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Introduction
Innovation is one of the most important concepts that appear in the literature
devoted to management and economics in recent years. This is connected with
changes that occur as a result of implementing innovation in a knowledge-based
economy. Innovation is such an important matter that support for it is considered
both at the level of central and regional institutions (macro- and meso-level) and
at enterprise level (microeconomic level). This publication focuses on discussing
innovation at enterprise level, and because of the great importance of information and communication technology in the modern economy, most of the chapters are devoted to marketing innovation on the Internet.
This monograph is intended for all those who are interested in the teaching
aspect of innovation management, especially for students and faculty members
involved in programmes and specializations devoted to innovation; managers
who are interested in the behaviour of Internet users and other consumers; as
well as people who want to broaden their knowledge with regard to economic
innovation.
The first chapter, devoted to entrepreneurship, contains a synthetic presentation of approaches to defining entrepreneurship in economic theory and delineates the relationships that exist between entrepreneurship and innovation, both
in the context of the risk taken by an entrepreneur and in the context of the
entrepreneurial process, which is inextricably connected with all instances of
innovation.
The second chapter discusses the significance of the triple helix model in local
innovation systems. It shows the importance of bilateral and trilateral relationships in the university-business-government system; which in the case of open
innovation are essential to reduce the risks involved in implementing innovations.
The third chapter is devoted to consumer behaviour, which is an important
factor that must be considered when initiating and developing the innovation
process. The author presents scientific findings relating to consumer behaviour,
defines the basic processes involved in this behaviour, as well as discussing trends
in consumer behaviour, illustrated with numerous examples.
The fourth chapter discusses the principles of innovative product management. The author defines the general concept and the types of products, innovation and innovation processes, as well as delineating the most important features
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of the innovation process. Particular attention is given to methods of dealing
with the most difficult stage of the innovation process, referred to as the “valley
of death”.
In the fifth chapter, which concerns innovative brands, the author focuses
on the significance of customer’s experiences in the process of building a relationship with a brand. The chapter concludes with an example of using sensory
marketing in the business model implemented at Starbucks.
The sixth chapter, devoted to marketing control, presents the metrics for
measuring the effectiveness of marketing activities. It describes the basic principles of marketing control, discusses the assessment of marketing at the strategic
level, as well as presenting a set of indicators which are useful for the evaluation
of sales and distribution management and for the assessment of marketing communications, with particular emphasis on measuring the performance of online
marketing.
The next three chapters relate directly to marketing innovation on the Internet. In chapter seven, devoted to e-commerce, after defining the basic concepts, the author discusses the business models that dominate in online activities
as well as indicating the basic forms of organization in electronic commerce.
Chapter eight deals with building a marketing strategy on social media, including multi-channel communication. The author describes the process of building
a community around a brand, indicates actions designed to generate consumer
engagement, and discusses ways of collecting data about the recipients on social
media. In chapter nine, the issue of creating value for customers in e-commerce
is discussed. The author shows how this value changes in different phases of the
life cycle of relationships with customers in online retailing, describes the activities characteristic to each stage of the cycle, and presents techniques which are
useful in building relationships with customers.
The tenth and final chapter may be useful for people who conduct classes in
English. It is devoted to the use of metaphors as a teaching tool and a means
for conceptualization. The chapter discusses the significance of metaphors in
teaching English and gives examples of some useful metaphors connected with
football which can help in conducting classes for a group of English-speaking
students, as well as presenting metaphor models in academic English.
This monograph is a result of the project “Innovation Management – an
English-language Master’s programme supported by modern information technologies,” number FSS/2014/HEI/W/0095, funded by the Foundation for the
Development of the Education System and implemented under the Measure Development of Polish Higher Education Institutions, as well as research conducted
in the Faculty of Management at the Poznań University of Economics, primarily
by the staff of the Department of Trade and Marketing.

Chapter 1
Entrepreneurship
Aleksandra Gaweł
Aleksandra Gaweł: Professor in the Department of International Competitiveness
at the Poznań University of Economics and Business

Introduction
Entrepreneurship is an ambiguous and multi-faceted concept; thus, there are
many ways in which it can be understood. Entrepreneurship can be analysed at
the macroeconomic level, where it is treated as a feature of a society or economy
as a whole; at the enterprise level, where it relates to the entrepreneurial attitudes of companies incorporated into their organizational culture; or at a personal level, where it pertains to certain personality traits of entrepreneurs or their
behaviour.

1.1. Entrepreneurship and the mainstream of economics
Although entrepreneurship is becoming an increasingly legitimate research area
(Hoskisson et al., 2011), it still remains outside the mainstream of economics,
and consequently no coherent and widely accepted theory of entrepreneurship or
even its definition has been developed to date (Zachary, Mishra, 2010).
Historically, research on entrepreneurship began with the work of Richard
Cantillon, who pointed out that the owners of resources, mainly land, transfer
their rights to entrepreneurs who work for uncertain incomes, or wage-earners
whose earnings are certain. In an economic system, the entrepreneur recognises and acts upon profit opportunities, bearing the risk arising from purchasing
goods at a certain price and selling them at a price that is uncertain. The fathers
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of economics, Adam Smith and David Ricardo, did not pay particular attention
to the analysis of entrepreneurship, concentrating on the processes of automatic self-regulation of the market. One thinker who did emphasise the economic
importance of entrepreneurs was Jean B. Say, in whose opinion entrepreneurs
played a role in the re-allocation of resources from less to more efficient areas of
use. Another contribution to the understanding of entrepreneurship was made
by Johann H. von Thünen, who linked the concept of an entrepreneur with profit
and uncertainty (Matusiak, 2006).
Although classic economics introduced the concept of the entrepreneur into
scientific studies, in the neoclassical economic theory of general equilibrium
there is no room for entrepreneurship. This is because it is market disequilibrium that encourages entrepreneurial activity (Douhan et al., 2007). According to
neoclassical economics, in a long-term general equilibrium the total number of
enterprises stabilises because the profit companies obtain in these conditions is
zero, which does not encourage new companies to enter the market. Consequently, equilibrium conditions do not create space for entrepreneurship.
Entrepreneurship is regarded as a state of disequilibrium (Shane, Venkataraman, 2000) in which there are some market gaps, unused opportunities and
unmet needs. Such a market environment gives entrepreneurs space to enter the
market and operate in it. Market disequilibrium is a state that gives entrepreneurs an opportunity to seek and introduce new solutions in the market as well
as encouraging them to take the risk which is inextricably connected with looking
for new products and gaps in the market.
In a narrow sense, entrepreneurship is understood as creating new businesses
and developing existing ones, while from a broad perspective it is associated with
certain attitudes and the organization of economic resources (Griffiths et al.,
2012). Thus the narrow interpretation refers to the entrepreneurial process, in
the course of which market opportunities are spotted and exploited through the
creation of new companies. In a broad sense, entrepreneurship is understood as
a specific attitude characterized by innovativeness, proactiveness and risk-taking,
which can manifest itself in different areas.
As a result of the ambiguity involved in the concept of entrepreneurship and
the lack of a universal definition of the term, there are several principal trends
in research on entrepreneurship. The dominant approaches are those originating
from three main theoretical traditions (Grilo, Thurik, 2008):
• Entrepreneurship as being synonymous with innovation, a trend
which originated from the works of Joseph Schumpeter (1960) and
which assumes that an entrepreneur is an entity which introduces new solutions in the economy: innovations related to products,
technologies, suppliers, target groups of recipients, or the organisation of the market.
• Entrepreneurship understood as the ability to bear risks; an entrepreneur is seen as an entity that creates a situation of uncertainty
and functions within it, (Emmett, 1999); and by starting a new busi-
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ness or undertaking a new venture, the entrepreneur creates a risk
of failure at the same time.
• Entrepreneurship interpreted as identifying and exploiting market
opportunities, a trend which derives from the Austrian school (e.g.
Kirzner, 1997; Douhan, et al., 2007) and which regards an entrepreneur as a person who is able to accurately detect gaps and opportunities existing in the market, assess their potential profitability and
take advantage of them.
Issues to consider:
• Why is research on entrepreneurship outside mainstream economics?
• Compare the narrow and broad understanding of entrepreneurship.
• What are the similarities and differences between the main trends in
research on entrepreneurship?

1.2. Entrepreneurship understood as innovativeness
One of the theoretical trends in the study of entrepreneurship treats entrepreneurship as being synonymous with the ability to bring innovations to market.
In the works of Joseph Schumpeter (1960) innovations are treated as new combinations in the economy, which take the form of new products or services; new
production methods connected with new technologies; new markets; new factors
of production and resource providers; and new forms of market organization.
In Schumpeter’s approach, innovation is a source of profit. The starting point
is a situation of long-term equilibrium in a perfectly competitive market (Mankiew, Taylor, 2009), in which the price of a product is equal to the average total cost,
which means that companies receive zero profit. Zero profit means that companies operating in the market have no economic incentive to leave the market, but
also that new companies have no incentive to enter the market. As Schumpeter
(1960) explains, the entrepreneur-innovator initially finds themselves in a situation of market equilibrium and zero profit. However, they introduce innovative
solutions to the market, as a result of which their company is able to achieve
a positive profit. The profit generated by the innovator attracts imitators; that is
companies which also implement the solutions adopted by the entrepreneur. Although imitators promote the dissemination and diffusion of innovations, in the
long run this again leads to a reduction of profit to zero through the mechanism
of successive entries and exits of firms from the market. Entrepreneurs-innovators, however, do not take into account the behaviour of competitors and imitators because they are already involved in the introduction of another innovation.
In the literature on entrepreneurship, there are two main trends in the research on innovation (Tang, Murphy, 2012):
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• Innovation understood as a single action, involving the implementation of a new product or the commercialization of an invention, new
technology, strategy or managerial practice.
• Innovation understood as a process, starting with an invention,
through the stage of its progress and development, and ending with
implementing the new product. Innovation as a process consists of
two stages: initiation (identifying a problem, gathering information, forming an attitude, collecting resources) and implementation
(modification leading to innovation, a prototype, stabilising the new
way in which the organization operates).
Consequently, innovation can be viewed in terms of a process or in terms of
an outcome. In the process-oriented approach, innovation is the process of generating new solutions, in the course of which the initial situation of a company is
transformed under the influence of new developments. In the outcome-oriented
approach, innovation is understood as a specific result in the form of new products, processes, technologies, manners of organization, etc.
The level of innovativeness differs between individual companies and entrepreneurs. This is influenced by three groups of factors:
• factors relating to the person of the entrepreneur, for example
higher education, unemployment, or the level of self-confidence
(Koellinger, 2008),
• factors relating to the company, for example the involvement of companies in developing new markets, especially by entering new export
markets (North, Smallbone, 2000); the lifespan of companies – new
market entrants show the greatest propensity for introducing new
solutions, and the oldest companies the lowest (Huergo, Jaumandreu, 2004); spending on research and development (Bhattacharya,
Bloch, 2004),
• factors relating to the environment, for example the characteristics
of the industry in terms of concentration or the intensity of exports
and imports (Bhattacharya, Bloch, 2004).
Innovation can come from different sources. Initially, technology-driven innovation was identified. The initiative for this type of innovation typically comes
from the production and technological departments of companies; with sales departments serving the secondary function of implementing the new solutions in
the market. Another type of innovation is demand-driven innovation, where the
initiative for new solutions comes from the marketing and sales departments of
a company, and the technological departments implement the innovations (Jovanovic, Rob, 1987). In the combined model, innovation is regarded as the result
of a company’s internal and external communications, being an interactive, cumulative and cooperative phenomenon. In the systemic approach, innovation is
the result of interaction between external factors, for example cultural, social and
economic ones, and institutions such as universities or public sector research
centres.
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One of the more recent concepts is the triple helix of innovation, which assumes that innovations are created within the framework of relationships and
cooperation between three groups of subjects: universities, government (local
government), and business (Etzkowitz, Dzisah, 2008; Papagiannidis et al., 2009).
Each entity belonging to the three groups plays a specific role in the creation of
new knowledge as a source of innovation, and in converting this knowledge into
innovation than can be implemented on the market. The idea of development
based on knowledge, being the basis of the triple helix model, has its roots in
the perception of universities as institutions which create human and intellectual
capital that is a source of growth (Etzkowitz, Dzisah, 2008). Universities are institutions whose mission is to generate and disseminate new knowledge which
may become a source of innovation. The new knowledge generated through the
activity of universities is transformed into market innovations, usually in cooperation with business since it is companies that commercialize new knowledge and
turn this into commercially viable innovations. The role of local government, in
turn, is to facilitate cooperation and create a favourable local base for building relationships between universities and businesses through implementing policies
to support regional development.
Cooperation between the different groups in the development and implementation of innovation is the basis for creating innovation systems, in particular
regional innovation systems, which constitute the institutional infrastructure for
supporting innovation in a given region. Such a system can be understood narrowly as a set of institutions that promote the acquisition and utilisation of new
knowledge, or it can be understood broadly as a socio-economic system in which
institutions that promote knowledge operate (Johannisson, Dahlstrand, 2009).
Issues to consider:
• The role of innovators in an economy according to Schumpeter.
• Innovation as a process and as an outcome.
• What does the level of a company’s innovativeness depend on?
• Sources of innovation.

1.3. Propensity for risk-taking as the essence of
entrepreneurship
Entrepreneurship is considered to be inextricably linked with the ability to undertake actions which carry a risk of failure. The risk of a company’s failure first
appears at the moment of its creation and then it increases to reach its maximum
level a year or two after the business started, at which point it starts to fall (Strotmann, 2007). The changing level in the risk of business failure at different stages
of a company’s existence is connected with several factors. The risk of failure
first appears when a company is created. However, it is at its highest a year or
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two afterwards, because prior to launch companies gather specific human and
financial resources, which get used up after a certain period of time. When that
happens, companies no longer have access to start-up capital, but not all of them
are able to secure such a position in the market that would permit their further
operation. If a company does not acquire enough customers to generate the revenue necessary for continuing their activity, it fails through lack of funds. On the
other hand, if during that initial period a company acquires a group of customers
and business partners, the revenue it obtains makes it possible for the firm to
continue operation even if the initial capital has been used up.
Three types of risks related to business failure can be distinguished (Targalski,
2003):
• Financial risk associated with the possibility of losing the financial
assets invested in starting and developing a company.
• Personal risk associated with the waste of the entrepreneur’s time
and effort put into starting and developing their company.
• Social risk associated with the loss of social trust, social status or
credibility as an entrepreneur.
In the literature, three groups of factors that affect the risk of business failure
are indicated: individual factors connected with the person of the entrepreneur;
factors connected with the structure of the company; and external factors (Box,
2008). As regards the factors connected with the entrepreneur themselves, it
is observed that the probability of survival increases along with the level of the
entrepreneur’s human capital, measured as the number of years of formal education or business experience (Mengistae, 2006). The factors connected with the
company itself that affect the risk of failure are its age, size, the sector in which it
operates, and its management strategy. Finally, external factors include economic, political or social risks.
There are two main approaches to explaining entrepreneurial risk-taking
(Zheng, Prislin, 2012):
• entrepreneurial risk-taking as a feature of personality: engaging in
activities in risky conditions is a relatively permanent feature of behaviour resulting from such inborn personality traits as risk propensity; entrepreneurs may significantly differ in this respect from
non-entrepreneurs,
• entrepreneurial risk-taking as a result of the assessment of a situation: the risk-taking is the result of a judgement made by an entrepreneur in a specific economic context and under the influence
of environmental factors that affect the entrepreneur’s perception;
entrepreneurs may differ from other people in tending to perceive
a given situation as less risky.
Issues to consider:
• Changes in the risk of a company’s failure in relation to its age.
• Types of risk.

Entrepreneurship

15

1.4. Identifying and exploiting market opportunities in
explaining entrepreneurship
The next trend in research on entrepreneurship derives from the Austrian school,
which places an emphasis on the ability of entrepreneurs to identify, evaluate
and exploit any opportunities existing in the market. Market opportunities are
future, potentially profitable situations that occur in the market independently of
the entrepreneur, as a result of changing external circumstances or the behaviour
of non-entrepreneurs. Entrepreneurs can spot these opportunities, assess their
profitability and take advantage of them, although they do not create them.
The Austrian school points to the existence of pure ignorance, that is a situation in which business enterprises are not only ignorant of a given market
phenomenon but they are also ignorant of their ignorance. It is because of the
entrepreneurial discoveries made by entrepreneurs that pure ignorance disappears and is replaced by knowledge. Entrepreneurial discovery is the foundation
of a market process which as a consequence leads to market equilibrium. This
discovery helps to spot the opportunities that exist in the market as a result of
mistakes made earlier by non-entrepreneurs (Kirzner, 1997).
Entrepreneurs are those entities that identify market opportunities for making a profit and undertake action to take advantage of them (Jakee, Spong, 2003).
Therefore, it can be said that an entrepreneur has three main tasks: identifying
potentially profitable future situations through entrepreneurial discovery, assessing their market attractiveness, and taking advantage of them. As a consequence,
the market approaches a state of equilibrium.
Issues to consider:
• The definition and dimensions of market opportunities.
• The significance of pure ignorance in identifying market opportunities.

