the internet does not give rise to competitive

benefits through
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(a) Time Compression (.267)

(c) Core Competency (.276)

(d) Continuous Improvement (.250)

The use of Financial Transaction type activities for the creation of Competitive Benefits

in these three areas is not dismissed for the purposes of the planning framework discussed

in Chapter 7 . The regression models examining the effect of each of the types of internet

use with the creation of Competitive benefit showed that firms with high levels of use for

all of the categories of internet marketing had higher levels of Competitive Benefits.

This entails using a 'sum of the parts is greater' style approach for business planning.

H4 is rejected.

The length of time the firm has had an internet connection does not exert influence on

(i) The firm's use of the internet for marketing activities

Although at an individual use type level the firm is more likely to use the

internet more for business processes.

(iÐ The Competitive Benefits realised through internet use for

marketing purposes

H5 is rejected.

The length of time the firm has had a web site does not exert influence on

(i) The firm's use of the internet for marketing activities

(iÐ The Competitive Benefits realised through internet use for

marketing purposes
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6.ll Summary

This chapter established there was no statistically significant evidence of non-response

bias after examining the responses in several areas and comparing the differences

between the groups on a 'first-in' versus 'last-in' basis. The chapter then presented an

overview of the respondents' profiles in terms of internet connectivity and interaction

with other firms in the South Australian Wine Industry. The amount and types of internet

use was then described, followed by the categories of competitive benefit realised from

using the internet. Standard multiple regression analysis was used to examine the

relationship between internet use and competitive benefits realised and ANOVA was

used to examine the impact of the length of time of having the internet or a web site on

the generation of competitive benefit. The next chapter discusses the implications of the

research findings and summarises the research, describes the limitations and the state of

the research hypotheses after examining the data. It also outlines key practical and policy

implications and offers a framework for using the internet for marketing.
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Chapter 7 - Conclusion

7.L Introduction

This chapter outlines the limitations of this research, in terms of non-response and the

industry specific sample group, before discussing the status of the research question after

the data collection and the findings from the analysis. This also presents the specific

activity types for each of the four stages of internet adoption and the specific competitive

benefits generated. The status of the hypotheses is discussed and a summary of the

analysis results presented with each part of the various hypotheses. The theoretical

implications of the research are discussed before policy recommendations are proposed in

relation to the various stakeholders in the South Australian'Wine Industry and the wider

business community to whom the results are generally applicable. The recommendations

encompass three areas, (i) education, (ii) business and (iii) government and industry

bodies. This research had clear goals of formulating a lucid framework for business use

of the internet for marketing activity. This chapter presents a framework for the adoption

of the use of the internet for marketing purposes in such a way as to generate competitive

benefits for the firm and the value system. Suggestions for further research are made

along with a summary of this chapter before finishing with concluding remarks.

7.2 Limitations

This research explored Goodman's (2000) Four Types of Internet Use for Marketing, it

also showed the four use types were likely to be indicative of the degree of internet

adoption. Further, it showed that using the internet in this manner could generate
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competitive benefits to the firm and the value system. Whilst this contributes to the body

of academic knowledge in the areas of technology adoption, marketing and strategy it

does have several limitations. Firstly, factor analysis was not used. This places

limitations on the findings of this research. Although no replacement for factor analysis,

the preliminary interviews were used to identify variables from within the research

context and then 'grouped' using Goodman's (2000) categories of internet use and the

scales were tested for reliability using Cronbach's alpha, there was though, no factor

analysis test to test for validity.

Secondly, due to the likelihood of researcher bias that was evident in the initial interview

stage, it was decided not to undertake telephone follow up of non-respondents to

ascertain the likely impact of non-response bias on the results. This was countered to

some extent by comparing the responses from the first received and the last received on

the assumption that those responding last were likely to be similar to those that did not

respond. Thirdly, this research involved a South Australian industry specific sample

group. Although the results are likely to be replicable across other geogaphic areas and

other industries this has not been demonstrated in any way in the research. It would be

necessary to replicate the research in other markets and other industries to ascertain the

relevance of the findings and planning framework (presented later in this chapter) to

other situations. Specifically the South Australian Wine Industry comprises firms that, in

the main, are performing very specialised functions often with small numbers of

employees and this may impact on the generalisability of the findings to other industries.
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The various tests carried out to test H3 to H5 have been undertaken for the number of

respondents as a whole. It was noted in the data that there were some differences

between groups of respondents in the value systems as were established in the tests of HL

and, H2 with regards to the mean scores for Internet Use types. Group types in the

industry could be a confounding variable in the relationships tested for H3 to H5, this is a

limitation on the findings in sections 6.7 to 6.10. Although the research showed

relationships between internet use for marketing purposes and the creation of competitive

benefits, the measurements of benefits were based on people's perception of benefits

rather than numerical measurement of tangible factors. The use of multi-item

measurement scales minimised the impact of this factor. It enabled the constructs to be

measured through asking eight to ten questions to gain a measurement of one area. Also,

the low level of internet use shown across all sectors of the South Australian Wine

