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MAIN IDEA

Webonomics are the business principles and strategies for successful Internet based commerce. The nine principles of
Webonomics have been derived from studying which Internet business models are successful, and which are not. They also take
into account business common sense, tempered by an appreciation of the new market forces the Internet unleashes.

In essence, Webonomics explains why some Web sites succeed while others falter. Success depends on offering an
information-rich Web site build around a viable value proposition for the consumer. The best Web sites offer a high degree of
self-service capability, combined with an opportunity to create incentives to do business in the future through the use of site or
company specific value-based currencies and other offers. Successful Web sites reward consumers for providing information about
themselves and their personal preferences. And importantly, Webonomics forecasts that the most vibrant and commercially
successful Web sites are in a constant state of development and enhancement -- allowing companies to explore new ways to
create additional value for customers as the Web evolves and expands.

Successfully operating an Internet based business takes more than an appreciation of the technical issues involved. It takes an
entirely new mindset, and a new approach to meeting customer demands. The nine principles of Webonomics articulates the
operational criteria by which success in the Internet based economy will be achieved and sustained.

Principle #1  The quantity of people visiting your Web site is less important than the quality of their experience  .  .  .  .  .  . Page 2

The Web is not a mass broadcast medium. It’s a vast niche medium which allows personalization and
interactivity. Therefore, to be successful, a Web site should focus not on the number of visitors but on the
quality of the visit each individual enjoys.

Principle #2  Marketers shouldn’t be on the Web for exposure; they should be on the Web for results  .  .  .  .  .  .  .  .  .  .  . Page 3

The effectiveness of a Web site shouldn’t be judged by mass media criteria -- how many people see your
material -- but by the same criteria by which a salesperson is judged -- by how effectively people are
moved to learn more and ultimately buy the product or service you offer.

Principle #3  Consumers must be compensated for disclosing data about themselves  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . Page 4

Most consumers are concerned about disclosing private information on the Internet, and would prefer not
to. They are, however, willing to make a trade off and disclose some information if they perceive they’re
going to get something worthwhile in return.

Principle #4 Consumers will shop online only for information-rich products  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . Page 4

To successfully sell a product or service through the Internet, businesses must provide potential
customers or clients with up-to-the-minute news, facts, knowledge, know-how and advice about their
product or service.

Principle #5  Self-service provides the highest level of customer service  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . Page 5

Self service has become mandatory in almost every industry -- because it offers consumers the highest
possible levels of increased comfort, control and convenience.

Principle #6  ‘‘Value-based currencies’’ enable you to create your own monetary system  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . Page 5

‘‘Value based currencies’’ are corporation-specific monetary systems which can be used to reward
customer loyalty through a points system that can be redeemed for subsequent purchases. The Web is
ideally suited to developing and managing a unique value-based currency system.

Principle #7  Trusted brand names matter even more on the Web  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . Page 6

The advantage of a brand name -- from a consumer’s perspective -- is a saving in time and aggravation.
Trusted brands deliver a consistent level of product or service quality. They also create future business
opportunities, based on past consumer experience with that brand.

Principle #8  Even the smallest business can compete globally on even terms on the World Wide Web  .  .  .  .  .  .  .  .  .  . Page 7

On the Internet, small companies can act as if they are huge global enterprises and large companies can
act as if they are small and responsive start-up operations. Creativity, intelligence and skills become more
important than assets, resources and funding in the Internet economy.

Principle #9  Agility rules - Web sites must continually adjust to their target market’s requirements  .  .  .  .  .  .  .  .  .  .  .  .  . Page 8

In the physical world, competitive advantage can be sustained over an extended period. In the Internet
world, business dynamics can change quickly, and any company’s competitive advantage can be
short-lived unless the company proactively works at keeping its Internet service fresh and up-to-date --
with new features, new technologies and more value-added services being added on an ongoing basis.
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Principle #1
The quantity of people visiting your Web site is less

important than the quality of their experience

Main Idea

The Web is not a mass broadcast medium. It’s a vast niche
medium which allows personalization and interactivity.
Therefore, to be successful, a Web site should focus not on the
number of visitors but on the quality of the visit each individual
enjoys.

Supporting Ideas

Traditional economics is based on the concept of scarcity - that
consumer demands will always exceed supply, thereby driving
prices upwards. On the Web, however, the supply of information
available greatly exceeds demand. The only commodity in
limited supply is the attention of busy people who have numerous
other web sites to visit.