1.5. Entrepreneurial orientation
The above three main trends in the research on entrepreneurship are of a general nature, and at the enterprise level they are operationalized through the concept of entrepreneurial orientation. Entrepreneurial orientation is defined as the
ability of an organization to adopt entrepreneurial processes, practices and decision-making as the basis for its operations (Merlo, Auh, 2009). An entrepreneurial attitude is the propensity for introducing new solutions, combined with
risk-taking and exploiting market opportunities. Entrepreneurial orientation indicates the extent to which the identification and exploitation of market opportunities affect a company’s growth (Baker, Sinkula, 2009).
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Entrepreneurial orientation is considered to be a strategic construct (Covin
et al., 2006), a process of strategy-making (Rauch et al., 2009) as well as one of
the approaches to strategic management (Richard et al., 2009), with the aim of
achieving company growth. Thus, this concept indicates some practical elements
related to business management that can determine the way companies operate
in the market.
There are five dimensions to entrepreneurial orientation (e.g. Bratnicki, 2008;
Covin et al., 2006; Baker, Sinkula, 2009; Frishammar, Horte, 2007): autonomy,
innovativeness, proactiveness, competitive aggressiveness, and risk-taking.
Autonomy is understood as the independent action of people aimed at realising business visions, or as the ability to be self-directed in searching for market
opportunities (Dess, Lumpkin, 2005). The autonomy of a company can be connected with the relative independence of its stakeholders linked through a network of business connections.
Innovativeness means a company’s openness to new ideas, novelty and experimentation. It also refers to a company’s engagement in creative processes aimed
at developing new products, services or technological processes (Frishammar,
Horte, 2007; Dess, Lumpkin, 2005).
Another dimension of entrepreneurial orientation is proactiveness, which is
understood as a forward-looking perspective. As a result of adopting such a perspective, a company can gain a competitive advantage through being a first-mover
or market-leader (Frishammar, Horte, 2007; Dess, Lumpkin, 2005). The strategy
of a proactive company is based on forecasting future market trends rather than
analysing current or past phenomena.
Competitive aggressiveness is the next dimension of entrepreneurial orientation. It indicates the level of effort a company invests in its operations in order to
outperform industry rivals. It is characterized by a company’s aggressive attitude
aimed at improving its market position (Dess, Lumpkin, 2005).
The final dimension of entrepreneurial orientation is risk-taking. This is connected with making decisions and taking actions without any certainty as to the
possible outcomes (Dess, Lumpkin, 2005). Entrepreneurial companies operate
in conditions of uncertainty; when taking actions or decisions, they do not know
what the chances of success are and what the outcome will be.
The individual dimensions of entrepreneurial orientation are interconnected.
The introduction of new products or services on the market is connected on
the one hand, with the necessity of predicting future market trends, and on the
other, also with the risk of failure. A company’s autonomy improves its ability to
innovate and its capability to take risks. At the same time, this attitude makes it
possible to gain a real advantage over competitors.
Not every company can implement entrepreneurial orientation to the same
extent; this depends on factors related to the environment, organization, business strategy or corporate culture (Fayolle et al., 2010). The factors relating to
the characteristics of the company itself include, for example, the organizational
structure and organizational culture which determine the efficiency of entrepreneurial orientation. Enterprises with a flat structure and low levels of bureaucracy
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and formalization, in which preference is given to a participatory management
style, are better suited for an effective implementation of entrepreneurial orientation. Organizational culture based on mutual respect and openness to employees’
ideas, where different opinions are accepted and assumptions can be questioned,
may also promote a better implementation of this strategic management concept.
Among the external factors that have an impact on entrepreneurial orientation,
the most significant seem to be the dynamics of the market in which a given
company operates and the company’s reputation in the sector. The more dynamic
a market is and the more changes taking place in the market over a short period
of time, the greater the benefits a company can obtain from having an entrepreneurial orientation. If a company has a reputation for setting development trends
in the market or is a technology leader, then the use of entrepreneurial orientation can help maintain this reputation.
Issues to consider:
• The essence and dimensions of entrepreneurial orientation.
• The factors influencing the implementation of entrepreneurial orientation in companies.

1.6. Entrepreneurial process
Starting a new company is perceived as a manifestation of entrepreneurship; indeed, it is often equated with it. It comprises all the functions, activities and
actions which are necessary to spot market opportunities and establish an organization to take advantage of them. Staring a new company is a result of making
a long series of complex decisions and must therefore be regarded as a process
rather than as making a simple choice whether or not to enter into entrepreneurship (Grilo, Thurik, 2008). Decisions relating to starting a new business first
appear at the stage of entrepreneurial intention and continue until the company
begins to operate in the market, which often takes several years. The entrepreneurial process is creative and inventive, creating a new reality as a result of an
idea that the entrepreneur transforms into reality.
The entrepreneurial process is a result of interactions between four groups of
factors (Korunka et al., 2003):
• The personality of the future entrepreneur.
• The resources of the future entrepreneur.
• The environment of the future entrepreneur.
• The organisation of the new company.
The personality of the entrepreneur, their propensity for risk-taking, their innovativeness and capacity for entrepreneurial discovery, first initiate the process
of creating a new company, and later affect its shape, strategy and method of
operation. The entrepreneur must invest certain resources in the new company,
regardless of their ownership. They can use their own resources, but can also
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obtain resources from outside, for example through external funding. Moreover,
the entrepreneur influences the organization of the company not only because
the new enterprise reflects their ideas and business concepts, but also because it
is determined by the entrepreneur’s access to human, financial and social capital.
Every new company is based in a certain environment that generates a network
of relations with customers and business partners, thereby also influencing the
company’s strategy.
Research on the entrepreneurial process has resulted in the construction of
a number of models of new venture creation. Based on a review of the literature,
five types of entrepreneurial process models can be distinguished (Moroz, Hindle, 2012):
• Stage models – divide the entrepreneurial process into a priori stages, within which major tasks or phases are completed.
• Static framework models – characterise the overall process of new
venture creation without examining the sequence of activities; they
consist of a limited set of variables connected with the entrepreneurial process.
• Process dynamics models – employ qualitative methods to examine
how and why variations in the context of new company creation, and
in the entrepreneurial process itself, influence the outcomes.
• Quantification sequence models – a historical sequence based approach to the new venture creation process, indicating the dynamics
of how present situations are shaped by antecedent conditions.
• Other models – every other model of the entrepreneurial process
which does not fit the above four categories.
• The most popular of the groups of models listed above are stage
models and static framework models (Moroz, Hindle, 2012).
One of the stage models divides the entrepreneurial process into the following
five stages (Deakins, Freel, 2003):
• Formulating the business idea.
• Recognising business opportunities.
• Business planning and preparation.
• Entry and launch.
• Early stage development.
At the beginning of the new business creation process, the future entrepreneur formulates their ideas for a new business based on both their internal convictions and observations of the environment. After formulating the idea for
a new company, the future entrepreneur analyses this idea to determine whether
it is a business opportunity which is likely to bring profits in the future. Once
they have decided that the idea for a new company is potentially profitable, the
future entrepreneur moves to the stage of planning and testing the idea, during
which they should devise such strategic solutions that would make it possible
to implement the idea in reality, which is the next stage in the process. The last
stage is the development of the company in the early stages of its existence so
that it can survive in the market and be successful.

Entrepreneurship

19

In another model, the following four stages in the entrepreneurial process are
identified (Gelderen et al., 2006):
• Development of the intention to start a business.
• Recognition of an entrepreneurial opportunity and the development
of the business concept.
• Assembly of resources and the creation of the organization.
• Entry into the market.
In this model, the primary issue is the entrepreneurial intention, which
denotes an inclination to start a new business or an attitude towards running
a business of one’s own. Formulating the intention is followed by the exploration
of market opportunities and developing a strategy for the new company. Once
a strategy has been developed, it is necessary to acquire the inputs which are
necessary to implement the business concept in reality. After acquiring the essential resources, it becomes possible to formally and physically launch the new
business.
Issues to consider:
• Why should starting a company be viewed as a process?
• The interactions between different factors during the company creation process.
• The stages of new venture creation.
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Introduction
Innovation is a concept that has dominated the discussion on the modern economy, referred to as a knowledge-based economy. The process of innovation management, called the innovation process, was based on the assumption of a gradual opening up to external sources of the information necessary for the effective
implementation of an invention on the market. Two hypotheses by Schumpeter1
resulted in the need to support the innovation process in small and medium
enterprises. Among the many actors which can support the innovation process,
the most often mentioned are academic bodies and administration at all levels,
especially local and regional authorities. The relationships created in regional
and local innovation systems are usually described using the triple helix model.
The aim of this chapter is to determine the importance of the bi- and tri-lateral
relationships in the triple helix model in local development.
1

Schumpeter foresaw the problems of capitalism associated with creative destruction, affecting
large companies which in his time were inefficient “bureaucratic monsters”, alongside the
development of small, flexible companies focused on innovation and managed according to the
spirit of entrepreneurship (1st Schumpeter’s hypothesis, also known as 1st Schumpeterian model
(Kozłowska, 2010)). As it turned out, large companies, even monopolies, acting under capitalist
conditions, created mechanisms of self-repair, e.g. in the field of innovation, big companies began
to cooperate with governments and in this way, nowadays, most of the breakthroughs are created by
them, allowing the economy to grow (2nd Schumpeter’s hypothesis, also called 2nd Schumpeterian
model (Kozłowska, 2010)).
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2.1. The concept of a local innovation system
Following the introduction in 1999 of a three-tier administrative division in the
country, local development is considered to be the process of changes occurring
in the territory of the municipalities, cities and counties. Therefore development
at the level of each self-governing voivodeship is considered in terms of regional
development (Szewczuk, 2011).
Local development is often interpreted as a specific process, which refers
to changes in the economic and social spheres important for a municipality or
county, that is, in a socio-economic and territorial system (Szewczuk, 2011).
Table 1. Selected definitions of local development.
Name, year
Edward J. Blakely
1989

The definition of local development
“the process by which local or (and) regional neighbourhood
organizations become involved in order to stimulate or at least
maintain business or employment. The main objective of this
commitment is to create local opportunities (of creation) for employment in areas beneficial to the whole community. The process
of economic local development uses local natural, human and
institutional resources”
Ryszard Brol 1998, „harmonized and systematic operation of communities, public
p. 11–14
authorities and other entities operating in a given territorial unit,
aiming to create new and improve existing utility in a given territorial unit, create favourable conditions for the economy and ensure
spatial and ecological order”
Artur Myna 1998 „it is a process deliberately initiated and espoused by local authorities, entrepreneurs, the ecological lobby, social and cultural associations and inhabitants, aimed at the creative, effective and rational
use of tangible and intangible local resources”
Jerzy Jan Parysek
„carrying out activities for the benefit of the economic and social
1995, p. 37
development of a territorial unit (city, municipality) through the
use of its resources, taking into account the needs of residents, and
with their participation in the activities”
Jerzy Jan Parysek
„a long process of socio-economic development, controlled and
2001, p. 47
modified by the municipal or county local authorities, using local
development factors for the realization of certain interests”
Grzegorz Ślusarz
„it is linked to the local scale of socio-economic activity and
2000, p. 46–52
includes the local community life environment. It is run from the
point of view of the needs of these communities, local development resources and with the involvement of local communities,
local government structures and other non-commercial organizations and institutions”
Jacek Warda
“the development of a municipality is a process of changes in
and Wojciech
a local system, which increases the sum of opportunities for the
Kłosowski 2001
individual development of individual residents”
Source: developed based on the literature.
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Understanding development as change also dominates in other definitions of local development (Table 1).
In all facets of development, the most important factor is the technical and
technological progress equated with innovation. The innovative mechanism is
the most development-oriented mechanism of the economy regardless of its type
and level. The market economy is burdened with disadvantages, however, which
could mean the need to make adjustments in the creation of development opportunities. Most of the measurements adopted in research on innovation, are based
on indicators aggregated only at the level of the region (NTS 2). GDP and the
Human Development Index (HDI) are adopted the most often as measurements of
development at the regional level (Markowska, 2010). However, collecting data
for calculating these measurements at the local level is difficult. Therefore, a useful measurement for local development can be the so-called economic aggregate
(EA), which is a useful indicator of economic development at every level of the
territorial division of a country, especially the economic performance of a region
(Korec, Polonyová, 2011). The EA is obtained by multiplying the number of employees (jobs) in a region (county) by the average monthly salary in the region
(county). Due to data availability, it is possible to calculate the EA for the region’s economy as a whole, as well as the value of the EA generated by different
sectors of the economy.
The EA refers to Clark’s marginal revenue productivity theory of earnings,
in which there is a presumption of increase in remuneration for factors of production according to their marginal productivity. This means that by analysing
changes in the level of earnings (e.g. average salary in a county) one can talk
about changes in the level of development. An alternative solution would be to
measure productivity at the local level, which technically could affect GDP or
the gross value added (GVA) obtained at the local level2. In addition to the high
costs of obtaining such data in Poland, there is also an imbalance with the main
objectives of Clark’s marginal revenue productivity theory (cf. Forsal.pl, 2014).
Professor Eckhard Hein, who is an advocate of a Keynesian New Deal for Europe,
calls for a return to those actions where the result will be comparable increases
in the productivity curve and the curve of earnings. Since the 1980s in many developed economies, due to the pressure of short-term profits, productivity curves
are rising and earnings curves are subject to stagnation or disproportionately low
increases (Forsal.pl, 2014). Without going into political disputes, it is worth assuming at this point that the level of earnings at the local level is a better measure
2

The (GVA), which is equivalent to GDP at a regional and national level, was not taken into consideration for two reasons. Firstly, this measurement slightly distorts the real achievements (level of
development in which the local community participates) of counties due to the method of counting
income from economic activities related to corporate income tax (CIT) calculations according to
the legal address of the taxpayer, regardless of where it was obtained. This would mean, in the case
of calculating local development measurements, an overestimation of the level of development in
urban areas (especially in Warsaw) compared with the actual places generating value for an enterprise that bases its business model on having many facilities or outlets. In addition, data on the
GVA at county level are not published publicly. The GVA measure may be replaced by the economic
aggregate.
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of local development than the level of productivity (cf. Kwiatkowski, Kucharski,
2011). This is because the main component of the EA is earnings.
The EA has a similar explanatory power as GDP for a region (Hampl, 2005;
Korec, 2009). In his book (2005), Hampl included a justification for the use of
the EA in a study of the economic development of a region3, but also at the local
level. The author emphasizes the social and economic homogeneity taken into account by the EA in the regions of Central Europe undergoing economic transformation. Therefore, this indicator is suitable for a comprehensive assessment of
the level of socio-economic development of regions. This means the ability to use
the EA to measure the level of economic development in social (Regional EA/1
inhabitant of the region) and geographical variants (regional EA/1km² of the
region). Importantly, the EA per capita combines economic (earnings) and social
elements by taking into account the flow of money passing through the community. The disadvantage of the index is that it takes into account the average gross
salary in the county of employees in entities of the national economy excluding
economic entities with a number of employees of 9 or less. Indirectly, the EA also
allows the measurement of the effects of the adopted strategies in regional development policies, i.e. polarization and diffusion as well as the sustainable model.
Taking into account average earnings in the EA better demonstrates the effects of
development policies than GDP or GVA.
The adoption of local development measurements is the starting point for
a discussion of innovation systems. In general, an innovation system is defined as
a set of actors who generate, diffuse and utilize economically useful knowledge in
the production process (Fischer, 2001). The concept of local innovation systems
refers to the concept of national (domestic) innovation systems (NIS) (Jasiński,
2006), which are “the totality of interrelated institutional and structural factors
in a national economy and society that generate, select and absorb innovation”
(Okoń-Horodyńska, 1998, p. 79). Various authors capture the structure of a NIS
slightly differently, for example Ch. Freeman (1992) sees the system as a network of collaborating institutions in the public and private sectors; R. Nelson
and N. Rosenberg (1988) understand it as a set of institutional actors; B.A. Lundval (1992) and collaborators believes that this system – in a broad sense – is
the elements and aspects of the economic and institutional structure, divided
into production, marketing and finance infrastructure, which facilitates learning,
seeking and exploring information as well as organizations facilitating the implementation of innovation and the transfer of its effects to the market. In brief,
one can say that a national innovation system is a set of entities supporting and
implementing innovation processes and the relationships between them.
The increased role of regions and the importance of regional policy has led to
the development of regional innovation systems (RIS), which can be defined as
a network of cooperation between public and private institutions aimed at the
3

It is worth mentioning that the authors use the term region for spatial analysis covering krajov
(NTS 3, the equivalent of our sub-regions), okresov (NTS 4, the equivalent of our counties) and
the so-called AFMR (aproximované funkčná mestské regióny), the approximated functional urban
areas (Korec, Polonyová, 2011).
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innovative development of a region (Gaczek, 2009). In other words, an RIS is
defined as a set of entities (actors) that affect the processes of innovation and the
links (relationships) between them (Matusiak, 2008).
A local innovation system (LIS) can be defined in this context as a collection
of various private and public institutions and the relationships between them,
working together for entrepreneurship, innovation and internationalization leading to local development. In the literature, the broadest references to the issue of
local innovation systems are in the descriptions of the triple helix model.

2.2. Features of the triple helix model
The basic set of relationships between RIS entities is often described using the
triple helix model. The model itself was developed in 1995 by Henry Etzkowitz
and Loet Leydesdorff (1995) based on the work of James Watson and Francis
Crick (1953) in the field of biology, who proposed a double helix model, quickly
accepted as the discovery of the specific structure of DNA and awarded the Nobel
prize in 1962. Meanwhile, the triple helix model, based on the aforementioned
concept, describes the dynamics of the relationships between universities (science), industry and public administrations in the context of the creation and
development of innovation in terms of national, regional and, increasingly, local
innovation systems that underpin a knowledge-based economy (KBE).
The triple helix model can be treated as an empirical heuristic that uses as
explicators not only economic factors (e.g., Schumpeter, 1964; Nelson, Winter,
1982), or the policy of regional and national authorities (e.g. Freeman, 1987;
Freeman, Perez, 1988), but also theoretically defined internal dynamics of change
caused by inventions and innovations based on science (Noble, 1977; Whitley,
1984).
The dependencies within this triangle are not defined in advance and are subject to dynamic change, and in this respect there is no analogy with the biological
metaphor to which the concept refers. The most important features of the model
include the following:
• The emergence of links between the three types of entities (science
– business – administration) responsible for the development of
a knowledge-based economy and thus for constantly increasing the
level of innovation in a given space; the most important player in
this triad are enterprises, with science and administration taking
a supporting role in the innovation processes developed in enterprises;
• playing a role originally assigned to another type of entity, universities begin to be entrepreneurial and become a space for the emergence of enterprises; moreover, they become key stimulators of the
local community, often influencing the decisions of local and regional administrations; companies, meanwhile, sharing knowledge,
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training employees or participating in research projects, develop academic functions; authorities, acting according to principles of new
public management, also become similar to companies, and by educating their employees, to universities;
• the formation of intermediate organizations located in the functional space between the types of actors: spin-offs, spin-outs, incubators
and technology parks, research commercialization and patent rights
protection offices, scientific networks, as well as local production
agreements.
The triple helix model became the basis for considering the directions of development for a knowledge-based economy. Attempts to describe the impact of
national and regional innovation systems are made by various contributing authors along with the creator of the model’s concept, Loet Leydesdorff. Research
on the relationships in national innovation systems using the triple helix model
for Germany (Leydesdorff, Fritsch, 2006), Japan (Leydesdorff, Sun, 2009), Hungary (Lengyel, Leydesdorff, 2011), Norway (Leydesdorff, Strand, 2013), and Russia (Leydesdorff, et al., 2015) is based on the assumption that a knowledge-based
economy should lead to the creation of patents (see Fig.1).

Figure 1. Patents resulting from a knowledge-based economy created on the basis of the
triple helix model.
Source: Leydesdorff, 2012.
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The presented studies of national innovation systems provide two fundamental conclusions: (i) medium-tech industries are more important in creating synergy in the system than high-tech industries, and (ii) the service sector is not
dependent on geographical location, because knowledge-based services can be
provided on a global scale and are not geographically limited (Leydesdorff, 2012).