Industry may be due to the 'newness' of the internet as a tool for business' There is a

possibility that the measurement scales were not representative of the use of the internet

for marketing. This was minimised to some extent as the measurement scales were put

together after pilot interviews with various firms in the South Australian Wine Industry.
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7.3 Status of the Research Problem

The research question presented in Chapter I was:

How are firms within the South Australian Wine Industry using the

internet for marketing purposes, what benefits are created through this use

and what is the relationship between internet use for marketing and the

benefits realised?

Information Use (2.88) is the most used for internet marketing purposes within the South

Australian Wine Industry, followed by Business Processes (2.72) and Revenue

Generation (2.1S) with Financial Transactions (2.10) the least used on a scale where

5=Frequently and l=Never. The various activity types for each of these categories are

presented here in Table 7.1. As discussed in Chapters 5 and 6, the multi-item

measurement scale used to measure each construct was made up of these activities' The

decreasing extent of use shown for each of these four categories from left to right

suggests that these categories of use are more than categories; they are possibly indicators

of the degree or extent of internet adoption.
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Table 7.1 Activities for Internet Use for Marketing Purposes

Information Business
Process

Revenue
Generation

Financial
Transaction

Market research . Communicating ao Delivering
newsletters

Making tailored
offers
Promoting
specials

Banking

o

a

a

a

o

a

a

Checking on
competitors
Announce new
products/new
releases

Product details
and/or
specifications
Information
to/from the
media
Information
to/from
upstream
members of the
value system

Information
to/from
downstream
members of the
value systems

Information
to/from
consumers

Managing
distribution
Providing
customer service

Ordering
supplies

Answering
customer
questions

Processing
orders

Streamlining
distribution

Coordinating
freight
Coordinating
activity

Having
questions and
answers on a
website

Promoting to
customers

Selling to
customers

Database
Marketing
Promoting
distribution
points
Promoting the
business
Promoting what
is happening in
other areas of
the value system

Promoting the
brand
throughout the
value system

Instant payments

Making
payments

Provide/receive
tax invoices

Process
payments

Pay suppliers

Identifying
investments

Assist
transactions

aooa

ooao

oa

a

a

o

o

o

o

a

a

o a

a

o

Table 7.2 lists the items used in the multi-item scale to measure the competitive benefits

generated through internet use. These were used to measure the beneficial impact that

internet use has on the value system within the South Australian Wine Industry. The

greatest beneficial impact was by way of Time Compression (3.65) followed by Core

Comperencies (2.91) and Continuous Improvement (2.89) whilst Relationships (2'73) had

the lowest beneficial impact on the value systems within the South Australian Wine
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Industry using a scale of 5=Strongly Agree and l=Strongly Disagree. As discussed in

Chapters 5 and 6, the multi-item measurement scale used to measure each construct was

made up of these specific benefits.

The third facet of the research problem required testing to see what the relationship was

between the categories and activities for internet use shown in Table 7'l and the

Competitive Benefits detailed in Table 7 .2. Standard multiple regression analysis was

used to investigate this possible relationship. There was no evidence of problems with

multicollin earity. Internet Use and the creation of Competitive Benefit through using the

internet have a significant relationship (.615). Internet Use has a significant relationship

with benefits generated in the areas of Continuous Improvement (.568), Relationships

(.537) and Time Compression (.528) and a strong relationship with Core Competency

benefits (.468). Each of the four categories of internet use also show a statistical

relationship with generating competitive benefits through internet use. Information

(.509) and Business Process (.558) show a significant relationship, whilst Revenue

Generation (.433) has a strong relationship and Financial Transactions (.340) has a

relationship with the creation of Competitive Benefits. Use of the internet for marketing

purposes can result in the realization of competitive benefits to the firm and the value

system.
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Table7.2 competitive Benefits Realised Through Internet Use