Therefore, the key is not solely to capture but also to sustain the
attention of people visiting your Web site. The only way to do this
is by providing visitors with a high-quality experience every time
they visit.

To deliver consistent high-quality visits:

Don’t simply provide information, but an opportunity for
visitors to interact with other visitors - creating an online
community of people with a common interest. The information
can provide a context, but the sense of community will drive
people to visit again and again to stay up-to-date on the latest
developments.

Find ways to let people personalize their online experience
with you. The Internet is used by a large number of people,
but it’s not a broadcast media or a mass media. It’s more of
a niche or personal medium in which each person’s
experience can differ from everyone else’s. The best way to
allow that personal element to fully develop is to take
advantage of the interactive nature of the Internet, and let
people select their own experiences. That way, people can
create added value from their own perspectives by using your
product in a way that suits their own personal requirements
and preferences.

Provide optional value-added services to your Web site
visitors. Perhaps part of your Web site can provide free
information with visitors having the option of subscribing for
other value-added services if interested. There’s a balance to
be hit here -- your free section should be sufficiently
compelling to attract numerous visitors, a proportion of which
will be provided with sufficient incentive to pay for access to
additional parts of the site, or additional products or services.

The Web lends itself exceptionally well to niche based
marketing approaches. Find a unique niche nobody else is
targeting, deliver a high quality experience tailored for people
within that niche (which utilizes the interactive nature of the
Internet effectively) and you create an extremely loyal core
group of individuals.

One of the key challenges of building a successful Web based
business lies in deciding what to charge for and what to
provide for free. There are a number of successful business
models developed, some of which are based on the portal
approach (build a Web site millions of people visit regularly
and sell advertising). Other models have a two tiered
structure, in which free information is available as a draw card
for large numbers of visitors, and other value-added products

which can be personalized are then available on a
subscription basis. (The advantage of having paid
subscribers is that people inherently feel information they
have paid for is more valuable than something they received
for free).

The most successful business sites on the Web (in terms of
generating revenue) are those that offer the greatest degree
of personalization.

Web based information companies will not replace or
supersede paper based publications. Historically, new media
has never completely replaced older media. Rather, the
Internet will require print publications to reformat their content,
offering more of a participatory experience that creates
synergies between the Web site visitor and the company.

To succeed, a Web site effectively has to be able to strike an
individual bargain with each visitor -- to provide a high quality
experience, tailored to the specific interests of the visitor.

Key Thoughts

‘‘The Web has low barriers to entries, but huge barriers to
profits.’’

-- Walter Forbes, Chairman, Cedant Corp.

‘‘The basic costs for a physical retailer - bricks, mortar, real
estate, people, taxes, healthcare - are all going up. Our basic
costs - communications, database, hardware - are going down.
The advantages of interactive shopping are getting greater.’’

-- Walter Forbes, Chairman, Cedant Corp.

‘‘No new medium ever completely replaces another. Even cave
paintings haven’t gone away -- we just call them graffiti.’’

-- Mark Kvamme, CEO, CKS Group

‘‘If a giveaway paper lands on your lawn next to the newspaper
you pay for, you’ll turn to the one you subscribe to for
information.’’
-- Walter Isaacson, Editor, Time Warner New Media Division

‘‘We don’t make money selling information. In fact, we lose
money delivering the paper to people. We make our money by
selling the audience to advertisers.’’

-- Newspaper publisher

‘‘Price is what hooks them, but this is more than the cheap trade.
It’s the customization, the research tools, the portfolio
management services, the comfort factor and the quality of
information that makes them stick around.’’

-- Kathy Levinson, Executive Vice President, E*Trade

‘‘The extraordinary growth of the Web is setting off a chain
reaction of change, and we must all change with it. You can’t
leave your strategy for the Web economy to some Webmaster
dude working in the corner. We’ve got to involve just about
everyone.’’

-- Evan Schwartz
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Principle #2
Marketers shouldn’t be on the Web for exposure;

they should be on the Web for results

Main Idea

The effectiveness of a Web site shouldn’t be judged by mass
media criteria -- how many people see your material -- but by the
same criteria by which a salesperson is judged -- by how
effectively people are moved to learn more and ultimately buy
the product or service you offer.

Supporting Ideas

A Web site offers businesses the following advantages:

In traditional media ads, every consumer received the same
message. Internet based marketing, by contrast, allows the
viewer to specify what they do and don’t want to receive -- to
personalize the content of the material. Good Internet ads
don’t just tell visitors about a product -- they allow visitors to
visualize how that product will add to their quality of life.