2.3. A Global, national, regional and local scale of the triple
helix model
Any discussion using this model can concern a global, national, regional or local
scale. However, in line with the new institutional economics, the mechanisms for
KBE implementation must take into account national and even local circumstances. Economic policy lies in the geographical domain of the nation-state (Nelson,
1993). The supply of knowledge, in spite of the development of modern communications technologies enabling cheap and quick access to the latest discoveries,
still faces historical restrictions (Schumpeter, 1964). In particular, the dissemination of knowledge is global but the wealth resulting from knowledge is local, and
its use can vary greatly depending on the geographical location (Krugman, 1996).
In the THM, patents are the result of coordinated mechanisms in three areas: 1) wealth creation by industry (or, more broadly, enterprises) under market
mechanisms; 2) administrative control (operating in highly regulated legal mechanisms of public spending); and 3) the supply of knowledge-based innovation in
academia (Leydesdorff, 2012).
One can also analyse the impact of the THM on the exchange processes in
an economy, the activity of public institutions at different levels of the administrative divisions in a country, and the pro-innovation activities of research facilities. Researchers involved in the THM assume that if (bi - and tri-lateral)
synergies occur between these processes, a second-degree interaction will occur in a knowledge-based economy (Leydesdorff, 2012). As already mentioned,
the main dependent variable in econometric studies on the triple helix model is
the number of patents registered at the national, regional and sub-regional level
(NTS 1, 2 and 3). There are also studies that seek to take into account variables
describing sustainable development relating to the effect of the THM on environmental issues (Carayannis, et al., 2012). However, no econometric studies have
been taken up on the impact of the relationships in the THM at the local level.
This may be associated with limited access to information on patents introduced
at the local level. The adoption of another dependent variable requires changing
the entire model.
Research conducted in the countries of Central and Eastern Europe (Lengyel,
et al., 2015) not only indicate a significantly lower number of patents in these
countries compared to countries of the “Old Union”, but also a much greater concentration of innovation and patent activity than, for example, in West Germany
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(Lengyel, et al., 2015). In seeking measurements of local development for the
countries of Central and Eastern Europe, it is better to use a measure that would
more clearly differentiate levels of economic potential.
Observations of patent activity in Poland raise doubts regarding the reception
of patents as a measure of the development of a knowledge-based economy at
a local level, and at the level of countries lagging behind economically. This measure effectively maps the level of development of countries with a high economic
potential based on high-tech industries (narrow approach to KBE). In contrast,
for countries lagging far behind in infrastructure and social terms, and not basing
their development on high-tech industries (innovation in every industry, including low-tech, is the foundation of a knowledge-based economy in broad terms),
patents will be a measure that does not fully reflect the nature of innovation in
emerging markets (cf. von Tunzelmann, Nassehi, 2004). In Poland, not only is
the cost of obtaining a patent and the related tax burden discouraging (see Geodecki et al., 2012), but there is also a low chance of their use in enterprises which
associate their development with Poland. The example of a blue laser and a number of other patents and ideas taken over by transnational corporations shows
the ineffectiveness of such a method for measuring local development in Poland.
This study adopts economic aggregate as a measure of economic development, whose main component is earnings. High earnings are determined by
many factors, but various schools of economics provide different methods to increase them. Monetarists deriving their theses from classical economics argue
that earnings (and employment) are a consequence of the stable financial situation of businesses in an area. The key development measure is GDP, which is also
a measure of the productivity of an economy. In demand economics, state intervention is permitted through public spending, and raising earnings in this way
stimulates market mechanisms. In evolution theory, earnings growth goes hand
in hand with raising the level of innovation in a company, both small (1st Schumpeter hypothesis), and large (2nd Schumpeter hypothesis); which, by introducing
profitable innovation, especially breakthrough, launches a processes of diffusion
that may increase the dynamics of a whole sector, industry or even entire economy. Conversely, companies not introducing innovations may be subject to a process of creative destruction, which usually results in a reduction in earnings. Development economics warns against the trap of average income, which can befall
countries which pursue their development on the basis of facilities for foreign
investors at the expense of local actors. Such a policy leads to a technology trap
resulting from an imitative model of innovation in the economy (Hausner, 2013).
At a low level of tech advancement the share of earnings in value added is below
50%, with average progress this share increases to approx. 60%, and with high
advancement this share is considerably greater (Tygodnik Powszechny, 2013).
When it comes to relationships which can be measured by assessing the level
of local development, they may be studied bi-laterally (policies for cooperation
between science and industry; administration and industry; and administration
and science) and tri-laterally (polices for cooperation between all three types of
entities). The positive impact of cooperation between science and industry, as the
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primary relationship of both innovation systems and the THM, was indicated in
many studies. However, it is worth assuming that in this relationship companies
are more important, because they bear the risk of innovation and their effectiveness and efficiency will result in earnings increases available to local communities. The most important tasks of universities, in addition to the academic education of students, include the following: the pro-innovation education of students
and employees of companies; the commercialization of knowledge; research for
the benefit of local enterprises; and other measures to reduce the risks of introducing innovations.
It is worth mentioning that, in accordance with the provisions of the THM,
intermediate units are formed between the basic entities, such as technology
transfer centres, business incubators, science and technology as well as industrial
parks, and other entities combining the functions of science and industry with
the support of public money. The tasks of these entities are mainly the following: the testing of ideas, usually academic; the evaluation of research and development; supporting the creation of new companies (i.e. start-ups); technology
transfer projects; and associating business partners, etc.
A much less described relationship in the THM is support for the innovative
activities of businesses by government and local government entities. This is
due to legal restrictions in the disposal of public funds, the concerns of officials
regarding suspicions of corruption, and lack of belief by entrepreneurs in the
effectiveness of such aid.
The most important tasks for government departments and local authorities
supporting entrepreneurs and developing the local economy, can be reduced to
three groups: tasks promoting entrepreneurship (creating a climate for investment mainly through the development and maintenance of technical and social
infrastructure and related public services, and support for the labour market
addressed to employees and their dependents, and those excluded, etc.), tasks
promoting innovation (creating innovation policy at central, regional and local
level, supporting innovative activities through projects supporting innovation,
business innovation centres), and tasks promoting internationalization of enterprises (the creation of a positive image of a destination, but also participation in
export missions and programmes, etc.). This paper analyses public expenditure
in the framework of cohesion policy. A particularly important role in local development and the stimulation of local entrepreneurship is attributed to technical
infrastructure, which is treated as a basic set of development factors based on
innovation (Ratajczak, 2000).

Summary
The triple helix model is a good descriptor of local innovation systems that assumes the growing importance of open innovation, allowing attention to be focused on the most important relationships in the innovative environment. The
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process of innovation increasingly goes beyond the boundaries of companies
wishing to introduce innovation, which means that among the many relationships that support innovative processes, the most important are those that occur
in the triad: business – science – administration. The proper functioning of the
triad may be based on weak (bi-lateral) or strong (tri-lateral) connections. In the
business–science relationship, the most important actions are those that result
in real innovation, especially technical. In the business–administration relationship it is most important, though not sufficient in itself, to create the technical
infrastructure that provides the necessary business climate for raising the level
of innovation.
In the administration–science relationship, the most important relationships
are those in the field of education, increasingly being included in labour market
support policies. In the THM, the development of education creates a synergistic
relationship with the science sector. In addition, as part of the tri-lateral relationship, public administrations, particularly local authorities, can support the
development of research infrastructures, localized at universities or research and
development facilities, and largely serving to support innovation in enterprises.
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Introduction
Consumer behaviour is one of the few research areas that generate interest not
only among scientists (regardless of the scientific discipline they represent) but
also among people who are unconnected with science. The life of every human
being is connected with making constant choices, including those related to the
acquisition of various goods and services. When a person makes the decision to
buy certain products or services the person becomes a consumer, and at the same
time an element of the market system. This element can without any exaggeration be referred to as “the king of the economic system” because it is in fact the
decisions of consumers that to a large extent determine the results and success
of enterprises (Rudnicki, 2012). Moreover, these decisions also have an impact
on the consumers themselves, their families, the natural environment and many
other areas. As a result, they remain an interesting subject for research and analysis.
Nowadays, consumers and their behaviour constitute a focal point of literature in the field of marketing. It must be noted, however, that studies in this area
were conducted much earlier, even before marketing became an academic subject. The matter of consumer behaviour was undertaken within the fields of economics, sociology, psychology, neuroscience and anthropology (Blythe, 2008).
When exploring the behaviour of consumers, it is important to acknowledge the
influence of these fields of science, and this interdisciplinarity additionally contributes to the attractiveness of this research area (Table 1).
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Table 1. The impact of scientific disciplines on consumer behaviour.
Discipline
Economics

Psychology

Sociology

Anthropology
Neurology

Impact
The economics of choice
Microeconomics
The utility curve
Supply and demand
Elasticity of demand
Income
Studies on the motives of actions
Studies on goals
Studies on perception
Studies on personality
Studies on “learning”
Studies on attitudes
Studies on social groups
Studies on the family
Studies on culture and social status
Studies on building a self-image
Attempting to answer the question of what makes us humans
Studies on mental processes

Source: Own compilation based on (Blythe, 2007).

3.1. Definitions of consumer behaviour and its fundamental
features
Consumer behaviour is a form of human behaviour which in the literature is defined in a variety of ways. According to one definition, consumer behaviour can
be defined as all the actions involved in obtaining, consuming and disposing of
products and services along with the decisions that precede and determine these
actions (Blackwell et al., 2001).
M. Solomon defines consumer behaviour as the study of the processes involved when individuals or groups select, purchase, use and dispose of products,
services, ideas or experiences to satisfy their needs and desires (Solomon, 2006).
Finally, according to the American Marketing Association, consumer behaviour is defined as the dynamic interaction of affect and cognition, behaviour and
the environment by which human beings conduct the exchange aspects of their
lives (AMA, 2016).
Regardless of the adopted definition, it is evident that consumer behaviour
consists of three basic activities, namely acquisition, consumption, and disposal.
Acquisition is preceded by making a selection according to a specific set of
criteria (especially economic ones), and this process is the point at which the
consumer becomes part of the market (Rudnicki, 2012). J. Blythe observes that
there are situations where acquisition is not necessarily connected with making
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an actual purchase (for example theft or receiving a gift), which from the perspective of research into consumer behaviour are ignored (Blythe, 2013). Examples of
issues that may be central with regard to acquisition include the following:
• How did the buyer pay for the product?
• How did the buyer get the product home?
• How did the brand influence the buying decision? Etc.
Consumption refers to the ways in which people utilize the products/services
which they have purchased and is a way to fulfil their needs. As pointed out by L.
Rudnicki, utilization is the substance of consumption and in a sense this means
destruction (Rudnicki, 2012). Research problems related to this stage may involve the following:
• Where is the purchased product consumed?
• In what way will the purchased product and its consumption influence the behaviour of the consumer?
• In what was is the purchased product used? Etc.
It is worth noting at this point an interesting phenomenon of “reinvention”
(Blythe, 2013), which involves the consumption of purchased products in a manner that was not intended by the seller, for example using a bowl as a plant pot.
The last stage in the behaviour of consumers is the disposal of products which
are no longer usable due to their destruction during the consumption stage, or
because the need which was the reason for their purchase has disappeared. This
stage is of particular importance in the context of the growing interest in environmental protection in recent years (for example, the impact of consumption on
the state of forests in Russia (Newella, Simeoneb, 2014)). Questions raised with
regard to this stage may relate to the following issues:
• How will the consumption of a given product affect the environment?
• What will the consumer do with the product when it is no longer
usable?
• Is the customer aware of how their consumption affects the environment?

3.2. The essence and importance of consumer behaviour
The essence and importance of research on consumer behaviour can be illustrated with a selection of statements made by the people responsible for the success
of such companies as Walmart, Apple and Amazon (Figure 1). In each of the cited
statements it is the consumer that is presented as the primary factor determining
the success and philosophy of a company.
Evidently, the consumer and their behaviour are often the focus of interest for companies. This fact should not be surprising in view of the following
phenomena:
• ever-increasing pace of introducing new products,
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Figure 1. The importance of consumer behaviour in the opinions of selected executives.
Source: Own compilation based on (Brainyquote.com).

• shortening of products’ life-cycles,
• greater interest in consumer protection,
• concern for the environment,
• development of new technologies and means of communication.
Although it is not easy to understand the behaviour of consumers (Fig. 2), today’s companies simply cannot afford to ignore the signals coming directly from
the market, the principal sources of which are consumers. Especially in the age

Figure 2. Consumer behaviour dynamics.
Source: (Blythe, 2013).
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of the Internet and social media, the ability to correctly read and interpret these
signals may be the key to success.
In order to adopt an effective marketing strategy, it is essential that companies
constantly monitor the behaviour of consumers and update their strategies accordingly. Only an appropriate selection of the tools of the marketing mix (price,
product, promotion and place) will help companies improve the satisfaction of
consumers (Wright, 2006).

Case study 1: Amazon.com – the king of online sales
Amazon.com is an online retailer which started its operations at the end of 1994,
being a pioneer in the area of electronic commerce. In over 20 years of its activity
the company earned the reputation of being a leader in e-commerce as well as
a company that always puts its customers and their needs first. Looking at selected statistical data relating to the activities of the company for the year 2015, it
can undoubtedly be called a digital colossus (Table 2).
The best person to provide answers to questions about the success of Amazon.com is certainly the person behind the empire, its visionary CEO Jeff Bezos.
Bezos was one of the first to realize that the Internet makes it possible to create
a store that simply could not exist in any other environment. Taking advantage of
the lack of any competition at the time, he immediately proceeded to implement
his vision and business model, which was founded on three principle concepts:
• online sales mean unlimited product assortment
• growth from 1 to 16 main categories in 15 years,
• recruiting specialists in building distribution networks from Walmart,
• implementing a long tail strategy, which means that niche products,
the inclusion of which in the assortment is virtually without cost,
attract buyers and thus generate profit for the company over the
course of a year,
• increase in storage space from a 40-square-metre garage to nearly
3.5 million square meters in Poland alone (2 distribution centres
near Wrocław and 1 near Poznań);
• online sales support relations with customers
Table 2. Amazon.com in numbers.
Amazon Company Overview
Net sales of Amazon in 2015
Number of Amazon employees
Number of active Amazon customer accounts worldwide
Amazon’s brand value
Year-on-year revenue growth of Amazon
Source: Statista.

Values
$107.01bn
230,800
304m
$45.73bn
(14th place worldwide)
20%
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Table 3. New functionalities on Amazon.com.
Area
Product selection
Ordering
Delivery

Function
Customer reviews
Recommendations and bundles
Look inside the book
Search inside the book
One-click ordering
Where is my stuff
Free super saver delivery

Date of implementation
1995
1997
2001
2003
1997
2001
2002

Source: Fabernovel.

• first and foremost investing in customers – solving any problems
they have,
• 2/3 of transactions are made by loyal regular customers,
• numerous and constant improvements in the way the store operates
(Table 3);
• online sales offer the possibility of high margins and low prices
• fully exploiting a “pure player” strategy – selling exclusively on the
Internet,
• excellent logistics – for Amazon a product spends on average 33
days on the shelf (in the rival store Best Buy it is 70 days); this is
not visible on the website but it contributes to increasing customer
satisfaction as well as reducing costs,
• excluding sales taxes and delivery costs, the same product would be
sold for the following price: 100$ (Amazon), 106$ (eBay), and 119$
(Walmart).
Amazon.com is undoubtedly a company that is worth imitating, and that many
do try to imitate. There can be no doubt that the position of the company would
not be so high if it was not for Jeff Bezos and his ideas, which include always
emphasizing the focus on customers and their voice. In this context it is worth
noting the vision which guides Amazon.com with regard to its future actions and
which comes down to three simple terms: everything, everywhere, at any time.

Case study 2: Nokia – the fall of the mobile phone king
Nokia is a Finnish company involved in the creation of maps and navigation applications as well as other telecommunication technologies, which until recently was associated mostly with being a leading manufacturer of mobile phones.
However, some ill-conceived actions led to a decline and the subsequent sale of
the unit responsible for mobile phone production. Today, Nokia is given as an
example of one of the biggest falls among global brands.
The history of the company dates back to 1865, when it was first established
in Tampere in Finland as a ground wood pulp mill, later moving into the production of cables and rubber products. The name Nokia started to be used after
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production was transferred to the town of Nokia. After the move, the company expanded into the electronic industry, producing such consumer electronics
as televisions, VCRs, satellite television sets as well as electronic components.
With the development of the IT industry along with growing computerization,
Nokia started producing computer monitors, and then also some dedicated devices based on digital systems, telephones and interfaces for mobile telephony
in order to finally, in 1992, focus its entire production on the mobile telephony
market (Spidersweb).
Looking back at the history of the company, it should be noted that Nokia
was a company that not only noticed trends but also created them. In 1998 Nokia
was the world leader in the mobile market, and in subsequent years it introduced
a range of absolutely innovative products:
• the first phone with Internet access – Nokia 7110 (1999),
• the first phone with a built-in camera – Nokia 7650 (2001),
• the first phone with an in-built camcorder – Nokia 3650 (2002),
• the first 3G phone – Nokia 6630 (2002).
In 2005 Nokia was ranked the fifth largest brand in the world, having sold 2
billion mobile phones, but is slowly losing its market share to competitors. In
2007, two developments took place: the launch of the iPhone – Nokia’s future
“assassin”, and Nokia’s admission that as many as 46 million phones had defective batteries which had to be replaced. From that moment on, Nokia’s share
in the market steadily fell, whereas the share of other manufacturers, including
Apple, started to increase. In 2009, the company first recorded a loss, and at that
point it was already too late to try and catch up with the competitors. On the 3rd
of September 2013 Microsoft bought Nokia for 7.2 billion dollars (to compare,
in 2011 the company from Redmond bought Skype for 8.5 billion dollars, which
clearly shows how Nokia transformed from a giant of the mobile market into
a giant with feet of clay) (Spidersweb).
Nokia’s collapse seemed particularly surprising considering how well the
company was able to adapt its operations to market conditions in the past. As
early as in the late 1990s Nokia had a prototype of the first smartphone with
a touch screen and Internet access. The company regularly allocated large sums
of money to research and development, and neither could the marketing department be faulted. Nokia was acclaimed for its marketing, and was seen as the
company that had best figured out how to turn mobile phones into fashion accessories (Surowiecki, 2013).
When trying to identify the reasons for the company’s failure, one of the most
important seems to be the fact that the company disregarded the importance of
software in the consumers’ experience of using a phone, as well as the importance of technological change and the advent of the age of smartphones. Nokia,
being in a way as a prisoner of its past successes, decided in 2007 that it did not
make economic sense to invest large resources in new technologies, which at that
time accounted for a small fraction of the company’s revenue. Another mistake
was an excessively strong belief in the strength of its brand: Nokia believed that
because of its position in the market it would be able to convince consumers
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that its smartphones, despite being put on the market long after the release of
the iPhone, would be better than its competitors. The opposite turned out to
be the case, and successive failed launches of devices, combined with software
problems, meant that the top world brand from 2008 became just a memory. The
modern world, fast-changing and dominated by modern technology, has taught
consumers to expect constant innovation. Companies that fail to see this are
quickly punished by consumers; in the case of Nokia, the punishment turned out
to be particularly severe (Surowiecki, 2013).