Time
Compression Core Competency

Continuous
Improvement

Relationships

o Save time
o Less waiting

time

a Easier to do
business

Easier to use

outside firms

Easier to deal
with other firms

Easier to find
assistance when
needed
Internet help to
coordinate
activity
More focus on
your role

Easier to
coordinate
activity
Internet helps
logistics

More aware of
trends

. Help
relationships
with upstream
members of the
value system

. Help
relationships
with
downstream
members of the
value system

. Help
relationships
with consumers

o Tighten the
distribution
chain

o Increase
customer
retention

o Make more
people aware of
the brand

¡ Increase repeat
business

a o

aO

ao

aoa

oaa

a

O

Quicker to get in
contact

Faster to get
information

Faster to give
information out

o Get more done a

Better timed
fesponses

Supply chain is
mofe
streamlined

More aware of
quality issues

Better at what
you do

Cheaper to do
business

Internet
improves
business
Better marketing
effort

Business more
profitable

Reduced costs to
market

a

o

7.4 Implications of this Research

The activities (Table 7.1 above) for marketing use of the internet are not proposed as a

definitive list of activities for intemet marketing. They are based on initial interviews

with members of the wine industry and were further explored with empirical data. These

lists are reflective of the activities for which the firm can use the internet for marketing
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purposes that result in competitive benefits. Further work should enable this concept of

internet use and adoption for marketing purposes to be expanded further. This work has

implications in several areas. First, Goodman's (2000) four categories of use of the

internet for marketing are in fact likely to be indicators, or stages, or internet adoption for

marketing. This may in fact offer a new v/ay of organising the firm's activities. Rather

than using functional areas to drive planning and organisation, the four categories may in

fact represent mutually supportive steps to organising the firm's activities. As the

internet is now a part of the business environment, rather than revolutionizing how

business is conducted, the internet could be a means to organise the spatial and physical

operations and activity of the firm as suggested in Currah (1999). This contributes to the

body of academic knowledge in the emerging areas of technology integration into

business activity and the use of the internet in marketing.

This research also demonstrated that use of the internet for marketing purposes could

deliver competitive benefits to the firm. Specifically that use of the internet in each of

Goodman's (2000) four categories of marketing use for the internet, namely (i)

Information, (ii) Business Process, (iii) Revenue Generation and (iv) Financial

Transactions can deliver Competitive Benefits to the firm in four distinct areas, namely

(i) Time Compression, (ii) Relationships, (iii) Continuous Improvement and (iv) Core

Competency. This will enable the proposition of a Conceptual Model (see 7.4.1) relevant

to integrating the internet into firm marketing activity with a view to successfully

generating Competitive Benefits. In using the internet to organise the firms activities to

deliver a complicated set of interlinked activities with other firms in the value system the
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notion of Competitive Benefits discussed in this thesis may in fact represent a new

approach to marketing that is outcome oriented.

Furthermore, the notion of Competitive Benefit presented in this research enabled

measurements in an area that has typically been rather abstract and clouded in terms of

practicality. If business and marketing theory is to benefit commerce it is necessary at

some point to facilitate action. In theoretical terms, this suggests a rethink of the notion of

Competitive Advantage, possibly looking at a specific activity focus such as that used in

the construct of this research. Rather than 'Competitive Advantage', it may be that

,Competitive Benefit' presents a less abstract concept which is of measurable benefit to

business. Whilst only one firm in an industry can have a Porter (1985) style 'lowest cost'

competitive advantage, the notion of competitive benefits may mean that two firms can

use the same activities to derive Competitive Benefits that are as different as the brands

they market.

The model also demonstrated that the sum of the whole is greater the sum of the parts.

This suggests that a holistic view of marketing and competitive advantage may be

needed. Integrated marketing is arguably much more than the 'pigeon-holed' concept of

marketing as a separate discipline. This research may offer a framework to view

marketing in this broader way. As a rethink of where and how competitive advantage

may fit into practical activity, value costs and benefits warrants further attention.