Traditional ads do a good job on telling and selling, but leave
the potential buyer to link up with the seller. Internet based
marketing, by contrast, allows people to establish a viable and
meaningful link to the seller instantaneously and effortlessly.

In essence, the Internet picks up where traditional marketing
leaves off. Traditional ads tell that a product exists and sells
the reader on the benefits. Internet advertising does that as
well, but it also provides in-depth product information you can
elect to read, and allows you to think through the purchase
decision in more detail. Internet ads can then deliver you
seamlessly to a reseller or direct sales operation who will
complete the purchase arrangements.

Traditional advertising is intrusive - you’re forced to see it
whether you want to or not. Internet advertising, however, is
elective. The computer user can decide whether or not to seek
more detailed information. Their consent is required before
anything else can happen -- which dramatically alters the
market dynamics between the advertiser and the consumer.

The prevailing logic in the advertising industry has always
been that advertisers waste half of their advertising budgets
-- the only problem is it’s difficult to tell which half is effective
and which half is not. By contrast, Internet based advertisers
can accurately measure what the response is to their ads in
great detail. That allows the Internet advertisers to fine-tune
and target their advertising programs with great detail and
precision.

While mass media advertising will never disappear altogether,
there are four reasons the effectiveness of traditional advertising
has declined in recent years:

1. Clutter.
The average consumer is now bombarded with more than
3,000 marketing messages every day. Trying to stand out
from the crowd is becoming more difficult all the time.

2. Clicking.
People watching TV now use their remote control to check
out what’s on the other channels during ad breaks all the
time.

3. Cynicism.
Today’s consumers are far less likely to accept something
an advertiser says without question. They automatically
assume a vested interest colors everything advertisers say.

4. Competition.
The mass media field is highly competitive, with magazines,
newspapers, broadcast TV, cable TV and direct marketers
all competing for the same advertising budgets.

Clearly, there will always be a place for mass media advertising
in the future, but it’s role will change. More and more hybrid
advertising programs will be developed, in which traditional
media will create awareness of a product and deliver people to
a Web site, and an Internet based marketing program will then
take over and provide more detailed information, evaluate needs
and provide other supplementary services which will assist in the
purchase decision.

At present, the main ways to promote a Web site are:

1. To mention the Web site address in traditional print and TV
advertisements, brochures, mailings, business cards and
other promotional materials.

2. Through effective public relations programs, in which you get
coverage in traditional media for something interesting your
company is doing.

3. By trading Web site hyperlinks with other Internet based
marketers.

4. By purchasing banner ads and hyperlinks on search engine
sites and other popular Internet Web sites.

Key Thoughts

‘‘If we do our job right, the consumer can choose when, where
and in what order he or she wishes to access elements of
persuasion. Each message becomes utterly individual and
unique. In truth, the only place our brand message exists in its
totality is in the mind of the creative consumer.’’

-- Michael Bungey, CEO, Bates Worldwide

‘‘The most important thing the Web cab deliver is a fully qualified
lead or customer.’’

-- Emily Green, Analyst, Forrester Research Inc.

‘‘On the Web, everything we knew about advertising is out the
window.’’

-- Rich Everett, Manager of Interactive Communications,
Chrysler Corporation

‘‘Conning the customer won’t work when people regain control.
The whole language of branding dissolves in the new media. The
logic behind brand differentiation disappears. The new
generation of consumers are more sophisticated. Consumers
see right through what advertisers are trying to manipulate them
into doing. Most people in advertising don’t understand that.
Advertisers have been getting away with murder.’’

-- New media research specialist

‘‘Ad men are effective only with those who do not already know
what they want. In this state alone, men are open to persuasion.’’

-- John Kenneth Galbraith

‘‘Consumers are returning again and again to quality Web sites
that offer a real value proposition, ignoring ones they have no
use for. They are looking to buy products and interact with
companies, not just absorb the same brand positioning they see
on TV. They are coming to expect rewards for disclosing
information about themselves. They are shopping online in the
global marketplace, but only for those products which are
information-rich or high-involvement.’’

-- Evan Schwartz
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Principle #3
Consumers must be compensated for

disclosing data about themselves

Main Idea

Most consumers are concerned about disclosing private
information on the Internet, and would prefer not to. They are,
however, willing to make a trade off and disclose some
information if they perceive they’re going to get something
worthwhile in return.