3.3. Trends in consumer behaviour
The great importance of consumer behaviour in the context of the activities of
companies means that this is the subject of annual analyses which aim to identify
the latest trends in this regard. The vast majority of trends are connected with the
online environment and mobile technologies, which have an increasingly strong
presence in the life of every individual. For example, according to data from the
beginning of 2016 (Kemp 2016), almost 1/3 of the world population use social
media (31%), which represents a 10% increase over the past 12 months. The report states that currently there are 3.42 billion Internet users, 2.31 billion social
media users, and 1.97 billion mobile social media users in the world. Based on
this data it seems reasonable to assume that in the near future social media may
become for people what the radio and television used to be, namely the main
source of information and means of contact with the more distant environment.
Among the examples of future trends relating to consumer behaviour, the
following merit a mention (Walsh, 2016):
• Automated creation – an extension of the idea of crowdsourcing,
applying to highly active communities which work together on the
development of new products within a specific site/application
–– Example: FiftyThree’s Mix
• Curated dining – consumers naturally look for different short-cuts
and convenient solutions in their daily lives; this also applies to preparing food. Although instant dishes are not gaining in popularity,
sites which offer the delivery of all the ingredients necessary for
a dish together with a detailed recipe are becoming increasingly popular
–– Example: Chef ’s Plate
• Resource sharing and community building – consumers care about
global communities and they want to know that the companies from
which they buy products/services also show a similar concern; projects are undertaken which enable companies to provide concrete
help to poorer communities
–– Example: Social Feed
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• Streamlined feedback – in response to constant changes in consumers’ needs, and especially to the emergence of new needs, companies are forced to use technologies which facilitate obtaining instant
feedback from consumers
–– Example: Shaftsbury
• Recognition purchasing – the line between online and offline retail
is becoming increasingly blurred: on the one hand, there are bricksand-mortar stores that display their products in the form of pictures
with QR codes; on the other, there are online stores in which a customer can buy a product after taking a picture of it in a traditional
store
–– Example: Well.ca and Slyce
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Introduction
The concept of innovation has long been dominated by a technical approach to
the innovation process, despite the economic arguments exposed by one of the
precursors of the theory of innovation and, at the same time, the school of evolutionary economics – Joseph Alois Schumpeter. Frequently, in the context of
innovation, it is pointed out that organizational and marketing aspects play a part
in the successful introduction of new products onto the market. The aim of the
study is to determine the basic assumptions of the process of introducing a new
product onto the market with particular emphasis on the actions taken in the
invention phase.

4.1. The concept of products
The definition of products does not raise major controversies because it stems
from the macroeconomic interpretation of gross domestic product (GDP), which
is the total sum of the value of goods and services produced in a given time,
usually the period of a year, in a particular place (Nordhaus, Samuelson, 2004;
Begg et al., 2007). In this definition the category of products includes goods and
services; the latter being treated as commercial products for which charges are
made that are included in GDP. In terms of marketing, products also comprise
ideas (Smolen, 2012), which are interpreted as non-profit products, although
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what is more often spoken about are the results of the activities of non-profit institutions (Limański, 2007). In addition, products can also be people, places, and
organizations; including the features that potential and real customers perceive
as essential in meeting their needs (cf. Smoleń, 2012).
In marketing terms, two methods of defining the tangible and intangible attributes which make up products are exposed. Firstly, from the point of view of
the manufacturer or supplier, a product can be treated as a tender. Secondly, from
the customer’s point of view, a product is a set of advantages that enable it to
meet individual needs. The first approach is displayed in the classic concept of 4P
(McCarthy, 1960), which is a description of an offer defined from the manufacturer’s perspective. The second refers to the concept of 4C (Lauterborn, 1990),
in which an offer is presented from the customer’s point of view. The Dual Shot
method of defining a product is of great significance for the innovation process,
which in addition to the knowledge of the product creator, it is necessary to recognize accurately the market in which the product is to be placed and developed.
Attention should also be paid to the relationship between the concepts of
products and services. In terms of the market, according to the presented definition of GDP, services are a particular type of product. Using mathematical language, a set of services is a subset of products. In the case of goods of a material
nature and services that are intangible products, often referred to as actions,
different business models are defined which indicate the methods of generating
profit. In this context, this useful classification helps divide products into 5 levels
according to the criterion of immateriality: pure material goods, material goods
with associated services, hybrid, services with accompanying material goods, and
pure services (Kotler, Keller, 2012). In modern economies, especially in aspiring knowledge-based economies, we observe a transfer of value creation through
the production of material goods to services which are regarded as high-margin
products. Professor Rogoziński proposes an interesting approach to service products, emphasising the advantages for the customer, and defining it as a service
which “creates the possibility of selecting one combination of the component of
this product so that one specific bundle of benefits may arise for the recipient”
(Rogoziński, 2000, p. 53). All product classifications help to better define the
business model, which can be used to formulate an offer tailored to market possibilities. In the case of a new product such treatment requires reasonable planning
of the innovation process.

4.2. Basic types of innovation and innovation processes
The issue of innovation is not easy to interpret. Joan Robinson, recognizing this
issue as a real problem, said “it is easier to show what an innovation is than to
define it” (Robinson, 1983, p. 7-8). The perception of innovation is varied and
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vague, due to the short tradition of research on innovation and the diversity of
theoretical approaches. As such the concept of innovation is not clearly defined4.
Among many authors dealing with issues of innovation a very interesting approach is represented by J. A. Schumpeter and P. Drucker. The concept of “innovation” was introduced for analysis at the beginning of the last century by J. A.
Schumpeter, who defined innovation as follows:
• the introduction of a new product (or a new species of product),
• the introduction of a new method of production,
• the opening of a new market, i.e. a market in which a branch of industry in a given country has not been represented yet, regardless of
whether the market previously existed or not,
• gaining new sources of raw materials and semi-finished products,
regardless of whether this market existed before or not,
• changes in the organization of some industries, e.g. the creation of
a monopolistic situation or breaking it (Schumpeter, 1960).
Schumpeter’s classification is important for several reasons. First of all, it
stresses the economic and technical nature of innovation (in terms of subject)
and thus it is possible to define four types of innovation (this division functions
until today); i.e. product innovation, process innovation, organizational innovation, and market innovation. Furthermore, in terms of time, Schumpeter treats
innovation very narrowly, because he recognizes only the first implementation
of an invention (in production, organization or on the market) as innovation,
which means that only a few changes and innovations can be called “innovation”
in this sense. Schumpeter understands innovation as the creation of fundamental
or radical changes involving the transformation of a new ideas or a technological
invention into a market product or process.
An important definition of innovation in the field of economics was formulated by P. Drucker, for whom “innovation is the specific tool of entrepreneurship,
the means by which they exploit change as an opportunity for different businesses or a different services. It is capable of being presented as a discipline, capable
of being learned, capable of being practiced. Entrepreneurs need to search purposefully for the sources of innovation, the changes and their symptoms that
indicate opportunities for successful innovation. And they need to know and to
apply the principles of successful innovation” (Drucker, 1992, p. 29). For Drucker, innovation is more an economic or social notion than a technical one5.
Drucker’s and Schumpeter’s approaches can be regarded as two poles in the
concept of innovation. While Schumpeter specifically defines situations in which
absolute innovations can occur (i.e. inventions which are introduced for the first
time in any market worldwide), Drucker defines innovation as a deliberate search
4

5

In their analysis of innovation Edison, Ali and Torkar provide more than 40 definitions for
innovation (Edison et al., 2013).
Moreover, P. Drucker lists systematic and spontaneous innovations, defining the former as the goal
of an effective entrepreneur as well as defining it as identifying the sources of innovation opportunities (Drucker, 1992). It separates the sources of innovation depending on whether they are
within or without the company’s environment
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for an opportunity to introduce new products. The main type of Drucker’s innovation is secondary innovation (i.e. the reproduction or adaptation to new conditions of already existing solutions). An analysis of these definitions reveals that
all of them can be located between the narrowly conceived first change on a global scale (Schumpeterian approach), and the introduction of new products at the
local level, at the level of the entity, usually the company, positively affecting the
entity or its surroundings (Drucker’s approach).
Following an innovation, understood as the development and implementation of a first invention or a new solution for the market, the diffusion of this
innovation is necessary, indicating there are methods in which innovation is disseminated through market and non-market channels, from the place of origin
(the first worldwide implementation) to different countries, regions and sectors
(markets) and businesses. The second element is especially important and often
under-emphasized.
Schumpeter’s and Drucker’s approaches were included in the Oslo Manual,
which contains a set of concepts applicable in the innovation policy of the European Union. It is the result of research on measures of innovation, carried out
since the 1960s of the 20th century in the OECD (Organisation for Economic
Co-operation and Development).
According to the OSLO manual an innovation is “the implementation of a new
or significantly improved product (goods or services), or process, a new marketing method, or a new organisational method in business practices, workplace
organisation or external relations” (OECD, Eurostat, 2008, p. 48).
The above definition refers to the dimension of the company. It contains information about the nature of novelties introduced in the microscale, and is therefore related to Drucker’s meaning of innovation.
The Oslo Manual requires an interpretation of innovation as a significant
change, which aims to distinguish significant changes from those of a routine
and insignificant character. “The requirement for an innovation is a situation in
which a product, process, marketing method or organizational method is new (or
significantly improved) for the company. This includes products, processes and
methods that a company has developed first, and those that have been assimilated from other companies or entities “(OECD, Eurostat, 2008, p. 48-49). However, one should realize that innovation can also be based on a series of smaller,
incremental changes.
In the case of product innovation, implementation consists in introducing to
the market new processes, marketing methods or organizational methods, and is
when they start to be actually used in businesses. This information confirms the
importance of an idea and invention actually being used in the economy. Even
the greatest scientific discovery should not be considered as an innovation if it
is not possible to introduce it onto the market and thus gain economic benefits.
At the same time, a constant trend observed in economic practice is to break
the inventor’s (or innovator’s) monopoly on innovation. Innovations are always
accompanied by an immediate reaction from competitors, tracing the progress of
innovation in their sector.
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It is important to distinguish innovation according to its aspect, a division
which refers to the Schumpeterian approach (OECD, Eurostat, 2008, p. 49-55):
• a product innovation is “the introduction of goods or services that
are new or significantly improved with respect to their characteristics or intended uses. This includes significant improvements in
technical specifications, components and materials, incorporated
software, user friendliness or other functional characteristics.”
• a process innovation is “the implementation of a new or significantly improved production or delivery method. This includes significant changes in techniques, equipment and/or software.”
• a marketing innovation is “the implementation of a new marketing
method involving significant changes in product design or packaging, product placement, product promotion or pricing.”
• an organisational innovation is “the implementation of a new organisational method in the firm’s business practices, workplace organisation or external relations.”
The basic difference between the categories of product and process innovations is seen in the fact that the former are far more sensitive to market factors
than the latter. A firm’s preferrence for product innovation is dictated primarily
by its importance in controlling and maintaining its market position. In a highly
competitive environment, there is a constant need to maintain the company’s
position and longevity, which is impossible without an extensive introduction of
new products.
On the basis of the definition proposed by Schumpeter, the classic “Schumpeter’s triad” was created (Fig. 1) which can be considered as the first description
of the innovation process, as well as being a basis for new innovation processes6:
invention, innovation and imitation.
Any dissemination of innovation is, in his view, a distinct set of changes that
are called imitation. This means that at all times innovation is a unique change
(one-time, non-continuous), and the processes of imitative or inventive changes
are continuous and repetitive.

Figure 1. Schumpeter’s Triad.

Source: own study based on: (Fiedor, 1979).

6

The study has omitted a description of subsequent innovation processes, widely discussed in the
literature (see: Stawasz, Niedbalska, 2008); such as linear models (science-push/technology-push
and demand pull/need-pull), or interactive models (coupling model (Rothwell, Zegveld, 1985),
and chain-link models (Kline, Rosenberg, 1986)). The latest innovative models assume building
close relationships with the business environment, as in the case of the network model described
in the chapter Signifance of the triple helix model in local innovation systems, or the model of open
innovation (Rothwell, 1994; Chesbrough, 2003).
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4.3. The valley of death in the innovation process
For Schumpeter, innovation is the first introduction of an invention onto the
market, ending the phase of invention. The phase of imitation consists in the
spread of news among many customers in numerous geographical and sector
markets. For an innovator, the most important goal is to shorten the phase of
creativity and prolong the phase of innovation diffusion, while protecting the
solutions introduced7. Shortening the phase of inventiveness results from the
need to reduce the so-called “Valley of death” in the innovation process (Fig. 2).
The “Valley of death” is the most important moment in the invention phase
because leaving it determines the success of the innovation process. In the aforementioned process there are three levels of success: technical, marketing, and financial. Technical success occurs when, after the development phase and testing,
the product launch takes place. Marketing success occurs when a new product
gains a growing group of customers and current revenues begin to exceed current
costs (success of a new product). Financial success occurs when the cumulative
costs of the innovation processes are covered (the break even point is reached)
and the innovator has a global surplus of revenues over global costs.

Figure 2. Valley of death.

Source: Osawa, Miyazaki, 2006.
7

When introducing a new product the highest costs are related to the phase of creativity in the
absence of revenue from sales. In the innovation phase, that is the introduction phase of the
product life cycle, the launch costs typically exceed revenues. The biggest gains, that is the excess
of revenues over costs, are made in the phase of imitation, also known as the diffusion phase of
innovation.
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Table 1. Activities shortening the invention phase.

Transfer of testing to
customers

Acquisition
of tangible
technology

Acquisition
of intangible technology

Firm’s own innovation
activities (R&D)

Action
type

Description and techniques used
• The use of heuristic techniques to accelerate the transition from idea to
prototype; e.g. competition as an instrument for thematically controlling
the work of employees.
• Flexible working hours; e.g. at the 3M company, 15% of the employees
worktime can be spent at home in the search for innovations.
• The use of modern design techniques; e.g. virtual design, used in the
widest range of automotive companies, rapid prototyping, and 3D printing
before testing the prototype.
• Constant updating of one’s own databases of inventions and searching for
their applications (principle: no invention is bad, even if at the moment
there is no use for it).
• Other.
• Purchase or acquisition of ready-made knowledge in the form of patents,
licenses, technical services, etc. this type of activity is related to the
diffusion of external innovation if ready-made solutions are offered on the
market:
–– from units and research centers;
–– from competitors;
–– through the purchase of a competitor (the purchase of Rover by BMW
led to the development of 4×4 technology in X3 and X5 models; Rover
was sold after the acquisition of the technology);
–– by taking over project teams with their own solutions, which takes place
in the ICT industry and companies such as Oracle, IBM, and Google;
–– by prying into others’ solutions and the acquisition of their offers; for
a long time Japanese and Korean firms have operated in this way, by
improving the quality with every edition of their products, eventually
chasing prototypes; the most famous examples of this type being where
Samsung copied solutions used by Apple; and where Apple, in turn, used
the touch screen invented by Nokia;
–– from customers.
Purchase of innovative machinery and equipment, generally with higher technical parameters, that is necessary for the implementation of new processes
and new products.
All classifications of innovations are made based on the criterion of the level
of innovativeness.
• Officially, through testing products before launch; e.g. tryvertising, looking
for people to test who are either specialists and their knowledge can
be used, or are well-known, especially on social media, who share their
opinions in public, usually using Facebook or Youtube channels.
• Unofficially, by shifting testing of secondary characteristics of complex
products after the launch, e.g. some car manufacturers shorten the phase
of creativity, releasing models without a final check of the lighting or other
systems harmless to health and assume an increased budget for payment
and warranty repairs Windows 95 was introduced without proper testing
just to stay ahead of the competition, ERP software without customization,
for which the customer pays, is virtually unusable

Source: (Romanowski 2013).
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Achieving technical success requires taking up actions shortening the invention phase, which includes their own innovative activity (R&D); the purchase or
acquisition of ready-made knowledge in the form of patents, licenses, technical
services, etc. (i.e. immaterial technology); the acquisition of so-called material
technology; and the transfer of product testing to customers which can be regarded as a manifestation of creating the social capital for innovation (see Table 1).
The invention phase can also be shortened if the parameters for new product success are defined: demand, supply, technological, and financial. Setting the
demand parameter may be to adjust the features of a new product to meet the
needs of customers in accordance with current consumer trends (Romanowski,
2013). The demand parameter can also be based on the distinct features of a new
product currently available on the market that are different from other offers. The
technology parameter assumes the use of technologies that have not been used
in the market, even if they are available in other markets. The financial parameter
is related to the possibilities of obtaining external sources to finance innovation:
both from private entities, e.g. business angels; as well as public (e.g. guarantee
funds or operators of European funds) and social ones, e.g. in the form of crowdsourcing. The risks associated with the invention phase are then greatly reduced
through the introduction of open innovation assumptions, involving the use of
external resources to create new solutions in an enterprise. The model based on
open innovation requires not only the cooperation of enterprises with research
units and local administrations, but also a skilful acquisition of knowledge from
all entities surrounding the company in question, especially from customers.
Open innovation frequently allows the formulation of a business model better
suited to market needs than the model of a market pioneer. This approach is
consistent with the concept of “imovation”, which gives better results than imitative diffusion, or creative diffusion (Shenkar, 2011), examples of which are the
economic development seen in such countries as Japan and South Korea.