Alderson's (1965) notion of 'transvection' may be supportive of this model in that the

model supports the simultaneous pursuit of cost reduction and differentiation. Cost
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reduction is targeted through increasing operational effectiveness, whilst differentiation is

dealt with through the development and execution of a complicated, interlinked set of

activities that offer benefits, which impact on value and are difficult to replicate' The

model also uses a holistic approach to marketing in the new economy as is suggested as

necessary by Robins (2000)

A Suggested Framework for Planning in Relation to the Research Problem7.4.1

This research was undertaken with a strong practical orientation. The purpose of this

research was to identify a lucid, practical framework that firms within the South

Australian Wine Industry can consider using to integrate the internet into marketing

activity within their Value System. FigT .1 presents a possible framework for such use'

As Goodman's (2000) categories of use of the internet for marketing purposes were

found to be indicative of the degree of internet adoption they are shown in sequential

order. In this proposed framework, the IBRF component Internet Use) is used to organise

the activities and interaction the firm has with upstream and downstream members of its

Value System and the tactical implementation of the 4Ps. To this end, the internet

becomes a tool for focus. Starting with adoption for Information use (both gathering and

distributing) the business would look at how they can caffy out the various activities

involved in Information use (shown in Table 7.1) to generate the Competitive Benefits

for the Value SYstem.
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Figure 7.1 Proposed Planning Framework to Generate Competitive BenefTts from
Integrating the Internet into Marketing Activity

The Competitive Benefits can possibly be viewed as an 'outcome approach to marketing'

(Goodman 2003). Whereas Brown and Eisenhardt's (1998) model of strategy proposes a

continuous flow of competitive advantage, this model has the goal of producing a

continuous flow of Competitive benefits to the Value System. The specific measurement

areas of benefits were shown earlier inTable 7.2. After considering Stage 1 adoption of

the internet and organisation of activities, the firm considers how it can use the internet

for Business Process use (Stage 2) to achieve Competitive Benefits and then onto Stage 3

(Revenue Generation) and Stage 4 (Financial Transactions). Although the analysis did

not show a relationship between Financial Transactions and Core Competency,

Continuous Improvement or Time Compression, they are included in this proposed

planning framework. Their inclusion is due to the fact that at an aggregated level

Financial Transaction use had a significant relationship with Competitive Benefit as a

concept. Throughout the analysis the relationship of the whole was stronger than the

Time Complession - Relationships - Core Competency - Continuous Improvement

OUTCOMES OF COMPETITIVE BENEFIT

Inær¿ctions with
Downstream
Vahre System

Members

Financial
Transaction

Business
Process

Revenue
GenerationInformation

Continuous
Flow of

Competitive
Benefits

Organising
the Firm's
Interaction

with its
Value System

Implementing
the 4Ps

Inter¿crioß wiù
Upstream

Vahe Systert
Mernben

OUTCOMES OF COMPETITIVE BENEFIT
Time Compression - Relationships - Core Competency - Continuous Improvement
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relationship of the parts. In addition to strengthening the proposition of this framework it

shows that a holistic view of strategic marketing planning may well be desirable'

This proposed framework may also offer firms in other industries a practical guide.

Furthermore it may assist further research into this new area of business strategy and

marketing to gain the commercial benefits that arise from technology adoption. As

discussed, we now live in an environment that ls internet enabled, it is a tool that most

businesses now have access to. This may enable this framework to be positioned beyond

a title of internet marketing, it may in fact be more representative of how firms can

develop marketing activities to generate competitive benefits. The internet is merely a

tool that may facilitate this and make the activity more efficient, affordable and effective'

7.5 Further Research

The internet and the use of online communication technology for marketing and strategy

is such a new and rapidly emerging development that the suggestions made here for

further research are by no means exhaustive. They relate directly to the findings of this

research and the key 'flags' that were raised during the data analysis stage. This research

has been a starting point for development of the ways the internet can be used for

marketing. The four stages of adoption provide a framework to group and order the

activities for future research, measurement and practical use. It is necessary to replicate

this research in another industry, or even to use a non-industry specific approach to gauge

the relevance of the findings and planning framework to business activity. Going on

from this is the need to investigate more activity types and correlate them to each of the
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stages of adoption identified in this research. Similarly, research is needed to investigate

more measurement areas for each of the four facets of Competitive Benefit. It would be

of benefit to compare these results with studies done in other markets, particularly the

United States of America, wine producing Europe and wine producing South America, to

examine the difference or similarities of use and benefits, across cultures, languages and

style of industry structure. The research has the scope to conduct longitudinal research

This research contrasted Porter's notion of Competitive Advantage with the need to

develop and offer a more practical concept of competitive benefit in order that the firm

can actually work, \^/ithout extensive academic study, to plan and develop competitive

advantages. This research proposed the notion of Competitive Benefit and used specific

measurement variables that are fairly straightforward and highly practical. This, and the

findings from the nominal variables related to (i) each of Porter's (1985) Generic

Strategies to achieve competitive advantage and (ii) the four aspects of the Competitive

Benefit concept. The findings, as discussed in the previous chapter, suggest a merit in a

practical approach to competitive advantage. More research into the more dynamic,

activity-based area of competitive benefits could ascertain how this may further help

firms planning strategy in the internet-enabled environment.