Supporting Ideas

Some ideas on collecting information at a Web site:

Any point on your Web site at which you ask people to disclose
information about themselves is a potential red flag and
barrier. Make certain there’s a logical reason for gathering that
information, otherwise forget it.

Unless you can demonstrate you’re using that information
gathered to provide added value -- perhaps through
customization services which will save consumers time and
effort in the future -- consumers won’t be willing to disclose
anything at all. You have to provide tangible benefits. There’s
a certain implicit trade -off that needs to be accurately
portrayed -- the Web site operator has to show the more
consumers tell them about themselves, the better the Web
site can serve them in the future.

Privacy issues are becoming highly topical at present. Smart
Web site operators should take this into account, and inform
visitors to their Web sites whether they will be selling their data
to third parties. Consumers should always be given the
opportunity to opt out of any on-sale of information to a third
party. And, importantly, marketers should avoid soliciting
children for information about their parents. This has the
potential to cause numerous long-term problems.

The most obvious way to provide added value for information
is to offer consumers discounts on products they want if they
will provide some information about themselves.  Savvy Web
marketers can also find a number of other incentives to offer
-- free accessories when consumers purchase a new product,
free Web surfing time, free information, free entertainment,
and so on.

Key Thoughts

‘‘The Web is the ultimate word-of-mouth medium. It’s direct
marking, advertising and public relations, all rolled into one.’’

-- Peggy Vessels, Marketing Communications Manager, 
Jack Daniel Distillery

‘‘The Web is all about individual freedom and personal control.
As long as consumers are compensated for disclosing their data,
as long as they are properly informed about how such data will
be used, adults can decide for themselves what information they
want to give out to whom.’’

-- Evan Schwartz, Author

‘‘When you’re blazing new trails, you’re always bound to take
some wrong turns.’’

-- Anonymous

Principle #4
Consumers will shop online

only for information-rich products

Main Idea

To successfully sell a product or service through the Internet,
businesses must provide potential customers or clients with
up-to-the-minute news, facts, knowledge, know-how and advice
about their product or service.

Supporting Ideas

The Web excels at delivering vast amounts of information which
consumers can sort through at their own pace, and according to
their own personal preferences.  Products which consumers
normally research before buying are particularly well suited to
the Internet sales channel, while impulse purchases, low-ticket
items and commodity items are less likely to be sold via the
Internet. 

Retailing as an industry is tending to move away from an
information-rich approach to a self-service business model.
Low-price high-volume with thin margins is now the norm rather
than the exception in the retailing industry. On the Internet,
however, retail space is unlimited and has minimal incremental
costs. Vast Web based shops can be developed, limited only by
the imagination.

Numerous unsuccessful attempts have been made to transfer
the shopping mall paradigm to Internet commerce. The
cybermall business model, however, makes little or no sense in
an environment in which with a few clicks of a keyboard,
consumers can go from one business to another, irrespective of
where that business may be physically located.

There are numerous success stories of Web marketing, each of
which is built around a single distinguishing feature. For
example, Amazon.Com, the Web’s largest bookseller, bases its
business plan around having a greater selection of books than
anyone else. Virtual Vineyards, an online wine retailer, provides
superior product expertise and assistance with purchase
decisions. And numerous sites offer below-retail pricing
incentives.  NetMarket, for example, is a membership driven
wholesale club which derives revenues selling memberships to
consumers so they can buy direct from manufacturers rather
than retailers.

The Internet can also be used to deliver information about the
major big-ticket items people buy -- notably houses and motor
vehicles. While people are unlikely to buy these items online
without seeing them in the flesh, most people also comparison
shop and prepare a short list before they start visiting potential
homes or driving potential new cars themselves. The Internet is
ideally suited to assisting in the comparison shopping phase, and
to fill the gap that exists between the time a person notices an
advertisement for a product and the time they physically walk
into a dealer’s showroom to have a look.

Key Thoughts

‘‘We want to make the experience every bit as fun and enjoyable
as real bookstores. Only instead of doing it with latte and sofas,
we do it with customer-to-customer interaction and
customer-to-author interaction.’’

-- Jeffrey Bezos, CEO, Amazon.Com
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Principle #5
Self-service provides the highest

level of customer service

Main Idea

Self service has become mandatory in almost every industry --
because it offers consumers the highest possible levels of
increased comfort, control and convenience.

Supporting Ideas

The Internet is the ultimate self-service venue. It’s open 24-hours
a day every day of the year. It’s also exceptionally comfortable
-- consumers can use the Internet sitting at home in their
bathrobes with a cozy fire going in the fireplace and nobody at
the other end will be any the wiser. And, the Internet is a global
marketplace -- consumers can go anywhere they want anytime
they want.