Summary
When searching for assumptions concerning the introduction of a new product on the market one should be guided by market logic to a much greater extent
than by technical8.
The innovative processes taking place in a KBE are complex and largely depend on both technical and economic conditions. The multidimensionality of
innovation processes can be described by means of nine characteristics (Guinet,
1995; quoted in: Nowakowska, 2009):

8

As was the case of Apple in the mobile market, where changes made to iPhone functionality (the
phone stopped being just a communication device and became a mobile entertainment center),
brought about in a couple of years the collapse of the then market leader – Nokia.
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• innovation is interactive in nature, because it is created based on
relationships arising in a company as well as contacts in its environment;
• innovation is located, because most often it comes up in a particular
area with specific resources that play a key and unique role in the
process of its creation, meaning “transfer” of the innovation process
is difficult, even if possible;
• innovation is a process of integration, because it is based on an integrated structure and a specific organizational form which promotes
the processes of creating, absorbing and diffusing knowledge as well
as new solutions;
• innovation is a learning and interactive process, resulting from an
organizational and institutional context;
• innovation is largely non-technical, only in exceptional cases does it
depend entirely on technical knowledge;
• innovation has a social dimension, it is the result of various interactions and relations between individual entities, and thus is rooted in
systems and social institutions;
• innovation is based on creative destruction, since its introduction
often changes the existing structure of the market, economy, and organizational systems; it entails changes of management, individual
and group behaviour, etc.;
• innovation is a source of culture, it stems from accepted community
norms, value systems and patterns of behaviour, and is often created
taking into account the historical context;
• innovation is risky and costly, especially for small and medium-sized
enterprises, which is of great importance in the process of its development and commercialization.
It is worth remembering that innovations by their nature are variable and, together with changes in customers’ needs and developments in science and technology, as well as the tendency to share knowledge, means innovation processes
will move in the direction of an open innovation model.
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Chapter 5
Innovative brands and experiences
Magdalena Florek
Magdalena Florek: Assistant Professor in the Department of Commerce and
Marketing at the Poznań University of Economics and Business

Introduction
For many decades, the major focus of marketing innovation efforts has been on
the product. The continuous drive to add features, incorporate new technologies
and create niches has led to breakthrough innovations. The strongest product
innovators in software, electronics, consumer products and services have created
innovative solutions such as the perfectly designed credit card rewards scheme,
the simplest cell phone plan, the healthiest restaurant menu, etc. At the same
time, global competition and technology diffusion mean that competitors can
quickly match most improvements (Stone, Wise, 2015). This is why marketing
specialists have come to realize that understanding how consumers experience
brands is crucial for developing innovative branding strategies. Pine and Gilmore
(1998) go even further and believe that experiences in themselves constitute as
much of a real offering as materials, products and services. As a result, experience
marketing, and consequently brand experience, have gradually established themselves within marketing theory and practice, and nowadays play a crucial role in
the area of consumer behaviour.

5.1. The importance of brand experience
It was some time ago that marketers first noticed that providing customers with
unforgettable experiences and engaging them with brands is becoming the key
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to the success of brands. According to Holbrook and Hirschman (1982), consumers do not make decisions solely on the basis of reason but are also guided
by emotions, sensations and experiences. They describe the impact on customer
decisions by means of such factors as emotions, needs related to fun and leisure, hedonistic reactions, aesthetic impressions, symbolic meanings, a search
for diversity, a fulfillment of dreams, the need for creativity, as well as artistic
aspirations. According to Mathwick et al. (2001), consumers today are looking
for value, choice, and a great customer experience. Market trends also show that
the role of customers’ experiential value has attracted growing attention among
practitioners, especially that, as indicated by Brakus et al. (2009), brand experience positively affects consumer satisfaction and loyalty.
Although experience-based marketing has received a significant amount of
theoretical interest, there is no universally agreed definition or agreement on
how to use this term. Several terms have been proposed, such as “experiential
consumption” (Lofman, 1991; Addis, Holbrook, 2001), “experience marketing”
(Pine, Gilmore 1998), “experiential marketing” (Schmitt, 1999), and “brand experience” (Brakus et al., 2009, as cited in Cleff et al., 2013). Brakus et al. (2009, p.
52) define brand experience as “subjective, internal consumer responses (sensations, feelings, and cognitions) and behavioral responses evoked by brand-related
stimuli that are part of a brand’s design and identity, packaging, communications,
and environments”. According to another definition, experience marketing “is
the process of creating, maintaining, enriching and deepening the interaction
between a company and its customers by providing memorable experiences that
will engage and emotionally involve the customers with the brand (Boguszewicz-Kreft, 2009). Smith and Kamieński (2009) metaphorically state that experience marketing is the conscious use of services as a stage and products as props
in order to engage customers and provide them with unforgettable experiences.
As concerns the theory, the concept of experiential marketing is a response to
a trend in economic psychology which emerged in the 1970s and which indicated
the need to re-evaluate the concept of homo economicus with regard to the interpretation of consumer behaviour. Experiential marketing is a theory which takes
into account the emotional needs of customers and the irrational reasons for
their buying behaviour. It draws on the findings of many fields of science, including behavioural economics, experimental economics, the psychology of consumer behaviour, neuroscience, cognitive psychology, the psychology of emotions,
sociology, and anthropology (Skowronek, 2011).
According to Schmitt (1999), brand experience is a derivative of the emergence of trends and developments that led to a new type of economy – the experience economy. Its principal premises include the following phenomena:
• Consumers do not purchase products or services but the accompanying experiences;
• Companies appeal to the emotions and senses rather than purely the
logic and reason of consumers;
• Effectiveness of actions is no longer regarded as the principal measure of success;
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• Consumers are treated as autonomous individuals who communicate with one another and build communities around shared values.
According to Walter et al. (2013), this growing phenomenon is founded on
three reasons. Firstly, overexposure to advertising from traditional media channels means that communication activities have to focus on new ways in order to
capture consumers’ attention and reach them with the message (Mortimer, 2009,
as cited in Walter et al., 2013). Secondly, globalization and the saturation of markets have led to fierce competition for a limited market share and an increased
intensity in this competition (due to the fact that it is more difficult for companies to be differentiated on functional product features). Thirdly, consumers with
more hedonistic lifestyles are seeking consumption that recognizes their need for
new and exciting experiences (Fransen, Lodder, as cited in Walter et al., 2013).
Today’s marketplace has therefore undergone a substantial change – from selling and promoting products and services to selling and enticing customers via
experiences (Joy, Sherry, 2003). Thus today, experience is a focal point as regards
creating and managing innovative brands.

5.2. The nature of experience
Experiences have a tremendous power as regards building relationships between
the brand and the customer because, unlike commodities or products, experiences are personal for every consumer (Pine, Gilmore, 1999). Experiences exist
in the consciousness of people who engage on emotional, physical and spiritual
levels. While commodities are fungible, goods are tangible and services are
intangible, only experiences are memorable, which makes it possible to build
long-standing relationships with customers. Moreover, providing unique experiences is measurable because it enables companies to charge higher prices for
products and services. Pine and Gilmore (1998, p. 97) conclude that since “goods
and services become commoditized, the customer experiences that companies
create will matter most”.
In conceptualizing brand experience, Brakus et al. (2009) state that brand
experience is shaped by brand-related stimuli that constitute subjective, internal
consumer responses, such as sensations, feelings and cognitions, as well as behavioural responses.
The role of a customer’s experience with a brand is connected with offering
buyers sensory, emotional, cognitive and relational values, which complement
functional values (Dobiegała-Korona, 2004, as cited in Skowronek, 2011). This
approach stipulates building a relationship between the consumer and the brand,
basing it on the intense emotions triggered by experiences and sensations which
are important for the consumer and which are generated during the process of
co-creation and consumption.
Emotions, or affective states, can be defined as “internal impulses stimulating pleasant or unpleasant experiencing in a more or less conscious manner”
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(Światowy, 2006). Affective states are the distinctive feature of experiencing.
Evoking emotions helps customers remember a given event. An important element of creating a memorable experience is also the level of the customer’s
engagement. Emotions involve cognitive processes, thus they are conducive to
remembering the events that consumers find exciting (Drapińska, 2014).
Assuming that the positive experiences of customers determine their image
of a given company/brand, the “rational” experiences, that is those related to the
utility of the offering, will be responsible for the cognitive dimension of the image; and the “emotional” experiences, that is those related to the emotions and
psychological benefits generated in the process of interaction with the company,
will represent the affective dimension of this image (Skowronek, 2014).
Brand experiences arise in a wide variety of settings when consumers search
for, shop for, and consume brands. Josko et al. (2009) listed product, shopping
and service, along with consumption as areas where experiences occur. The product experience can be direct when there is physical contact with a product (Hoch,
Ha 1986), or indirect when a product is presented virtually or in an advertisement (Hoch, Ha, 1986; Kempf, Smith, 1998). Shopping and service experiences
occur when a consumer interacts with a store’s physical environment, its personnel, and its policies and practices. Experiences also occur when consumers
consume and use products. Consumption experiences are multidimensional and
include hedonistic dimensions such as feelings, fantasies, and fun (Holbrook,
Hirschman, 1982, as cited in Josko et al., 2009).
At the same time, the role of emotions in the process of creating an experience
is not clear-cut. According to Palmer (2010), it is necessary to distinguish the
role of emotions as the antecedents of experiences, and the role of the effects of
a customer’s experience. Thus, emotions can both have an influence on an experience remembered by a customer, as well as an effect of the customer’s actions.
Brand experiences can also vary in strength and intensity; some might be
stronger or more intense than others. They vary in valence too: some are more
positive than others, and some experiences may even be negative (sometimes
this may be an intended effect and sometimes an unintended one). The range of
experiences can be very broad: from mildly positive moods to intense emotions
such as joy or pride. From the point of view of the role of emotions in brand
management, the most important are positive emotions, the so-called pleasures.
Le Bel (2005) distinguishes four groups of pleasant emotions: 1) sensory/physical pleasures involve activities and objects that are highly sensory and sometimes erotic; 2) social pleasures involve the company of friends or family and the
pleasure of making new acquaintances; 3) emotional pleasures involve activities
pursued for their ability to induce certain moods or specific emotional responses
(e.g. music, movies, etc.); and finally 4) intellectual pleasures involve the pleasure of discovery and learning from activities that are cognitively demanding (e.g.
reading). The different pleasure categories are not mutually exclusive. These four
types of pleasures have fuzzy boundaries, and a single experience can involve
more than one type of pleasure delivered sequentially or simultaneously.
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Moreover, some brand experiences occur spontaneously, without much reflection, and are short-lived; others occur more deliberately and last longer. Over
time, these long-lasting brand experiences, stored in a consumer’s memory,
should affect the consumer’s satisfaction and loyalty (Oliver, 1997; Reicheld,
1996).
It should be remembered that brand experience is defined and created whenever there is an interaction with the brand. Such interactions are referred to as
brand touch points – all the moments of contact between the brand and the
consumer. These contacts take place before purchasing the brand (e.g. advertising, website, telephone contact, personal contact with the seller), during its consumption (e.g. customer service/staff, quality of service), and after consumption
(e.g. newsletters, loyalty programmes). The reputation and strength of brands
are built second by second and experience by experience. Most experiences occur
directly when consumers shop, buy, and consume products. Experiences can also
occur indirectly, for example when consumers are exposed to advertising and
marketing communications, including websites. Both direct and indirect channels of contact between the brand and the consumer are a source of consumer
experiences. If providing memorable experiences is to serve as a competitive advantage for manufacturing and service companies alike, a more comprehensive
understanding of experiences is necessary and a systematic approach to designing and delivering them is needed (Carbone, Heackle, 1994). Therefore, from this
perspective, experience marketing can be defined as a marketing strategy which
strives to purposefully fulfil and implement the promise made by the brand by
creating experiences for consumers, who participate in these experiences prior to
purchase, during the purchase process, and at all future points of contact with
the brand (Lenderman, 2006). Innovative brands treat experiences as a major
and integral part of their strategies, constantly seeking new ways of enriching
consumer experience.

5.3. The role of sensory marketing in creating experiences
These experiences very often include the physical environment along with environmental cues such as lighting, colour, smell and music (for example, Starbucks
uses all of them to create a unique atmosphere based on its “third place” positioning), which have a great impact on consumers’ emotional responses which
subsequently affect the consumers’ behaviour (Bitner, 1992; Hoffman, Turley,
2002). What is more, customers nowadays want to be enticed by emotional elements where relationships can be created. Therefore it is vital to understand the
components of people’s emotional nature that attract and affect the behaviour of
customers, influencing their perception (Martin, 2008; Zeithaml et al., 2009). In
this context, an important role is played by sensory marketing, and more exactly
by so-called sensory branding.
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Although attempts at marketing activities which could affect various human
senses first appeared in marketing practice many years ago, the turning point
was the year 2005, with a publication by M. Lindstrom entitled Brand sense. Build
Powerful Brands Through Touch, Taste, Smell, Sight and Sound. This work presented
the findings of extensive research, which clearly showed that human senses play
an important role in marketing communications. They also play a key role in
building experiences and triggering emotions.
Research into human senses has shown that sensory cues of sight, sound,
smell, taste and touch can all affect people’s preferences, memories and choices
(Krishna, 2010). They play a crucial part in the creation of an emotional connection with and an experience of the purchase process (Schmitt, 2003). Therefore,
Krishna (2010, p. 2) defines sensory marketing as “marketing that engages the
consumers’ senses and affects their behaviour”.
According to Hultén (2011, p.10) a multi-sensory brand-experience “refers to
how individuals react when a firm, in offering and delivering brands, goods and/
or services, participates in their purchase and consumption processes through
the involvement of the five human senses”. Sensory marketing is based on a holistic approach to the five human senses, thus the concepts of holistic brand or
holistic branding are often used. To begin with, the sense of sight enables people
to capture colours, the light and its intensity, the design and graphics of objects,
the appearance of product packaging, the interior design of places, etc. The sense
of hearing makes it possible to register sounds and associate them with a brand,
for example a sound logo or a theme tune attracts consumers’ attention through
the use of sounds. The sense of smell helps to recognise the identifying smell of
a brand, its type, intensity, or even compatibility with the characteristics of and
associations with the product it symbolises (the very popular recently aromamarketing). The sense of touch enables customers to have direct and tangible contact
with a product, recognise the shape of objects, feel the texture of fabrics, as well
as perceiving changes in the temperature, weight and softness of products. The
last of the human senses, taste, is connected with a feeling of pleasure associated
with using a product or service. It is worth noting that due to the nature of this
sense, very few companies appeal to the sense of taste in order to build brand
experience, these being primarily grocery stores, restaurants, and cafes.
By affecting the five different senses, a company can give their brand an individual character, distinguishing it from others (Krishna, 2009). The more senses
a brand involves, the fuller and deeper the consumer experience will be. The
strength of this approach lies in the realization that it is possible to affect the
way consumers experience a brand. Rodrigues et al. (2011) emphasise that sensory strategies can be used by a company as a differentiation factor, but also as
a means to impact consumers’ behaviour in their purchase and consumption
processes by influencing the individual mind. Offering new sensory experiences
to customers can increase their satisfaction regarding contacts with the brand
as well as personalizing and deepening the brand experience, which in this way
takes on an even more holistic character.
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Summary
Brand experience has attracted a lot of attention in marketing practice, being
a source of satisfaction for both consumers and brand owners. It has been confirmed that consumers seek not only the functional benefits of a brand but also
emotional experiences. As Prahalad and Ramaswamy (2000) explain, the customers of today want to be involved and shape their own experiences, both individually and together with other customers and experts.
As such, experiential marketing is more focused on establishing a higher level of intimacy than traditional marketing (Lenderman, 2006). Smilansky (2009)
proposes that, where possible, a live brand experience should be used to generate
the big idea for the overall marketing communications strategy. Therefore, experience marketing requires a different managerial perspective, one that focuses
not on the functions and benefits provided by a service or product, but on the
emotions and the experiential processes (Schmitt, 1999).
Summing up, according to Lanier and Hampton (2009), there are three main
foundational premises for experiential marketing:
1. Symbolic resources. In contrast to the marketing of goods (focused on meeting customer needs through tangible products) and the marketing of services
(aiming to achieve the customers’ objectives through instrumental knowledge
and skills), experiential marketing meets customers’ needs through practices
which convey symbolic meaning.
2. Engaging transactions. What is important is the extent to which the offering
stimulates the customer and leaves a lasting impression. It is important that
the offering is holistic, which is understood not only as a mutual fit between
the elements, but also as a proper management of the flow of these elements,
including the elimination of factors that may interfere with the intended experiences.
3. Internalized value. The value of an experience is stored in the memory of
everyone engaged in the event. This engagement does not need to be direct
(as in the co-creation of a product/service), but can relate to a symbolic interpretation of the offering. Internalized value is strongly affected by, among
other things, the extraordinary characteristics of the goods or services offered.
The starting point is the assumption that consumers are not just passive recipients of offerings, but they buy a brand with their desires.
Smilansky (2009) argues that experiential marketing can be implemented
across all sectors, from financial services to fast moving consumer goods (FMCG),
from drinks to music, from technology to leisure. No one single sector (product
or service) is more or less appropriate for experiential marketing, because the
inspiration for experiential marketing ideas comes from the brand personalities
and the target audiences (however, Gautier (2003) emphasises that low involvement products or services are more challenging for experiential marketing).
Hence, it is extremely important to match the nature of the experiences that
a brand seeks to create with its identity, which includes the values and personality of the brand.
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Example
In the 1980s Starbucks developed a strategy for creating a “sensory experience”.
A visit to Starbucks was supposed to be an event engaging “the mind and the
heart”:
The inspiring environment makes it a comfortable place to read a book or meet friends.
Green and yellow colours together with pleasant lighting create a space conducive to relaxation. The music is chosen with great precision by the Starbucks Content Team to create
the relaxing “sound of Starbucks.” Added to this is the smell and taste of freshly ground
coffee – these are the characteristics of the sensory experience of Starbucks (Hultén 2009,
pp. 2–3).
Task
Design a brand experience for an ice-cream shop also using sensory marketing.
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Introduction
The aim of this chapter is to present the essence of marketing control. It will also
indicate the possibilities for use of the selected measures (in the areas of strategic marketing, sales management and communication evaluation) to identify the
effectiveness and efficiency of marketing activities.