This research used a self-administered mail survey of firms. This was a key decision

taken in the research design. One downside was that the overall use of the internet was at

a low level, between'occasionally' and'sometimes'. The next step in developing the

knowledge from this research may well involve constructing a case study of a value
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system within the South Australian Wine Industry. This could be used to gather

qualitative and quantitative data from a closer physical distance to the sample group.

This would enable clarification from respondents as necessary and the sampling of high

internet use firms, as well as closer investigation of benefits.

7.6 Summary

This final chapter discussed the limitations of this research, the status of the research

question and the status of the hypotheses after data analysis and testing. The theoretical

implications of the research results were given along with policy recommendations in

three areas; (i) business, (ii) government and industry bodies and (iii) education. In

keeping with the objectives of this research, a framework for planning for adoption of the

internet for marketing purposes in order to generate competitive benefits for the firm and

the value system was proposed. Suggestions were then made for further research'

Following this summary are the concluding remarks of the researcher.

7.7 Concluding Remarks

This research was conducted during a key period in the commercial development of the

internet into mainstream business activity. This was the aftermath of the so called 'dot-

com bomb' which followed a period of speculative frenzy when companies were

experiencing huge capital value growth and numerous initial public offerings. This

research was carried out in the period following the crash of this sector in the financial

and business markets. These two periods of the market highlight the fact that by and
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large the business world is still grappling to come to terms with the internet. Some might

now say too much has been made of this new tool. If the internet is to be merely a part of

the way we do business rather than a new way, then it is possible this framework is more

than suggested here; it may in fact represent a useful practical framework for strategic

marketing planning. Maybe e-commerce, e-business and e-marketing is just marketing

or, just business. It is not the tool that changes what we do, but the environment we

operate in that challenges us to maximise our opportunities and results. It is hoped that

this research has contributed in someway to assisting business to operate more

successfully in the internet-enabled environment we now live in.
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APPE,NDIX 1

Interview Forms



Preliminary Interviews to Finalise the survey Instrument for

,Building competitive Advantage? The Internet's Impact on the value

Óhuitt: A Study of the south australian wine Industry

Interview Date
Interview Time
Interview
Name of Interviewee (oPtional)

Contact Number-

Industry GrouP

l.Wrattypesofotherwineindustryfirmsdoyoudealwith?
How many times per month do you deal with these people?

Growers ( ) -wineries ( ) - Intermediaries ( ) -Industry organisations ( )

Media ( ) - Retailer ( ) -On-Premise ( ) -Transport ( ) -

Place

Supplies (type) (i ( ) (ii) ( xiii)

2. what is the level of Internet experience? what is the level of Internet

experience within Your firm?

what are the major types of problems you have in dealing with other wine

industry firms in the course of your business?

()

J

4 Do you use the Internet in your business dealings with people inside your

company? Do you use the Internet in your business dealing with other firms

in the wine industrY?



5. What sort of activities do you use the internet for

a. Inside your business

b. With other firms in the wine industry?

6. Do the other firms you deal with use the Internet?

Growers ( ) - wineries ( ) -Interrnediaries ( )-Industry organisations ( )

Media ( ) - Retailer ( ) - On-Premise ( ) -Transport ( ) -

Supplies (type) (i) ( ) (ii) ( xiii) ( )

what benefits do you see you've gained in using the Internet?

8 What ways could other firms you deal with provide benefits to you if they

used the Internet?



9
'what benefits do you envisage you might gain in using the Internet in the

short-mid term future?