The control aspect of Internet commerce is also significant. No
longer do consumers have to wait while some minimum wage
clerk their order into a computer terminal. Nor do they have to
visit any Web site they don’t want to go to. The Internet offers
consumers absolute and total control.

In fact, the Internet is rapidly becoming the point of contact
between the customer and companies in a large number of
industries. As a result, more resources are being committed by
companies to developing Web sites that are entertaining,
efficient and easy to use. Rather than decreasing customer
satisfaction, providing self-service capability increases the
perceived value consumers receive.

Some examples:

The travel industry is moving increasingly towards a
self-service environment, providing consumers with quick,
easy self-service for airline tickets and access to expert
assistance if required.

Delivery companies such as Federal Express, UPS and the
U.S. Post Office now offer package tracking data over the
Internet, allowing consumers to see exactly where their
packages are in real time.

Internet based banking is growing rapidly at present, as more
and more banks develop customer interfaces for consumers
to effectively act as their own tellers. For consumers, choosing
a bank is no longer limited to finding one near your normal
daily location -- consumers can choose whichever bank offers
the best package of value-added services and options.
Similarly, banks benefit from offering Internet based service
because their costs are lower.

Key Thoughts

‘‘We believe the public would rather be online than in line. Our
goal is never to have to see a customer again.’’

-- Spokesman, Massachusetts Registry of Motor Vehicles

‘‘The Web itself has been built on a self service model from the
beginning. Human service personnel won’t be obsolete, but
rather freed up to focus on higher-level tasks. They are
performing the jobs that computers can’t, such as answering
complicated questions that require advanced levels of training.’’

-- Evan Schwartz

Principle #6
‘‘Value-based currencies’’ enable you
to create your own monetary system

Main Idea

‘‘Value based currencies’’ are corporation-specific monetary
systems which can be used to reward customer loyalty through
a points system that can be redeemed for subsequent
purchases. The Web is ideally suited to developing and
managing a unique value-based currency system.

Supporting Ideas

The most widely known examples of a value-based currencies
are airline frequent flier miles. For every mile flown, consumers
receive credits, which can then be redeemed for future air tickets
or other incentives offered by the company. Using the Internet,
any company can cost-effectively create and manage its own
value-based currency system.

The advantages of value-based currencies are impressive,
including:

They can be structured to increase customer loyalty, to
reward frequent purchasers or to take advantage of
cross-promotional offers that may be made by the same
corporation.

They can provide incentives for people to come back again
and again to a business.

Value-based currencies are totally flexible, and can be
applied broadly or discriminately at the issuer’s discretion.

Strategic all iances between companies can allow
value-based currencies created by one company to be
redeemable at other companies for additional products and
services.

In the formative stages of the Internet, numerous transactional
payment systems were proposed, including:

1. Digital Cash

Designed to be an electronic equivalent of normal currency,
digital cash was issued by a central bank and was designed
to be accepted by online merchants for purchases. The
Digital Cash competitive advantage was that it was as
anonymous as normal currency -- no worries about credit
card details falling into the wrong party’s hands and so on. 

The only problem is that Digital Cash was a solution looking
for a problem -- it really wasn’t needed and it simply added
another layer of complexity to transactions. Instead, credit
card companies have increased their security features,
allowing people to make purchases with their credit cards
rather than having to register for Digital Cash.

2. Micropayments

Conventional credit card companies discourage their use for
small transactions, because of the high processing costs
involved. On the Internet, however, it may be possible to
charge small amounts -- perhaps even fractions of a cent --
for transactions. For example, online research reports,
pay-per-play interactive games and small pieces of
information may be sold for just cents. In these cases, the
cost of processing a credit card transaction may outweigh
the cost of the item sold many times over.

Again, micropayments have not caught on with consumers
at large because they are irritating and again they add
another layer of complexity that people would like to avoid.
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In the foreseeable future, micropayments are unlikely to
become widely used, and the traditional business models of
bundling information together into a package which is viably
sized and priced are more likely to continue to be used.

The issue of on-line credibility is highly significant. Consumers
are very familiar with the larger, well-established corporations,
much more than they know anything about some of the Internet
based companies promoting alternative payment schemes.
Therefore, a value-based currency developed and offered by a
large corporation has more acceptance than some of the other
Internet payment alternatives currently under development.