6.1. The essence of marketing control
Marketing control, in general, is a particular system of coordination for specific activities in the area of management, especially in respect of planning and
monitoring, as well as the collection and processing of information (Wierzbicki,
1996). Marketing control is also a subsystem in the system of enterprise management, which coordinates the whole process of planning, disposal and monitoring,
as well as information supply, thus directing the company’s operations in terms
of goals (Goliszewski, 1990).
Control is divided according to several criteria. The most commonly used are
primarily the time and the scope criteria (Kwiatek, 2004). Due to the time horizon of operations, it can be divided into strategic and operational control (Wierzbicki, 1996). The main task of strategic control is to help company management
in implementing long-term plans. On the other hand, operational control covers
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a shorter period and is mainly directed towards the achievement of current,
short-term goals having influence on the profitability of the company.
Taking into account the extent of control it is divided into complex and functional control. Complex control includes coordination of planning and monitoring, and
making economic calculation across the enterprise (Penc-Pietrzak, 1999). Meanwhile, functional control relates to fulfilling specific enterprise functions (Sikorski,
1993). Functional control; apart from e.g. R&D, manufacturing, logistics, finance
and human resources control; also includes marketing control. It can therefore be
assumed that marketing control coordinates the marketing information flow in
a company so that the company can focus primarily on the benefits it can provide to
its customers and stand out among the competition (Kwiatek, 2004). Or, to put it
differently, marketing and sales control consists in shaping, regulating and coordinating those marketing and commercial activities of an enterprise which lead to an
increase in sales, thereby increasing the share in the current and potential markets.
The most important task of any marketing control system is to provide policy
makers with access to the necessary data flowing both from within an enterprise
and from the enterprise’s environment.
The focus of marketing control is the pursuit of profit through best meeting
the needs and expectations of clients. A prerequisite is to ensure a proper offer,
which mostly corresponds to the demands of the market that at the same time
brings the highest profit.
The most important task of marketing control is to create a system for measuring the effects of marketing activities in a company. This system not only sets
out the general direction of developments in the organization and facilitates
planning, but it is also a way of communication and monitoring, as well as the
management method. Development of a complete and universal set of marketing
metrics, however, is not possible, as organizations are in various stages of development, competing in different conditions, have different opportunities and are
managed differently.
Nevertheless, the basic marketing metrics used in marketing control include
those which relate to the following:
• assess marketing at the strategic level
• focus on sales management
• diagnose marketing communication
A company can obtain the information needed to calculate the ratios in these
groups from the following sources: the macro-environment, the immediate surroundings of the company (micro-environment) and from within the company.
The chapter will present selected measures from the three groups. Thus, at
the strategic level the following indicators will be discussed: the churn index,
the customer retention index, the RFM index, and the CLV index. In the area of
sales and distribution, these will be discussed: the numeric distribution index,
the weighted distribution index, the numeric deficiency index and the weighted
deficiency index, and finally the numeric and the weighted purchasing index. In
the area of marketing communication, analysis will include the gross rating point
(GRP) and the cost per thousand index (CPT).
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6.2. Evaluation of marketing at the strategic level
Customer retention and churn rate
The retention rate serves to measure the effectiveness of actions leading to repeat
purchases by customers. It is therefore important mainly for companies offering
products and services that are purchased periodically (e.g. insurance policies,
mobile subscriptions).
This rate is calculated according to the following formula (Kozielski, 2004):
customer retention = (number of clients repeating a purchase /
number of customers making purchases in the preceding period) • 100%

The customer retention rate lies between 0 and 100%. The objective of the
company should be to maximize it. A value of 100% implies that the company
managed to maintain all existing customers. Note, however, that the true value of
this index is revealed only when comparing it with the same indicators calculated for competitors and/or other time intervals. Then, one can draw appropriate
conclusions about the effectiveness of the company’s activities aimed at existing
customers. For example, a significantly lower customer retention rate in relation
to market rivals may indicate a greater attractiveness of their offer, resulting in
greater satisfaction among buyers. In turn, a higher value for this index can mean
better services, promotional activities, etc. relative to competitors.
Customer retention can be presented from two perspectives: quantity and
value. Quantification allows calculating what proportion of customers who purchased the product in question in the previous period, repeated this purchase.
The value approach represents the value of purchases made by existing customers in relation to purchases made in
 the previous period (Kozielski, 2004).
It can therefore be assumed that this index allows analysing the effectiveness
of marketing activities addressed to existing customers. And in this case, it is
irrelevant whether they are loyal customers (once again purchasing products) or
first-time buyers.
In turn, the churn rate is the inverse customer retention rate. This informs
about what proportion of company customers decided not to buy the products
(Farris et al., 2009).
It is calculated according to the following formula (Kozielski, 2004):
churn rate = (number of customers, who resigned from the services of the
company / number of customers of the company) • 100%

Just as with customer retention, the churn rate may be calculated for products
purchased periodically. And it also falls in the range of 0% to 100%. However,
in contrast to the previously discussed indicator its value should be minimized.
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This index at 0% means that the company has not lost a single customer. On the
other hand, a high value for this indicator usually informs about the attractiveness of competitors’ offers and is an important prerequisite for taking appropriate steps to stop the outflow of customers by offering them greater benefits,
which market rivals do not offer. In turn, a low level for this ratio may indicate
the strong competitive position of the company or the high loyalty of its customers (Kozielski, 2004).

RFM
The retention and churn rates indicate only a number (or proportion) of customers who continue to benefit from the company’s offer or have abandoned it. But
they do not provide information about what kind of clients they are; whether
they are valuable from the perspective of the company or their contribution to
profitability is negligible. The answer to this question can be found in RFM index
The RFM index (recency, frequency, monetary) is one of the most popular
tools to differentiate customers based on their purchasing history. The RFM index is based on the assumption that the attractiveness of a customer is determined by three interrelated elements (Kozielski 2004):
• period since last purchase (recency) – the shorter this is, the greater
the value of the customer,
• frequency of purchases (frequency) – the higher this is, the greater
the value of the customer,
• value of the purchases (monetary) – the more the customer spends
in purchasing products, the more valuable they are for the company.
Individual categories can be assigned appropriate weights depending on the
importance of the category for the company. Then this rate can be calculated using the following formula:
RFM index = (period since the last purchase*weight) +
(number of purchases • weight) + (value of purchases • weight)

For example, for a car dealership, the most important may be the value of purchases, and for a car service centre, the frequency of repairs (purchases) made.
On the other hand, it is believed that the most important element in the RFM
index is the period since the last purchase. This stems from the following beliefs
(Mutyala, 2011):
• customers who have made purchases in the recent past will be more
likely to make repeat purchases (e.g. under the influence of promotional activities) than customers who have not purchased products
for a long time,
• the longer customers do not buy the products of a company, and the
longer they do not visit its offices or website, the more likely it is
that they are not and will not be interested in the offer,
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• acquiring reliable opinions about the company, the satisfactory solution of problems is possible only when customers interact with the
company and its offer.
Thanks to its design, the RFM rate is one of the most commonly used methods for analysing key customers. It allows diagnosing and isolating segments of
customers based on their value. Further action should be based on differentiating
activities (in a cross-section of specific groups of customers) in the area of, for
example, customer service.
The RFM indicator can be used for those economic activities, the nature of
which allows relatively easy acquisition of the necessary data; namely in the hotel industry insurance, banking or Internet sales. On the other hand, where the
customer can remain anonymous (e.g. FMCG), calculating the RFM index is virtually impossible.

Customer life time value
Using the RFM index, one can analyse customers based on their history of contact with the company (purchasing). However, there is a method that allows
predicting the profitability of customer contact in the future – it is defined as the
life time value.
More specifically, the LTV method (life time value) allows determining the
sum of the expected future customer expenses which will provide revenues for
the company, referred to as the projected cost of manufacture of the product
and the costs associated with full customer services. There are various ways of
calculating the value of a customer over time. The most popular is the two-step
procedure: checking the history of the analysed customer and making an extrapolation of their previous behaviour to forecast future conduct. The main measure
is the frequency of purchases, the size of single orders, the amount which the
customer spends on a given product category, and the projected time in which the
customer will renew purchase of the product in the future. For new buyers, the
data from customers with similar characteristics are extrapolated. Despite some
imperfections in this formula, especially the adoption of assumptions which may
prove to be inaccurate, it is important for a company.
The segmentation allows the emergence of three groups of buyers (Grądek,
2006):
• customers profitable today and in the future,
• customers unprofitable today, but profitable in the future,
• customers unprofitable both today and in the future.
In the period from the start to the end of customer relationships with a company, there are three groups (of customers): new, retained, and lost. Any customer buying products for the first time is new. If they decide to continue purchasing
and become a repeat buyer, they move to the group of retained customers. If
they stop buying the products of the company, they join the group of lost customers. Profit generated by new and retained customers adds up to the overall
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profitability of a particular brand at any given time. The retained customers make
up most of the profits of a company. The potential profit is represented by the lost
clients and defined as profit opportunity (Grądek, 2006).

6.3. Rating of sales management and distribution of goods
Numeric distribution
Numeric distribution is the primary indicator used in the analysis of the company’s activities related to distributing products. Numeric distribution ratio
shows what percentage of all shops selling this category has been selling brand
X belonging to this category. Or to put it differently, this ratio indicates in how
many stores in a particular area one can purchase a product (brand) X (Farris
et al., 2009). Therefore, it demonstrates the range and level of availability of
these products (brands). Numeric distribution ratio is of particular importance
in markets which require extensive distribution channels (long and wide), such
as FMCG products industry.
Numeric distribution ratio is calculated according to the following formula
(Kozielski, 2004):
Numeric distribution = (number of stores where product X is sold /
number of shops selling the category to which product X belongs) • 100

Low levels of numeric distribution may be a source of unsatisfactory sales
volume; on the other hand, a too high level may indicate the formation of the
so-called gigantism costs, generated as a result of the distribution of goods. This
condition can manifest itself in that even wide availability and thus sales of goods
does not compensate for those costs related to ensuring the availability of products. It can therefore be assumed that this rate should be optimized rather than
maximized.

Weighted distribution
A kind of handicap for the numeric distribution ratio is that it shows only the
number of stores where the product is available, but it does not differentiate
the stores due to e.g., the size of their turnover. Therefore, a full picture of the
distribution activities of companies also requires calculation of the weighted distribution index.
Weighted distribution is, after numeric distribution, the second important
indicator in the analysis of the level of distribution. This index shows the importance of shops that sell the product, in relation to the total sales of this category
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on the market. This index shows what proportion of total category sales falls to
the stores where X product is available (Kozielski, 2004).
The formula for its calculation is as follows (Kozielski, 2004):
weighted distribution = (category sales in stores selling brand X /
total sales for this category) • 100%

A low value in the weighted distribution index indicates that product X is not
available in those stores which carry out a considerable part of the sale of a specific category. A high rate is evidence of the presence of the product (brand) in all
points (stores) important for sales of that category.
Weighted distribution can be calculated both quantitatively and in terms of
value. A quantitative index takes into account sales, expressed in units such as
items, litres, square meters, etc. More often, however, weighted distribution is
calculated in terms of value, based on monetary units.
Similarly to the numeric distribution ratio, the weighted distribution index
is of particular importance in the markets of mass goods with large and complex
distribution channels, and less important in markets in which producers reach
the final consumer directly (Kozielski, 2004).
A parallel analysis of both numeric and weighted distribution ratios provides
the greatest cognitive value.
Based on the data presented in Table 1, assume that the sales of product X
are carried out in shop number 4. In this case, the numeric distribution ratio is
25%. However, the low value of this indicator does not necessarily mean poor
availability, as weighted distribution index for the shop is 55% (5 500 000 /
(1 000 000 + 1 500 000 + 2 000 000 + 5 500 000). If the numeric index is low
but the weighted index is high, it means that the product is available in all the
major retail outlets, even if they are few (in this example, only one). This occurs
when the shop is a hypermarket or a supermarket and the other shops are small
local shops.
A parallel analysis of numeric and weighted distribution indices also allows
decisions related to the expansion of distribution channels to be rationalized. In
this example, such a decision could be the introduction of products for sale in
shop number 3. Then at a 50% level of numeric distribution, a high weighted distribution rate of 75% would be achieved. Further increasing the level of numeric
distribution would lead to relatively small increases in the level of weighted distribution, which could give rise to the question on the economic rationality of
such action.

Table 1. Turnover of four shops.
turnover
Source: own study.

shop 1
1 000 000

shop 2
1 500 000

shop 3
2 000 000

shop 4
5 500 000
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Numeric and weighted goods shortage index
The fact of having products important to sales in sufficient numbers in a particular category of stores does not mean that the company will achieve market
success. It is important to provide continuous (uninterrupted) availability. It is
therefore necessary to minimize the shortages of goods. A suitable tool for this
is the goods shortage index.
The goods shortage index shows the scale of the shortages of a product at
those points which sell a given category. It is determined by indicating the number and type of stores where the product should be available but for various reasons is not (Farris et al., 2009). One can thus determine both the numeric and
weighted indicator of goods:
numeric shortages of goods = (number of shops selling products of the category
in which there is a shortage of brand X / total number of stores selling this
category) • 100%
weighed shortages of goods = (sales of products in a given category in stores where
there is a shortage of brand X / total product sales for this category) • 100%

Companies should preferably strive to maintain both indicators at zero. Deficiencies in the availability of goods are in fact a loss for the company. In addition,
they carry the risk of losing customers because they will most likely buy a competitor’s product instead. Unacceptable long-term shortages of goods worsen the
image of the brand (Kozielski, 2004). A high rate of deficiencies should always
lead to decisive action. In particular, where the weighted shortage index, indicating deficiencies in those stores where customers prefer to shop, is decreasing.
In the above example in Table 1, a lack of availability in shop number 1 for
example, indicates that the numeric shortage index is 25%, while the weighted
shortage index is 10%.

Numeric purchasing and weighted purchasing
Numeric purchasing is an indicator that tells us what percentage of all the shops
selling this category, purchased product X in a given period. The higher the ratio
of purchases, including the product in question, the greater is demand for the
product from end-customers.
The numeric purchasing index is calculated according to the following formula (Kozielski, 2004):
numeric purchasing = (number of stores, which in a given period made purchase
of a specific brand/total number of stores selling this category) • 100%
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The numeric purchasing index interpreted in isolation from others is of little
educational value. One cannot draw any conclusions on the basis of it. A high
numeric purchasing index can mean a high turnover of products, but it can also
mean low inventory levels, which must be frequently replenished.
Complementing the analysis, one can use the weighted purchasing index
(Kozielski, 2004):
weighted purchasing = (sales of products in a given category in stores that
bought brand X in the period / total product sales for this category) • 100%

The most important information provided by the weighted purchasing index
is to answer the question of how relevant, from the perspective of sales in this
category, are shops which purchased a particular brand. The weighted purchasing
index can be calculated for both sales volume and value.
Information that can be obtained by calculating the weighted purchasing index is important for several reasons. First, it provides a possibility to verify the
assumptions of the distribution strategy. It may turn out that, contrary to forecasts, that the product does not sell best at those points which are characterized
by a high weighted distribution index. This situation can occur when a manufacturer offers a niche product (e.g. craft beers, the sale of which will not be high
in hypermarket chains (high weighted distribution rate for beers), but will be
high in specialized stores). On the other hand, if the company cares for the mass
marketing of its products, a low weighted purchasing index at points with a high
weighted distribution rate may be an essential prerequisite for undertaking remedial measures.
As shown in Table 1, purchases made by shops numbered 2 and 3 enables the
determination of a numeric purchasing rate at 50%, and a weighted purchasing
rate at 35%.

6.4. Evaluation of marketing communication
Gross rating point (GRP)
The gross rating point (GRP) specifies the total number of contacts with advertising per one percent of recipients receiving the message. This is the most important factor taken into account in the planning of an advertising campaign, as
well as the most widely used indicator in comparisons of the intensity of various
campaigns. It is calculated according to the following formula (Kozielski, 2004):
GRP = coverage of the campaign • the frequency of advertising
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The range of an advertisement is determined by the percentage of the target
group who had contact with the advertisement at least once during the advertising campaign. The advertising frequency index means how many times a person
falling within the range of the advertisement was at a certain time in contact with
the advertising message. Both components of the GRP index tend to rise along
with the duration of the campaign.
The higher the value of the GRP, the greater the likelihood of contact with an
ad is by the average consumer in a given market. However, the same GRP may
have different parameters for range (R) and frequency (F). For example, an advertising campaign with a GRP of 100 may be assumed to reach 50% of the audience
with an average frequency of 2 messages, or to reach 10% of the population in
a given market at an average frequency of 10 messages (Kozielski 2004)).
It is difficult to determine what value of GRP is suitable for a particular market, as it depends on many factors, but it is sometimes assumed that for fast
moving consumer goods it can vary from 500 to 1500 for television commercials
(although sometimes it is several times higher). It is worth noting that the value
of the GRP is not by itself a measure of success for a particular campaign.

Cost per thousand (CPT)
The cost per thousand index (CPT) is the most commonly used measure when
comparing the real costs of using various media in an advertising campaign.
Knowing the cost of the message and the size of the target audience which the
message reaches, one can calculate the unit cost of reaching recipients with
a message:
CPT = (cost of an advertising campaign / number of recipients of the message)
• 100%

However, as the cost of reaching a single recipient in the mass media (e.g.
TV) is often a fraction of the smallest monetary unit (cent, grosz), the index calculated for a thousand people was adopted in comparisons. The CPT rate can be
calculated for a wide range of marketing communication tools, from advertising
through direct marketing, to personal sales. This index serves primarily as one
of the determinants for the choice of the medium in the media plan. At a comparable profile of people using the medium, a lower CPT index may determine
the selection of the magazine, radio or television station in which the ad will be
placed (Kozielski, 2004).
The B2C sector companies make the most use of the information regarding the
costs of getting an advertising message across to a thousand customers (mainly
fast moving consumer goods and some services), as they have quite a wide selection of newspapers as well as radio and television stations corresponding to the
profile of the target market.
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The cost of reaching a thousand recipients may be a few grosz in the case of
national television, from a few dozen grosz to a few dozen zlotys in case of magazines, more than a thousand zlotys for a mailing campaign, and in case of visits
by sales representatives – even more.
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Introduction
Electronic commerce is an area of economic activity characterized by constant
and rapid changes. More than two decades since the first emergence of online
shops, it still arouses a great interest among researchers. They focus their attention mainly on two areas: namely the area related to the possible application
of business models (Szpringer, 2012; Doligalski, 2014) and strategies (Ziemba,
Olszak, 2007; Chaffey, 2016) and the area concerning practical advice in the development and operation of websites (Hipsz, 2012; Smaga, Bonek, 2015). The
very concept of e-commerce was born along with the beginnings of the commercial use of the Internet in the mid-90s, and the historical background in this
case was a series of events, among which the following were the most influential
(Tian, Stewart, 2006):
• abolition in 1991 of the commercial restrictions imposed by NSFNet
(National Science Foundation NET) on the use of the Internet, and
then establishing, with the cooperation of IBM, MCI Communications Corp. and Merit Network Inc., the ANS (Advanced Network
and Services) infrastructure which allowed commercial Internet
connections with the exclusion of previous restrictions,
• creation in 1993 of one of the first web browsers, Mosaic, which
meant that the Internet become a much more accessible medium for
the average user;
• ANS sales agreement with the company America Online in 1995,
under which the entire network infrastructure went from a sector
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financed from public funds to the private sector, which resulted in
the fact that the main role in the further development of the Internet
was taken over by private companies;
• as of 1995, the start of trade operations on the Web by companies
such as Amazon (the world’s largest online bookstore), eBay (the
first online auction), and Dell (manufacturer of computer hardware
selling products directly to end users). The Internet became the fastest growing technology in the history of economics.

7.1. Concept of E-commerce
In the simplest and most concise form, electronic commerce is referred to as commercial transactions carried out electronically via the Internet (Oxford Dictionary). According to the broader definition of Vladimir Zwass, electronic commerce
is, apart from conducting business transactions through telecommunication networks, the provision of business information and maintaining business relationTable 1. Selected definitions of electronic commerce.