Your general opinion as to the role of the Internet in10

^- Your business

b. Yourjob

c. The Wine IndustrY

l. Locally

tl Nationally

iii. InternationallY

Interview Started

Interview CornPleted



1

2
J

4

Appendix II

Survey Forms

Winery
Distributor
Trade - Retail and On-Premise

Supplier



1. V/inety













2. Distributor













3. Trade - Retail and On-Premlse













4. Supplier













Appendix III

Original SurveY Forms

Winery
Distributor
Trade - Retail and On-Premise

Supplier

1

2
aJ

4



1. Winery





a Please indicate how often you use the internet (either web sites or email) to:

Very Often RarelY

I

2

2

4

4

4

5

N/A

N/A
5

5 2-l4 1rþ s
4 3 2 1 N/A' Check out
4 -1 2 1 N/A. Coordinate nrodu
4 3 2 1 N/Ato di stfl
4

4

5

5to

I 5

2

2

I ons 3

2T
N
N/A4 -tsnecials

4 3 2 1 N/A. Follow rrn overdue vments

5 4 -t 2 1 N/A. Wine tins notes

5

-t

5 2

3

N

-)

-t

-1

-1

5

5 214 1 N/A

I

I

I

I

I

I

¡

t

I

I

I

¡

I

I

. Provi tax invoices
4 3 2 1 N/Afeeclback
4

5 J 2 14 N/A. Promote tastlngs
5 4 J 2 N/A. Source suooliers

¡

t

I

I

I

di

2

25

2 1distribution nornts 5 4 -t N/A
1



t Please indicate if tlie internet (web sites or ernail) has benefited your business in the following waYs

Strongly Agree

5 4 3

Stlongly Disagree

21
Tirne savlng

5 4 J 2 I
Acces s to rrore otmatlon

5 4 J 2 1
line.d sunolv chain

bu
5 4 3 2 1

Easier to do bu NESS

245

:
I

T

I

I

I

I

I

I

I

t

I

T

I

di
1245 -1to use ide firms

5 4 3 2
Mote aware of

5 4 1 2
Ou to set contact

5 4 J 2 1customer ationshios
5 4 J 2 1coordina
5 4 3 2 1

Iden ns cualitv r ssues

S

5 4 J 2 1
Get done

5 4 3 2 1
More time to do mv work

5 4 J 2 1
Faster infotmation ouf

5 4 3 2
Easier 1o coordin

on
5 4 J 2 1

More oeoole a of

would you benefit if the following firnrs used the internet more for doing business?

o Distributors

¡ Consumers

Yes No

Yes No
. Growers Yes No

¡ Retail Yes No

. Associations Yes No

Will the internet:

o Assist in improving what You do

. Differentiate your brand

. Save you time

o Assist yott to work with others

. 'Wineries Yes No

. On-Plemise Yes No

. Media Yes No

Yes

Yes

Yes

Yes

No.
No.
No

No

Reduce your costs to market Yes No

Make you nìore comPetitive Yes No

. Build business relationships Yes No

. Help you build Your brands Yes No



2. Distributor





c Please indicate how often you use the internet (either web sites or email) to:

Very Often RarelY

l<et

N/A

4 1

35

-15

25 N
N/A. Promote to new customers 12J4.5

. Identifv 5 4 J 2 1 N/A

. Informati to/from Media 5 4 3 2 1 N/A

4 J

to
3

3

-t

I

I

I

I

¡

I

I

I

t

I

r

I

-')5

-)5

-15to
5

3

3di
.')5

nd checks 5 2J4 1 N/A' Credit
I -1

Conmunication with

-t5

N/A12J45' Pav suppli ers

5 N/
2

vla 2 N

2 N

Customer 5 4

2

2J 1

N/
N/A

. Provide 5 4 Ĵ 2 I N/Aservlce
r Promote tln ss 5 4 J 2 1 N/A

r Soufce liers 5 4 J 2 1 N/A

ewsletters Jt

I

t

I

VI 5

distri N/35

distri
. Ouestion s/answers

5

15about prodrìcts on website 4 aJ 2 N/A



please indicate if the internet (web sites or ernail) has benefited your business in the following ways

Strongly Agree

5

Strongly Disagree

SAVIN

Helns ìie.r re.lationshins 5 4 J 2 1

5Stream sunolv chain 4 3 2 1

s to informati on 5 4 .1 2 1Better
4

Easier to husiness 5 4 3 2

Heloed hlrlol relationshins 5 4 3 2 I

Easier to use olrtside firms .5 4 3 1

More aw f fre.nrls 5 4 3 1(-ì

Ouicker to set in contact 5 4 .1 2 1

rns 5 4 1 2 1Helped storner
24

4IS

24

24hi

I

I

I

I

I

I

I

I

I

I

I

I

I

I

I

I

I

I

I

t

I

I

I

I

t

I

I

t

¡
I

24

12J45Imoroved sti cs

Get more 5 4 3 1ône

More time to do mv work 5

2

2

4

4 3 1

24

24

24on
24
2

2

4

45

4

45

5

5

Would you benefit if the following firms used the internet more for doing business?