An Internet based payment system must, of necessity, establish
trust. In fact, trust is the most valuable commodity in cyberspace.
Corporations can take advantage of tat fact by creating, issuing
and circulating a value-based currency built on the foundation of
strong brand-name recognition and a successful business track
record. 

Consumers have shown overwhelmingly they don’t need a new
payment system, and that as security becomes better
developed, they are happy with the idea of making purchases
with their current credit cards. 

Key Thoughts

‘‘The real opportunity in online money lies in issuing currency
backed by valuable products and services. In every industry, the
companies that want to keep their customers faithful will realize
that value-based currencies are the money of the future.’’

-- Evan Schwartz

‘‘The online money of the future won’t consist of interchangeable,
uniform markers that provide a universal standard of value.
Instead, it will become like frequent flier miles, or the national
currencies of small countries. It can expire, get revalued at will
and it will be designed to manage the microeconomics of
corporations, industries and institutions.’’

-- David Reed, Senior Scientist, Interval Research Corp.

‘‘We’re in the business of creating peace of mind and trust. A
bank’s primary function is credibility.’’

-- John Donegan, Vice President, First Virtual Holdings

‘‘We will see price cutting and price pressure that we haven’t
seen since Bill Walton entered the retail business.’’

-- John Sviokla, Associate Professor, 
Harvard Business School

‘‘In the long run, net margins should be lower in the online world
because it enables frictionless comparison shopping.’’

-- Jeffrey Bezos, Founder and CEO, Amazon.Com

‘‘Technical change by its nature is a cruel process. It has a
tendency to make your skills redundant when you’re most
vulnerable.’’

-- Joel Mokyr, Economic Historian, Northwestern University

‘‘The era of big government is over.’’
-- President Clinton, 1996 State of the Union Address

Principle #7
Trusted brand names matter

even more on the Web

Main Idea

The advantage of a brand name -- from a consumer’s
perspective -- is a saving in time and aggravation. Trusted
brands deliver a consistent level of product or service quality.
They also create future business opportunities, based on past
consumer experience with that brand.

Supporting Ideas

Establishing a brand successfully on the Internet can be a
challenge. If successful, however, it can be extremely useful in
all future marketing initiatives. Interestingly, the Internet is also
an ideal environment in which brand name owners can expand
their product line beyond their original product or service
offerings.

Broadly speaking, the easiest brands to establish are for those
companies which are first to market in any product category. On
the Web as in other markets, the company that is first in its field
becomes recognized as such, which in turn helps create brand
name awareness.

Another viable strategy for exploiting a well-known brand name
is to enter into a licensing arrangement, particularly if the
brand-name owner is not active in Internet commerce. For
example, Starwave Corp. has developed a successful Internet
sports information site by licensing the ESPN name and
launching ESPN SportZone. That provides instant credibility and
awareness.

The key to developing a successful brand name awareness on
the Internet is not simply to develop a Web site which offers an
electronic version of the company’s sales brochure. Rather, an
effective web site should succeed in creating an exclusive online
club or community which attracts people with similar attitudes,
aptitudes and outlooks on life. A successful brand building site
will offer opportunities to interact with other consumers, offer
add-on products or services which build value in the original
purchase and provide direct ways to communicate with people
in positions of influence within the company. Achieve that, and
any company can build a blockbuster Web site and create a large
customer base for future business.

Key Thoughts

‘‘Brand names aren’t just here to bombard us. They have a
benefit. When you as a consumer have many choices and limited
time, it pays to be loyal to brands you trust. A brand can serve
as a mark of quality, of something familiar. As such, they can
actually save you time and aggravation. Reach for that
comfortable brand name, and you don’t have to bother sorting
through all the other choices, all the noise and clutter in the
marketplace.’’

-- Evan Schwartz

‘‘The noise level on the Web is getting higher and higher. Every
day it gets tougher to establish a new brand name. A couple of
years ago, if you had a Web site, it was written up in every
newspaper. Now, you’re lucky to get a single mention
somewhere.’’

-- Mark Kvamme, CEO, CKS Group
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Principle #8
Even the smallest business can compete globally

on even terms on the World Wide Web

Main Idea

On the Internet, small companies can act as if they are huge
global enterprises and large companies can act as if they are
small and responsive start-up operations. Creativity, intelligence
and skills become more important than assets, resources and
funding in the Internet economy.

Supporting Ideas

In the physical world, establishing an international sales force
can be expensive and resource consuming -- and is almost
always beyond the capacity of small, entrepreneurial operations.
Using the Internet, however, any company can be involved in
global sales from day one with very little, if any, additional
expense involved.