Clarke 1993

Whinstone,
Choi, Stahl
1997

Gregor,
A. SzeStawiszyński wczyk
2002
2006

GUS 2016

Source

Definition of e-commerce
Transactions carried out via IP-based networks and other computer networks. Goods and services are ordered over these networks, but payment
and ultimate delivery of the ordered goods or services may be made in or
outside the network. Transactions can be made between companies, with
individuals, government agencies or other organizations, public and private.
Orders received by telephone, fax or e-mail are not part of e-commerce.
Conducting many company operations (including in particular the purchase/
sale of products or services, as well as various marketing activities) over the
Internet.
in narrow terms – manner of selling and buying products and services, and
thus transactions, by electronic means via the Internet.
in more general terms – concluding a variety of commercial transactions with
the help of ICT networks, without the need for direct contact between the
parties, coupled with making payments for products and services.
E-commerce refers to the use of electronic means and technologies to conduct commerce (the sale, purchase, transfer, or exchange of products, services, and/or information), including within business, business-to-business,
and business-to-consumer interactions. Delivery of products or services may
occur over or outside of the Internet.
Support services for trading in goods and services, encompassing inter-organizational e-mail; directories; trading support systems for commodities,
products, customized products and custom-build goods and services; ordering and logistic support systems; settlement support systems; and management information and statistical reporting systems.

Source: Own study.
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ships (Zwass, 1996). The World Trade Organization (WTO) defines e-commerce
as the production, distribution, marketing and sale of goods and services using
ICT networks (Bachetta et al., 1998). The literature provides various definitions
of electronic commerce (Table 1).
A brief overview of the above definitions points to certain similarities, i.e.:
• their close relationship with the wider telecommunications network
• reference to a greater or lesser extent to commerce in functional
terms (and thus understood as a set of intermediation functions for
trade in goods) (Szumilak, 2004)
However, these do not detract in any way from the obvious differences and inconsistencies between the various definitions. The sources of such large discrepancies are numerous (Fig. 1). Undoubtedly, they hinder the creation of a single,
applicable in all conditions, definition of e-commerce, leading to a situation in
which individual authors make further attempts to define e-commerce.
Difficulties with the clarification of concepts relating to the e-economy, including e-commerce, on the one hand, are found in the nature of that sphere which is
subject to continuous transformation with the development of new information
technologies (their availability and use by users); and on the other, their dependence on context and the situations in which they are used (statistics, country

Figure 1. The main sources of difficulties in defining the concept of e-commerce.
Source: Own study based on: (Chmielarz, 2007).
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norms and legal requirements) (Chmielarz, 2007). In addition to the indicated
obstacles, the construction of a coherent definition of e-commerce is made more
difficult by the widespread phenomenon in the literature of falsely identifying
e-commerce with related concepts that go beyond the merits of e-commerce. The
reason for this is both the ambiguity of the various definitions of e-commerce
and the relative openness of the substantive basis of this idea. It has been noted
that “depending on the current utilitarian or research needs, elements associated with other aspects of electronic commerce are added to extend this concept,
such as electronic payments, electronic data interchange (EDI), and even purely
technical issues.” (Chmielarz, 2007, p. 19). This property is confirmed in the
definitions indicated previously. For example, the definition by B. Gregor and M.
Stawiszyński, in its extended version, combines e-commerce with the payment
process, and the medium used for transactions is not only the Internet but general telecommunication networks (e.g. mobile phone, TV, etc.). Therefore, in the
context of the distinctions between such related concepts, a more appropriate
form of reasoning should be adopted according to which e-commerce is part of
e-business, which in turn is a subset of the e-economy. Finally, e-enterprise is
part of e-commerce (Fig. 2).
Furthermore, the report “e-Retail Poland 2009 – Research on Polish online
stores and consumers,” prepared by the website sklepy24.pl, with substantive
patronage from the Warsaw University of Technology and the Direct Marketing
Association, was helpful in dispelling several other inaccuracies related to the
concepts functioning around e-commerce. The authors of this report conclude
that “without any additional comment one should not use the terms e-Trade,
e-Commerce and B2C Commerce interchangeably, in particular in relation to the
data relating to each of them,” (e-Handel Polska, 2009, p.10) (Fig. 3).

Figure 2. Place of electronic commerce among related concepts.
Source: Own study based on: (Chmielarz, 2007).

E-commerce

e-Trade ≠ e-Commerce
e-Trade is a subset of the entire
e-Commerce market, and is
not equal in value. The scope
of e-Commerce includes in
addition the whole sphere
of finance and insurance plus
tourist services sold over
the Internet, as well as other
benefits such as admission
tickets, access to paid online
content, etc. In English there
is e-Retail and e-Commerce,
while in Polish the second
term does not yet have
a counterpart.
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e-Trade ≠ sales in online
stores + value of sales on
auction platforms
Most transactions carried out
on auction platforms are done
without auction using a fixed
price, and sellers are often
entrepreneurs also having
online stores and trading only
new articles. As a result sales
reported by sellers contain
a cumulative fractional value
generated through the auction
platforms.

e-Trade ≠ B2C trade
Customers of online stores
are not only consumers (B2C),
but to a significant extent
also entrepreneurs (B2B) and
public institutions, hence the
turnover reported by retailers
may not be equal to the
sizes of purchases declared
by consumers and given in
the statistics of the Central
Statistical Office. Of course, B2B
trade is mainly represented by
wholesale rather than retail.

Figure 3. Inaccuracies around the concept of e-commerce.
Source: (e-Handel Polska 2009).

To sum up, taking into account the analysis so far, it should be noted that the
precise definition of e-commerce undoubtedly requires the fulfilment of certain
conditions, including in particular:
• strict determination of the merits,
• taking into account the proximity of related terms and a clear demarcation in relation to them (in particular in relation to e-business,
due to the fact that major inconsistencies occur between these two
concepts).
Therefore, the author of this paper proposes to adopt the following definition
of e-commerce:
“Electronic commerce is a trading format, which is part of Internet business and consists
in making transactions of purchase/sale in products/services (tangible and intangible) over
the Internet.”
Given the importance of precise distinctions, in particular in relation to the
broader term of electronic business, the relationships between the concepts are
illustrated in Figure 4.

7.2. Basic business models in electronic commerce
A business model is a method of expanding and using the resources adopted by
a company in order to provide customers with products and services, the value of
which will exceed the offer of the competition, and which at the same time will
ensure the profitability of the company. It sets out in detail a plan to make money, both in the short and long term, as well as the determinants for maintaining
a sustainable competitive advantage by the company (understood as the ability
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Figure 4. The relationships between the terms e-commerce and Internet business.
Source: Own study based on (Manzoor, 2010).

to achieve long-term results better than the results of the competition) (Afuah,
Tucci, 2003). The business model is part of a wider business system. On the one
hand, it is an expression of the conceptual and architectural implementation of
the strategy adopted in the framework of a company; on the other hand, it is
the basis for implementation within the enterprise of specific business processes
(Fig. 5).

Figure 5. Business model as an element of the business system pyramid.
Source: Own study based on: (Osterwalder, Pigneur, 2002).
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In the context of e-commerce, the business model can be broadly reduced to
an action plan aimed at generating income by the company through the use of the
Internet for commercial purposes. This model is a system composed of specific
components and determined not only by the use of the Internet itself but also by
factors (micro and macro) related to the environment in which the enterprise operates. The future structure of the model should allow the use of all opportunities
as well as identifying any threats to the functioning of the company arising from
its surroundings (Afuah, Tucci, 2003).
In the electronic space there are many different business models, that due to
the dynamic Internet environment, naturally evolve along with it so as to meet
as much as possible the growing demands against them posed by contemporary
users. They also constantly undergo various classifications, which depend on the
criteria used to further differentiate them. Apart from a detailed presentation of
individual classifications, the basic two criteria for differentiating the business
models in electronic commerce are commonly the following:
• criterion of the mutual relationships between the parties involved in
a given transaction (Tab. 2),
• criterion of the manner in which a model enhances the value of
a product/service and the extent to which it allows control over
transactions (Tab. 3).
According to the criteria outlined for the division of business models in an
online environment, it must be stressed that from the perspective of e-commerce
the following are especially common:
according to the first criterion:
• B2B model,
• B2C model,
• C2B Model.
according to the second criterion:
• Merchant model,
• Manufacturer model.
The B2B model reflects relationships in the enterprise market (between
business entities). There are different methods for executing transactions between enterprises, depending on the nature of mutual relations between the
Table 2. Business models on the Internet in relation to the criterion of the relationships
between the parties involved in a given transaction.

PROVIDER

RECIPIENT

Consumer
Enterprise
State
Administration
Employee

Consumer

Enterprise

C2C (P2P)
B2C

C2B
B2B

State
Administration
C2G
B2G

G2C

G2B

G2G

G2E

–

E2B

E2G

E2E

Source: (Żurak -Owczarek, 2011).

Employee
–
B2E
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Table 3. Business models on the Internet by the manner in which a model enhances the
value of a product/service and the extent to which it allows control over transactions.
Model name

Description

Example

Brokerage

Brokers are market-makers: they bring buyers and
sellers together and facilitate transactions.

PayPal, eBay

Advertising

The web advertising model is an extension of the
traditional media broadcast model. The broadcaster
may be a content creator or a distributor of content
created elsewhere.

Google, Yahoo

Infomediary

Some firms function as infomediaries (information
intermediaries) assisting buyers and/or sellers understand a given market.

Nielsen
Net Rating,
Coolsavings

Merchant

Wholesalers and retailers of goods and services.
Sales may be made based on list prices or through
auction.

Amazon, Apple
iTunes Music
Store

Manufacturer The manufacturer or „direct model”, it is predicated
(Direct)
on the power of the web to allow a manufacturer
(i.e., a company that creates a product or service)
to reach buyers directly and thereby compress the
distribution channel.

Dell, Lenovo

Affiliate

In contrast to the generalized portal, which seeks to Amazon, Barnes
drive a high volume of traffic to one site, the affiliate and Noble
model provides purchase opportunities wherever people may be surfing. It does this by offering
financial incentives (in the form of a percentage of
revenue) to affiliated partner sites.

Community

The viability of the community model is based on
user loyalty. Users have a high investment in both
time and emotion. Revenue can be based on the
sale of ancillary products and services or voluntary
contributions; or revenue may be tied to contextual
advertising and subscriptions for premium services.

Wikipedia,
Facebook

Subscription

Users are charged a periodic (daily, monthly or annual) fee to subscribe to a service.

Netflix,
Glossybox

Utility Model The utility or „on-demand” model is based on metering usage, or a „pay as you go” approach. Unlike
subscriber services, metered services are based on
actual usage rates. Traditionally, metering has been
used for essential services (e.g. electricity, water,
long-distance telephone services).
Source: (Rappa, 2010).

Slashdot
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parties (Maciejowski, 2004). This relationship is the basis for distinguishing supply-chain-oriented and market-oriented modelling solutions (Fig. 6).
B2B models based around supply chains are a natural consequence of EDI
technology and are applicable in the case of regular contacts between enterprises
(mainly using extranet solutions). Due to the stable share between individual
participants, new partners must devote a lot of attention and resources to build
trust in their brand and gain repeat customers. What is important is that the
success of these activities is guaranteed not only by permanent orders for a long
period of time, but also by a relatively constant level in the prices of goods (slight
variations are usually announced formally and are caused by changes in production costs) (Ordysiński, 2007).
In light of the previously proposed definition of e-commerce, B2B models
primarily focused on the market are significant. They have completely different
characteristics than the previous group. In their case, both in relation to the
group of participants (buyers and sellers), and the level of prices, there is a very
large dynamic of change. Contacts within them tend to be sporadic, while orders
are short-term (Ordysiński, 2007). The basic solution in the framework of market-oriented B2B models are electronic industry exchanges of goods and services
(so-called eMarketplaces). They can be described as a virtual, central market on
the Internet, whose main distinguishing feature is the fact that within its framework many traders operate at the same time on both sides of the market (buying
and selling). A common synonym for this concept is an electronic trading hub
(Szpringer, 2005). Sales within B2B market-oriented models can be in the form
of a catalogue with an offer, or be auction-based. In the case of the catalogue
model, a selling enterprise posts information about its products/services (such

Figure 6. Modelling solutions within the B2B model of e-commerce.
Source: Own study based on (Ordysiński, 2007).
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as product description, parameters, price and delivery time) in catalogues viewed
by buyers. In the auction model, a selling company selects the most advantageous
offer among those presented (Ordysiński, 2007). Another basic division of trading platforms is related to the type of industries. According to this criterion, there
are horizontal (multi-sector) and vertical (designed for a single sector) trading
platforms (Szpringer, 2005).
The B2C model includes a series of transactions in which companies sell their
goods or services to consumers. This sale includes a very diverse group of products and services and is usually conducted in public online stores or on password-protected sites (sometimes using secure login mechanisms). Expressions
of B2C are therefore retail e-commerce (Maciejowski, 2004).
Online stores are based on the concept of an electronic cart called a configurator. This mechanism significantly improves the ordering process, as it provides
the customer with a quick and smooth buying process thanks to freely moving
around the catalogue while automatically placing the chosen products on the
order form (Szpringer, 2005).
A properly functioning e-commerce store, providing customers with a proper
service, should have a particular architecture containing at least the following
fixed elements:
• ordering mechanism (order and shopping cart, where customers
place goods or services they intend to purchase, with the possibility
of withdrawing from the whole or part of the purchase before the
final confirmation),
• electronic catalogue of goods and services, equipped with – where
appropriate, necessary and reasonable – as accurate as possible presentations of the offers and updatable current price lists,
• order management procedures, as individualized as possible for
each customer or group of customers (e.g. previous shopping list
suggestions or advance information about the product),
• software for storage facilities – to run and manage warehouses (applies to the material sphere, where necessary), and related logistics,
• software to organize supply systems to the customer (from postal
shipment to own transport and related price lists),
• access to a variety of payment tools (from cash and card payments
to electronic transfers),
• effective communication tools with customers to ensure their communication with the seller as well as institutions settling their mutual transactions,
• overall security system to ensure implementation without exposure
to unauthorized access (Chmielarz, 2007).
The C2B model maps commercial transactions between individual customers
and a company. It is different from the B2C model in that in this case, the customer determines the price of the product/service, and the company can accept
or reject the offer (Maciejowski, 2004).
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The merchant model brings together wholesalers and retailers, and its main
solutions include the following:
• virtual merchant model (virtual merchant/pure player) – a retailer
which operates independently on the Internet,
• merchant model combining virtual sales channels with traditional
channels (click and mortar/brick-and-click) – a traditional trading
post which also has a sales post on the Web,
• catalogue merchant model – the customer gets access to the product
catalogue on the Internet while the order is placed by mail or telephone,
• digital merchant model (bit vendor) – this sells only digital products
and services in its purest form, running both distribution and sales
exclusively on the Web (Rappa, 2010).
The manufacturer model is based on the option of direct outreach to the
customer, a method provided to manufacturers by the Internet. A manufacturer
offers its products/services directly to the customer, reducing the distribution
network. Possible solutions of this model include the following:
• purchase – the sale of a product in which the right of ownership is
transferred to the buyer,
• lease – in exchange for a rental fee, the buyer receives the right to
use the product under a “terms of use” agreement. The product is
returned to the seller upon expiration or default of the lease agreement. One type of agreement may include the right to buy upon
expiration of the lease,
• license – the sale of a product that involves only the transfer of usage
rights to the buyer, in accordance with a “terms of use” agreement.
Ownership rights remain with the manufacturer (e.g. software licensing),
• brand Integrated Content – in contrast to the sponsored-content
approach (i.e. the advertising model), brand-integrated content is
created by the manufacturer itself for the sole basis of product placement (Rappa, 2010).

7.3. Basic forms of organizing e-commerce
Conducting e-commerce business usually takes two basic forms, depending on
the distribution channels used:
• Click-and-Mortar Business – hybrid/indirect channel.
• Virtual Business – purely Internet/direct channel.
In the case of a hybrid channel, a company operates both online as well as in
the physical world. In this way, businesses try to combine the benefits of functioning in both these areas. Some examples include Barnes and Noble and Tesco. An important advantage of this form of sales organization is the fact that
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such companies usually already have a specific brand, strong customer base, sales
strength and resources to compete at a lower cost than entities that do not have
such facilities. Also, from the perspective of the customer, such entities provide
benefits, offering not only the opportunity to purchase the same products online
as well as offline, but also enabling customers to get to know the company’s offer
in the real world, thus eliminating one of the major drawbacks of shopping online
(Manzoor, 2010).
The use of a purely Internet channel means that a company exists only in
an online environment. These types of companies do not usually have any connection with a physical location. A prime example is Amazon. These types of
businesses use electronic catalogues to promote their products, have a very wide
range of products, and at the same time are able to maintain relatively low operating costs. An important advantage of this type of solution is the convenience
of shopping by consumers who do not need to visit a stationary sales facility; on
the other hand, the lack of any possibility to touch a product may be a serious
drawback (Manzoor, 2010).
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Introduction
The Internet, as a platform of communication, has affected many areas of life,
both personally and professionally. The evident crisis of confidence with regard
to traditional means of marketing communications has significantly altered the
ways in which consumers look for information that they consider to be reliable.
The new ways of acquiring knowledge include exchanging experiences with other
consumers, as well as using various types of electronic media to find answers to
various questions. Obviously, the desire to obtain information about products
was not the only factor which contributed to the popularization of social media, but this aspect is particularly important from the perspective of companies.
Thus, it seems reasonable to assume that companies should promote themselves
where their potential customers are, which makes social media a natural point of
contact between a company and its target consumers. By definition, a social network is based on the content generated by the members of the given community.
However, the increasing participation of economic entities in the structure of the
content published on social media means that this definition may require some
modification (Schaefer, 2014).
One of the most important distinguishing features of social media in relation
to other communication channels is the transition from unidirectional to multidirectional communication. Of course, interactions may be based on contact between an individual user and a company. However, the open formula of this type
of media means that other people can, for example, also join in discussions. This
evolution has created a need for even more carefully thought-out communication
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strategies, as inappropriate actions could have far-reaching negative effects (Evans, 2011).