¡ Growers Yes No

. Retail Yes No

o Associations Yes No

Will the internet:

o Assist in improving what you do

. Differentiate youl brand

¡ Save you time

o Assist you to wolk with others

o Reduce your costs to mat'ket Yes No

. Make you more competitive Yes No

¡ Build business relationships Yes No

. Help you build your brands Yes No

o Wineries Yes

. On-Premise Yes

. Media Yes

o Distributors

. Consumers

No

No

No

Yes

Yes

No

No

Yes

Yes

Yes

Yes

No

No

No

No



3. Trade - Retail and On-Premlse



Please retu,rn. your contpleted questioruutire in the enttelope provided - c¡r to

Steve Gooùnan
C/- The Graduate Sch'ool of Management

Adelaide UníversitY
ADELAIDE ,XXX

All cornpleted questionnaires will be placed in a drawer to win one of 3 prizes of a day's

free marketing consulting for your business (value $980 each)

Name (optional) Position (oPti onal)

Business Name Contact Number (option

Number of Employees less than 5 5 - 14 15 - 29 30-49 50-99 100+

Number of Cases sold (please indicate whether week/month/year) per week - month - yeat

Do you have an internet connection?

Do you have a Web Site?

Do you have online payment processing?

Can people order through your web site?

Can people order via email?

Ernail Addres

If Yes, since when (year)

If Yes, since when (year)

If Yes, since when (year)

If Yes, since when (year)

If Yes, since when (year)

Yes

Yes

Yes

Yes

Yes

No

No

No

No

No

s Web Site \tfw\Ã/

1. Please indicate the type of businesses you deal with in the wine industry

2. Use the scale between 5 (often) to 1 (never) to indicate how often

Often N

'Growers5432
'Wineries5432

lffirï l 111

ever
1

1

1

I
1

1

1

1

Which groups do you deal with at all via internet (either web site or ernail)

. Growers Yes No o Wineries Yes No ' Distributors

r Retail Yes No . On-Premise Yes No ' Consumers

. Media Yes No o Wine Industry Associations Yes No

Yes No

Yes No



ô please indicate how often you use the internet (either web sites or enrail) to:

Very Often

5

Rarely

4 3 2 1

N/A

N/A. Market
35¡

5 4 3 2l N/A
'Banking

t comnetitors 5 4 3 2 1 N/A. Check
5 4 J 2 1 N/Aactivitv

I tS 35 1

35 4 2 N/Aon to/fi'om À

. Onerate e club 5 4 3 2I N/A

5

wer o

24

24
N/A2j45.'Wine tr n q note.s

24 N/

a
24

fin
4

24

4

¡
I

I

I

I

I

I

I

I

I

I

I

I

I

I

S

2

N24
N
N/A

24

12J45tastrnss'Promote
I 4

5 J 2 14 N/A

ìs 5 4 J 2 1 N/As vrntage

ne distribution 5 4 3 2 I N/A. Streamli
icatins with cu ers 5 4 3 ). 1 N/A

we 1



. please indicate if the internet (web sites or ernail) has benefited your business in the following ways

Strongly Agree StronglY Disagree

Tirne savin g 5 4 J

r Helps lier relationshios 5 4 3

access on 2

ned 24

24

Helped dis tri butol relationships 2-t

4

45 1

Easier to use outside firrrs 5 4 -1

More a of trends 5 4 3 1

24cu
4

24
24

ed 24
24ables

t

t

I

I

¡

¡

I

t

I

I

I

I

I

I

I

I

¡

I

I

I

I

I

T

I

¡

I

I

Get more 5 4 J

2

2

tlme 24
24

24

di 4

to 4

etter tr 4
2 1

aJ45Tishtened s v chain

Increased retentlon 5 4 J 2 1

4

5 4 J 1Cheaper to do business

Helped with 5 4 J 1

Would you benefit if the following firms used the internet more for doing business?