In fact, on the Internet:

1. The computer network serves as the business infrastructure,
replacing offices, buildings and real estate.

2. The computer screen becomes the point-of-sale contact with
potential customers or clients, effectively replacing any direct
face-to-face contact.

3. People trade information rather than goods. As a result of the
information traded, physical goods may ultimately be
delivered, but that occurs as a result of the previously
exchanged information.

Therefore, the process of creating added value in the physical
world differs from the equivalent process in an information based
economy. And even the smallest business on the Internet is
already global because it can be accessed by anyone with a
computer, Web browser software and an Internet connection
anywhere in the world. The smallest of companies on the Internet
has just as global a potential market as the huge companies
traditionally classified as multinationals.

Location as a barrier to trade disappears in the Internet business
environment. Human creativity, skills and intelligence come to
the fore as the Web sites which offer the greatest levels of useful
information become widely known and visited.

The Internet does allow small companies to position themselves
-- and to act -- as if they were much larger. In fact, it’s impossible
to tell anything of the size of a company from its Web site. In
addition to small companies acting big, that creates an
opportunity for very large companies to experiment and try new
ideas, without negatively impacting on established business
operations and associated revenue streams. Large companies
can try new and innovative business initiatives on the web with
little downside risk -- thus increasing creativity.

Keep in mind, however, there is still quite a significant imbalance
between the number of Internet users in developed countries as
opposed to Internet users in emerging countries. Much of that is
a result of Internet services infrastructure restrictions. In the
developed nations, there are vast numbers of Internet service
providers, web hosts and other service companies which
compete aggressively for Internet users. In developing
countries, these service companies are still in formative stages
of development, and consequently Internet market penetration
is less pronounced. This will no doubt change in the future, but
at present the broader Internet marketplace is skewed in favor
of consumers in the more developed nations.

Similarly, at present, English is the predominant language of
business on the Internet. This too, will change, as more and more
Internet users who speak and think in different languages come
online. Technology is already available which allows Web site
visitors to add software to their browser which translates Web
pages written in English into French, German and Spanish -- and
vice versa. And importantly, the translation process takes place
in real time and transparently to the viewer, making the process
easy to use.

Of course, simply translating information from one language to
another is only half the process really. There are still numerous
cultural differences that go beyond one-to-one translations, and
savvy Web site operators will develop an affinity for the cultural
requirements of a large number of countries if they intend to do
business with those consumers successfully.

The availability of Webphones -- telephones using the Internet
as a backbone for carrying traffic -- will also impact on the
economic viability of small businesses more than larger
corporations. While the technology is still under development,
the promise that any person anywhere on the planet will soon
be able to cost effectively talk with anyone else regardless of
their physical location is highly significant for commercial and
collaborative purposes. Again, this will have the effect of
broadening the potential market for Internet based companies.
It will also make doing global business more compelling, and
lead to a vast number of value-added projects which are
currently unrealistic due to the communication costs required to
be met. This will ultimately lead to the erasure of all cost barriers,
so that any company will be able to do business anywhere on
the planet at the same cost at which it does business locally.

Key Thoughts

‘‘Every business today competes in two worlds: a physical world
of resources that managers can see and touch and a virtual
world made from information.’’

-- Jeffrey Rayport and John Sviokla, Professors, 
Harvard Business School

‘‘With atoms, you need a market where the consumption of those
atoms is big enough to justify moving them there. But with bits
you don’t care. You can have just one person from a city buy
your bits. This is a wonderful difference between bits and atoms.’’

-- Nicholas Negroponte, MIT Media Lab

‘‘The predominance of American consumers online will make
them a juicy target for direct marketing by overseas firms.’’

-- Jeanne Dietsch, ActivMedia

‘‘The American view of the world is that English is the center of
the universe, and that it will continue to be in the future. But then
there is reality. It is true that English is becoming a standard
second language taught around the world. It’s also true that
billions of people simply aren’t very comfortable with it.
Especially is it’s technical or business issues that they want to
be clear on. If it’s not your primary language, English is very
taxing on your brain and eyes. Those people can do it, but it’s a
struggle. It’s sort of like doing math all the time. Catering to many
different language groups is an imperative.’’