. Growers Yes No

o Retail Yes No

. Associations Yes No

Will the internet:

. Assist in improving what you do

. Differentiate your brand

. Save you time

o Assist you to work with others

. 'Wineries Yes No

o On-Premise Yes No

. Media Yes No

r Distributors

. Consumers

Yes No

Yes No

Yes

Yes

Yes

Yes

No

No

No

No

. Reduce your costs to market Yes No

r Make you more competitive Yes No

. Build business relationships Yes

. Help you build your brands Yes

No

No



4. Supplier



Please return ),our completed. questiotutaire in the envelope prottided - or to
Steve Goodman

C/- The Gt'aduate School of Management
Adelai.de Un.iversíty
ADELAIDE SXXX

All completed questionnaires will be placed in a drawer to win one of 3 prizes of a day's
. free marketing consulting for your business (value $980 each)

Name (optional) Position (oPtion

Business Name Contact Numbel (optional)

Number of Ernployees less than 5 5 - 14 15 - 29 30-49 50-99 100+

Supplied the wine industrY since

Do you have an internet connection?

Do you have a Web Site?

Do you have online payment processing?

Can people order through your web site?

Can people order via ernail?

Ernail Address Web Site www'

Yes

Yes

Yes

Yes

Yes

No

No

No

No

No

If Yes, since when (year')

If Yes, since when (year)

If Yes, since when (year)

If Yes, since when (year)

If Yes, since when (year)

1. Please indicate the type of businesses you deal with in the wine industry

2. Use the scale between 5 (often) to 1 (never) to indicate how often

Often Never

'Growers5432l
'Wineries54321

:3:1i'.:ffi: z i 
" 

: I

'Rerail 54321
rConsumers54321

:t#:åiirAssociation' ; i : ; I

Which groups do you deal with at all via internet (either web site or ernail)

. Growers Yes No o Wineries Yes No . Distfibutors

o Retail Yes No ' On-Premise Yes No ' Consumers

. Media Yes No ' Wine Industry Associations Yes No

Yes No

Yes No



a Please indicate how often you use the internet (either web sites or email) to:

Very Often RarelY

esearch 5 4 3 2 1

N/A

N/A. Market
5 4 3 )- 1 N/Asrrnnlies

24 N
N/At comoetitors 5 3 124. Check on

te nroduction 5 4 3 2 1 N/A

to clistributor 5 4 3 ).
,| N/A. Prornote

24

¡
I

I

t

I

t

24
24
24 N

N/Aoverdue 12345'Follow
I

frei sht 5 4 J 2 1 N/A

5 4 3 2 1 N/A' Process

' Info to/from srowers 5 4 J 2 N/A

actl 4

24 N
N/Ations 5 24 J 1

24
24

t

I

t

I

I

¡
I

I

4 N
N/Anew oroducts 245 J 1

4

5 J 2 14 N/Atailored offers. Making
. Provide 5 4 J 2 1 N/Atax lnvolces

feedback 5 4 3 2 1 N/A

customer servlce 5 4 J 2 1 N/A. Provide
-t

5

I

I

I

I

24
24

s/answers on websi fe 5 214 N/A. Ouestion



Please indicate if the internet (web sites or email) has benefited your business in the following ways

Strongly Agree StronglY Disagree

35

I Helos supolier relationshins 5 234 1

Access to infor-mation 5 4 3 2 1

I Strearnlined nnlv chain 5 4 3 2 1

VE 3

25

Easier to use ide firms

2

2J

5

5 4 1

More aware ftends 5 4 J 2 1

Ouicker to set in contact 5 4 3 2 1

Helned cu relationshins 5 4 J 2 1

Heloed co ation 5 4 3 2 1

-1

information 3

-1

more foctt --)5

-tlo
12J45Get more

tlme -1

3

J

distri -15

5

25

5

5

Increased er retentlon ).45 -1 1

More oeoole aware hrand 5 4 -1 2 1

Cheaoer to do 5 4 J 2 1

Would you benefit if the following firms used the internet more for doing business?

. Growers Yes No

o Retail Yes No

o Associations Yes No

Will the internet:

. Assist in improving what you do

o Diffelentiate your brand

. Save you time

o Assist you to work with others

Reduce your costs to market Yes No

Make you lrol'e cornpetitive Yes No

. Build business lelationships Yes

. Help you build your brands Yes

. Wineries Yes

. On-Premise Yes

. Media Yes

o Distributors

. Consumers

No

No

No

Yes

Yes

No

No

Yes

Yes

Yes

Yes

No.
No.
No

No

No

No