-- Bill Washburn, Killen & Associates
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Principle #9
Agility rules - Web sites must continually

adjust to their target market’s requirements

Main Idea

In the physical world, competitive advantage can be sustained
over an extended period. In the Internet world, business
dynamics can change quickly, and any company’s competitive
advantage can be short-lived unless the company proactively
works at keeping its Internet service fresh and up-to-date -- with
new features, new technologies and more value-added services
being added on an ongoing basis.

Supporting Ideas

In an Internet based business, agility is required. The enhanced
communications capabilities of the Internet mean that
commercial developments occur very rapidly, and leading-edge
companies need to have the ability to react to those changes
rapidly or a competitive advantage may slip away.

The only effective way to stay at the cutting edge is to test new
ideas, and to be prepared to quickly drop what doesn’t pan out.
Good companies build a corporate culture around learning from
their failures -- that is, from trying new ideas and actively
searching out ways new technology can be applied to the
company’s advantage. When the new initiatives don’t provide
incremental business opportunities, good companies drop them
quickly and move on the other concepts.

The best way to move quickly and in the right direction is to keep
focusing on what customers are telling you they want from your
Web site. Build in loads of opportunities for people to e-mail you,
and never delegate reading these e-mails to anyone else. You
can and should use this as an opportunity to become the voice
o the customer within your company. Establish a ‘‘priority list’’ of
items that are important, and a ‘‘wish list’’ of things that would be
nice to do.

Your Web site should be revamped on an ongoing basis, to make
it as easy-to-use, responsive and accurate as possible. On the
Internet, standing still is not the equivalent of maintaining the
status quo. You’re actually falling behind if you stand still,
because everyone else is feverishly working out new and
improved ways to serve your customers. To stay competitive,
you have to be changing things too.

The Web has always been an interactive medium, in which
people can control what they experience rather than sitting back
and letting someone else dictate what they see and for how long.
Always keep this in mind. It should color and influence everything
that is designed for the Web if you plan on succeeding. 

What will agility mean in the future for a Web based business?

1. If the information-push technology gains market momentum,
all Web sites may need to send subscribers regular updates
on what’s new -- perhaps daily, maybe even more frequently.

2. Web sites may evolve to the stage at which some aspects
are static while other aspects are changing constantly.

3. As bandwidth increases, the transmission of high-quality
video and audio material will become feasible and
commonplace. That may have other, significant flow-on
effects and consequences.

4. Other disruptive technologies -- which are currently not even
visualized -- may also emerge. Web site operators need to
constantly be evaluating new technology, and anticipating
how best to take advantage of these technologies if they are
to stay up-to-date and current from an Internet perspective.

The key to agility is recognizing that everything is evolving
ultra-quickly on the Web. Therefore, ongoing and regular change
will be ever present. The Web site that doesn’t change every day
runs the risk of falling one day further behind everything its
competitors are doing to create added value for their customers.

Key Thoughts

‘‘Your customers are your best judges. Let your most loyal
customers test, troubleshoot, debug and try out new Web
services before you formally introduce them.’’

-- Evan Schwartz

‘‘The best way to move fast is to keep close tabs on what
customers want. Take E-mail feedback and suggestions from
customers seriously -- and respond to their questions and
complaints.’’

-- Evan Schwartz

‘‘The applications of science have built man a well-supplied
house, and are teaching him to live healthily therein. They have
enabled him to throw masses of people against one another with
cruel weapons. They may yet allow him truly to encompass the
great record and to wield that record for his true good.’’

-- Vannevar Bush

‘‘The sudden arrival of the World Wide Web over the past few
years can be compared to the first ten seconds of the big bang.
So much has happened in a very short time frame. We are now
entering a more gradual growth phase in which the new media
landscape is forming right before our eyes. Now, we go into the
process of planning accretion.’’

-- Jeffrey Bezos, Founder and CEO, Amazon.Com

‘‘Time has ceased, space has vanished. We now live in a global
village, a simultaneous happening. Electronic circuitry
profoundly influences men with one another: Information pours
upon us, instantaneously and continuously. As soon as
information is acquired, it is very quickly replaced by still newer
information.’’

-- Marshall McLuhan

‘‘As recently as 1996, one major research firm predicted that
sales of goods and services over the Web would amount to about
$1 billion in 1997. Around the same time, another firm,
ActivMedia Inc., predicted that overall Web-enabled sales would
reach $13 billion. According to ActivMedia, the real number
came in at $25 billion. The firm forecasts that e-commerce will,
in a few short years, account for about 5 percent of the gross
domestic product in the world’s top 25 economies. Clearly, the
Web economy is no small thing.’’

-- Evan Schwartz
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