8.1. The process of developing a marketing strategy
The use of social media for marketing purposes requires adopting a conscious
approach that will ensure the achievement of the company’s goals. A company
can use social media for marketing purposes in two ways. On the one hand, social
media can be a tool that will support individual members of the organization in
promoting the company; on the other hand, it can be an instrument supporting
the activity of the company as a whole. Each of the two approaches has both
advantages and disadvantages. If the marketing strategy is based on individual
people, it is possible to establish personal relationships and thus bridge the gap
between the company and the customer. In addition, it is possible to use the
specific skills and expertise of employees in order to lend credence to the professionalism of the company. Obviously, the main risk in this case is a situation in
which an employee ceases to represent a particular company. In turn, using social
media as a tool to promote the company as a whole has a significant affect related
to increasing brand recognition. This is important in the context of reaching the
widest possible audience. In this case, however, any possible shortcomings in the
marketing communication on social media may become permanently associated
with the brand. Of course, these two approaches can be complementary rather
than being used as alternatives. Regardless of the approach adopted, there are
seven elements whose consecutive implementation will help a company make
optimal use of the opportunities provided by social media. The seven stages involve the following activities:
• Planning
• Listening
• Participation
• Engagement
• Networking
• Connecting
• Management.
At the planning stage, the most important task is defining medium-term objectives, which determine the selection of the right tools and techniques. In the
long run, it is assumed that each company seeks to maximize profit. This is of
course a simplification, which, due to the scope of this discussion, disregards
aspects connected with, for example, CSR. In the case of these marketing activities, a variety of objectives can be set; for example increasing brand recognition,
increasing the customer base, building a specific desired image, reaching new
customers, or promoting goods and services. The formulation of such specific objectives necessitates selecting different media for contacts with customers. This
is because each networking site uses a specific set of tools, and different sites are
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popular among different groups of recipients. Social media comprise such categories as social networks, the blogosphere, microblogs, multimedia, geolocation,
social knowledge, forums, podcasts, online rankings and social bookmarking.
These categories are represented by a range of sites, whose operation is based on
the principle of creating and exchanging information by the participants. Thus,
it is the community of participants that is responsible for creating the content as
well as verifying the posted information. Companies that wish to be part of these
communities have to adapt to the accepted conventions.

8.2. The use of different social networks
The sites that nowadays play an important role in the marketing communications of companies include Facebook, Google+, LinkedIn, YouTube, Twitter and
Pinterest. A graph presented below shows the share of companies in the United
States which are active on various social networks. Facebook is currently the
most recognizable social network, and although a number of alternative versions
exist in different countries, they are all based on the principle of publishing user-generated content which reaches a group of friends. It is also possible to create company profiles on this site. Thus, companies can interact with consumers
through publishing all kinds of materials as well as providing publicly available
answers to questions asked by the network participants. A consumer can choose
to receive notifications from a particular profile, and a company can publish content which will reach its so-called fans. An increase in the number of profiles has
forced a change in the functioning of the site, and currently commercial entries
reach about 15% of the followers. The mechanics of the site’s operations make it
possible for companies to reach more people through the people who are already
registered with the profile, thus expanding the group of recipients. A number
of factors influence the dynamics of increasing the number of recipient. These
include, among others, the quality of the published materials in terms of both
their content and aesthetic form (Handley, Chapman, 2012). It should be clearly
stated that the content and form must be adapted to the target group so that the
group will consider it attractive and worth recommending to others. Facebook,
like any other website, is only a tool that can be used in a variety of ways. Attractive content can also strengthen brand recognition and foster loyalty among
consumers. The message must also be consistent with the values professed by
the organization and its desired image.
The basis of Twitter’s operation is the transmission of short messages among
a group of followers, which may also contain references to external content.
A key principle is conveying information in a concise and attractive way. If the
recipients believe that the content is interesting and worth forwarding, they can
in a simple way share it with their contacts. In this way, information can quickly
spread to people who have never had contact with the brand. This is to a large
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Figure 1. Social Networks used by companies of business executives worldwide.
Source: eMarketer.com.

extent based on personal branding and publicizing information about a company
by its employees.
From the point of view of a company, YouTube is a tool for publishing content
in the form of videos. Just like the networks discussed above, this medium is only
a tool, but one which can be used in a number of ways. A company which has
a YouTube channel can publish, for example, training materials, interviews with
the management or promotional videos. This tool is often used for publishing
controversial or surprising content, the purpose of which is to induce the desire
to share, for example, a given video with the community, or to comment on the
content and thus develop further interaction.
Another tool which uses a community to create content is Pinterest. In general, it is a site for collecting and organizing visual materials. In addition to creating
private libraries of materials, this tool is also used, for example, by companies
to visualise their portfolio or present other visually attractive content relating to
their business operations. Thematic consistency allows companies to reach people who are interested in a particular area. This is possible because of the system
of content presentation.

8.3. Building a community around a brand
The social networking sites presented and synthetically characterized above represent only a small section of the social networks in which a consumer can be
involved and through which a company can try to influence the customer. As
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mentioned above, marketing communication can utilize a range of available media, achieving a synergistic effect. However, a certain amount of consistency is
necessary because such activities are related to the considerable amount of time
put into the gradual building of a recipient group (Schaefer, 2014).
For each social network it is possible specify some parameters that can constitute the basis for performance assessment, also in the short term. The formula of
each of the networks determines the different possibilities for making comparisons and evaluating activities. Examples of such parameters may be, for example,
the number of comments on the published content; the number of negative or
positive assessments; the time spent on the site; the number of photos or videos posted by the group members; the number of pictures and videos for which
a participant was tagged; the number of fans; the number of viewings of a given
photo or video; the number of responses received to a request; the number of
followers; the number of redirects from a piece of material to a website; the number of entries in online forums and comments on public material; the number of
social networking sites on which a piece of material appeared; and the volume
of traffic generated by the published material with a related hyperlink. Both the
short-term and the medium-term goals must be consistent with each other.
The next stage in developing a strategy is the identification of the target group.
On this basis, it is possible to define certain behaviour patterns related to a specific group of consumers. This applies both to the social network popular with
a given group as well as the content that is likely to evoke interest among those
people. Assuming the right perspective should make it possible to decide on the
appropriate content of future communications and adopt a linguistic convention
that will achieve the desired objectives. Both in the case of company profiles and
in the case of personal accounts of the staff members, an important aspect is
becoming a part of this community. At the operational level, this can be achieved
through passive participation in various groups and tracking the activity of other
people or affiliated companies. Information collected in this way will help the
company to adapt to the culture of the identified target group.
In order for any marketing activities on social media to be effective, it is necessary to generate the engagement of consumers. Failure to include this element
in marketing communications may result in reaching a smaller number of people
with the message. The concept of social media, as has repeatedly been stated in
this chapter, is based on the transmission of meaningful and interesting content
to other users in the community. Therefore, the key is the domino effect, which
involves the assumption that each person will pass this information along. Such
a model for the functioning of social media also provides opportunities for small
firms, making it possible for them to reach a very large group of recipients despite
sometimes very small marketing budgets. This is because the key element is the
content as well as presenting this content in such a way as to attract the interest
of consumers. This interest can manifest itself in different ways, depending on
the social media used. On each social networking site it is possible to indicate
that some content is worth disseminating and promoting among other users.
Depending on the target group and the people who follow a given profile, such
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interesting content may be either a funny video or picture, information about
new products and promotions or, for example, an industry report prepared by
the company. What constitutes relevant content can be determined through an
analysis of historical data, which may help to discern certain patters on the basis
of past publications.

8.4. Generating consumer engagement
The publication of different content is only one element which a company has at
its disposal and which makes it a part of social media. Social media is based on
two-way communication so it is important to interact directly with users. This
reduces the distance between the company and the consumer, and helps consumers develop a kind of intimacy with even the largest company, because on social
media they are treated on a par with all other users (Scott, 2015). Such interaction can involve taking part in discussions about the content published by other
users either in the form of comments or in the form of questions. It is particularly
important for companies to answer the questions which consumers ask because
avoiding difficult questions may result in a negative image of the company among
the participants of the community (Sadowski, 2013).
Being active on social media allows companies to not only deliver their marketing message to a large audience or build long-term relationships, but also to
use the other network participants as brand ambassadors. This means that the
activity of a specific user is visible to other members of the community. Therefore, expressing positive opinions about a brand and all kinds of other similar
actions help build a positive image of the company among the other users. This is
because it is generally assumed that consumers are more likely to trust the words
and actions of other people than the marketing content generated by a company.
The effect is even more significant if, for example, through personal acquaintance
one has a better knowledge of the person who expressed an opinion about a given
company or one of its products.
Reaching a larger audience is possible not only through generating and publishing different materials, but also through active participation in, for example,
discussions. Interesting and meaningful comments may prompt a potential customer to become interested in the brand and consequently develop a permanent
relationship with it.
Social networks offer companies a range of marketing instruments which enable them to buy a service that promotes the company among a select group of
recipients. This may involve promoting specific content or promoting the profile
of the company as a whole. In some cases it is possible to precisely determine the
target groups for such advertising content. Bargaining can be based not only on
such demographic aspects as gender or place of residence (and the exact location
where a user logs into the application), but may also take into account behavioural elements. Behavioural bargaining relates to transmitting advertising content to
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users based on their previous activity, which indicates the areas of their interest.
Analysing the activity of users allows companies to direct their marketing message to, for example, people who have recently been in a restaurant belonging to
a competitor. It is also possible to seek for customers by looking at their current
fans and selecting people with similar user profiles and targeting them with marketing content (Rohrs, 2014).
Creating a group of recipients on social media, however, is not only limited to
activities in a particular network. In order to achieve synergism, it is possible to
promote the profile of a given brand on a social networking site through the company’s activities in other fields. This may be activities in virtual space, but also,
for example, by encouraging bricks-and-mortar customers to connect with the
brand on social media. Encouraging a current customer to follow the company’s
activity on a social networking site may strengthen their attachment to the brand
and help build a lasting relationship. Through, for example, liking a company’s
profile on Facebook, the customer by default agrees to receive information related to the brand (Kawasaki, Fitzpatrick 2014; Didner, 2015).

8.5. Knowledge about the recipient on social media
In order to maximize the effects of communication on social media, particular attention should be paid to the management of the company’s profile. This means
not only updating it on a regular basis and answering all the questions that are
posted, but also analysing and drawing conclusions from the activity of current
subscribers. Social media which enable companies to create their accounts are
also sources of data that companies can use to optimize their operations and
improve efficiency. As regards the two leading social networking sites used in
a business context, namely Facebook and Twitter, information that can be used
for this purpose is available free of charge.
Facebook collects a wide range of statistical data relating to user activity on
company profiles as well as the posts published by companies. It is possible to
obtain demographic data about the fans of a given profile, such as their gender,
age, as well as the country and city in which they live. This data can also be
obtained in relation to specific posts in a recent period of time. From the perspective of the company, information relating to different types of posts and the
user activity triggered by them is also very important. In the context of this social
network, user activity is understood as the number of people to whom particular
content was shown, the number of hits, as well as the number of likes, comments
and sharing; features which are specific to this site. This kind of information can
provide important clues with regard to future posts. Another type of data that
can be used in order to achieve better results is information relating to the times
when the fans of a given company’s profile are present online, both in terms of
days of the week and specific hours. This may help the company to better plan the
timing of future posts. Such information can be used to reach the largest possible
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number of the firm’s fans and select such content and form that are the most
desirable and attractive from the perspective of those fans. This is very important
because the activity of a company’s fans opens up the possibility of reaching
more users without the need of incurring additional advertising costs.
Twitter also provides a free tool for analysing data relating to the activity and
actions of users. Just like on the social network described above, it is also possible on this site to obtain general statistics with regard to the number of hits and
the level of user engagement, including retweets, which are a characteristic feature of this site. In addition, the account administrator has access to data on the
people who were the most active and a list of the most influential followers. An
important feature of this site is also access to data relating to the areas of interest
of the followers of a given profile. Equipped with this information, the company
can adjust the content of its messages in order to generate even more interest.
Appropriate analysis of the data available on each of the social networking sites
can help companies develop strategies that will be adapted to their actual customers. As a result, companies will be able to achieve even better results by
optimizing the timing, form and content of its communications on social media.
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Introduction
Increased competition results in far-reaching changes in the electronic commerce
market. In making purchasing decisions, the consumer is not limited to a single
supplier of the product. Ease of movement between vendors in the virtual world
and comparing their offers contributes to the intensification of the need to create
value for the customer. This value is understood as the total range of benefits
received by the customer. The total range of benefits is a composition of values,
which are related to the costs borne by the customer and the price at which
a transaction occurs. However, the customer also bears non-financial costs related to the transaction, including for example the cost of acquiring and processing
information, or costs related to the consumption itself (Doligalski, 2013). An
important aspect of the value for customers is the risk perceived by them. In the
context of purchasing on the Internet, one can identify the following dimensions
of risk (Featherman, Pavlou, 2013):
• Performance risk – the difference between expected and actual quality based on the customer’s perceptions that are shaped, among other things, on the basis of the information contained on the website.
• Time risk – the total amount of time that is needed to make a choice
and execute an order, including the time connected with the possibility of failure, that is if a decision to purchase is not made, or a given product is not received, in spite of completing the transaction.
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• Financial risk – related to the fear of incurring additional costs which
the consumer had not previously been aware of, or by a seller not
fulfilling their commitment despite receiving payment.
• Psychological risk – the psychological state of the consumer resulting from the need to make a decision and anxiety as to whether their
choice was correct.
• Privacy risk – a consumer’s fear relating to transferring confidential
and personal data which can be used in an inappropriate way.

9.1. Customer value in objective and subjective terms
The concept of value in respect of the customer can be identified in different
ways. On the one hand, it is possible to identify the customer as a resource of the
organization and to evaluate this element in the context of value. A development
of this concept is an attempt to manage customer value. It can be assumed that
the customer brings some kind of value to the organization, the value of which is
the sum of streams. This means that the consumer through a variety of actions
delivers value to the enterprise, becoming its value themselves. This objective approach is based on the assumption that the customer contributes not just money
through, for example, payments for products and services, but also, for example,
the feedback related to needs, opinions or advice, as well as the time necessary
to familiarize themselves with the offer or come to the store. Another important
element that is a manifestation of the value contributed by the customer is their
emotional involvement conveyed through all kinds of expressions of attachment
as well as positive opinions about the product. It is also related to attracting other
consumers by sharing experiences with other potential buyers. This translates
into not only elements related to branding, but also directly or indirectly into an
opportunity to shape the company’s value. The importance of these elements
manifests itself in an attempt to manage this value.
An alternative perception of the customer is a subjective approach. From this
perspective, the aim of a company is to provide the greatest value to the customer.
This can be achieved by generating the greatest difference between the total benefits and the costs borne by the consumer, both in terms of the price and beyond,
taking into account the risks described above. Szymura-Tyc (2006) points to four
stages in creating such value: defining, shaping, communicating, and delivering
value. At the defining stage, decisions are made relating to the composition of
value in relation to the target group. The next step is to create customer value
through actions aimed at optimizing and improving the functioning of processes
related to the economic activities of the company. At the communication stage,
customers are provided with content indicating the implementation of the supplied values. Certain promises are formulated which are used as a basis for customers in their decision-making. The image of a company and its associated specific values are created. These actions are on the one hand intended to position
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the company, and on the other, to build confidence among consumers. The last
step is providing customers with value, that is offering products and doing so in
a previously specified manner. At this stage of economic activity, the previously
communicated promises are fulfilled. According to the author, an additional stage
should be specified, preceding the above one, characterized by identifying value
from the perspective of the target group. Such an approach would allow taking
into account the diverse needs and expectations of customers in different industries and segments. One should be aware that the implementation of additional
measures might not be identified by customers as an increase in value. Based on
the identified areas of shaping value, what the company wants and is able to provide to the customer should be defined as a value. The purpose of the company is
to undertake activities aimed at eliminating any constraints that may negatively
affect the perception of value.

9.2. The life cycle and value for customer
The perception of value can vary, depending on the level of relations between the
customer and the company. The variability of these relationships is depicted in
the life cycle model described by Blattberg, Getz, and Thomas (2004), which can
be adapted to e-commerce customers. The chart below graphically illustrates customer life cycle. The names of the stages correspond to the general characteristics
of customers at each stage. The life cycle consists of 5 stages: (1) prospect stage,

Figure 1. Customer life cycle in e-commerce – (1) prospect stage, (2) first-time buyer
stage, (3) early repeat buyer stage, (4) core customer stage, (5) defector stage, (5`)
customer as ambassador.
Source: own study.
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(2) first-time buyer stage, (3) early repeat buyer stage, (4) core customer stage,
(5) defector stage. As a result of the development of technology, it is possible
to indicate an alternative stage in the life cycle of the customer (5`), that of an
ambassador. At each of these stages, the needs and concerns of consumers, which
affect their level of satisfaction and their identification of the value perceived, are
diversified. It is therefore appropriate to analyse the possibility of creating value
in response to the specific needs for each stage separately.

Prospect stage
During the first contact with a website, regardless of whether it is an online store
or another trading platform, the consumer must be convinced that the offer presented on the website meets their expectations and that the website as a whole
corresponds to their needs. Regardless of the source of the visit, whether it was
through, for example, context advertising in search results, or paid advertising
graphics on the Internet, or by directly entering a URL in a web browser, the
customer must be convinced that they came to the right website and it can be
assumed that they will not leave the website within a few seconds. Otherwise, it
would mean that the traffic generated to the website disproportionately affects
the opportunities to increase revenue. The reasons for this could be traced to
improper positioning of the site, or, for example, reaching the wrong group of
prospective customers. Another potential problem is that the content presented
on the target site to which consumers are redirected improperly communicates
the object of the site’s activity. Abandoning the website, as such behaviour of
prospective customers can be described, is associated with the fact that within
the first few seconds a scanning process is performed and the consumer intuitively decides whether to stay on or look for a competitive offer. When a company is
certain that their potential customers are the right audience, it should consider
whether the content and manner of its presentation on the homepage are correct. Of course, there are technical limitations that affect the rejection coefficient
(bounce). An example of this may be when a user becomes impatient that a page
loads slowly and this may cause their reluctance to acquaint themselves with the
offer. This may be due, on the one hand, to the speed of the Internet available to
the consumer, and on the other, the server parameters that determine the speed
of the page load. In order to address the problem of high levels of bounce it is
possible to implement a qualitative test based on displaying a site to a respondent
for a few seconds. After this time, the respondent provides information on the
nature of the company’s activity as well as any thoughts that they had based on
this brief contact with the website. Another important aspect at this stage of the
customer life cycle is the ease of use of the website. Website usability is important at every stage of the customer life cycle; it is, however, particularly important
in the initial phase of using a website. Website usability can be viewed through
elements such as (Szydłowska, 2013) the ease of assimilating the system’s operation and handling basic functionalities; the efficiency of the site’s design; elim-
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inating possible errors; possible adjustments; and overall user satisfaction with
using the site. With regard to online stores, it is particularly important to facilitate navigation on the website and provide a structure of categories that is understandable for the consumer and facilitates access to the desired information.
Value for the customer will be provided by those online stores that will enable the
customer to easily and quickly reach the product sought, see a description of the
product and receive information about the full costs to be borne by the consumer
to purchase the product. In order to achieve a satisfactory level of usability, it is
possible to carry out various kinds of consumer studies. In the context of product
categorization, techniques are used in which customers can group the content
on the site at their discretion (Goodman et al., 2012). Using this technique, it is
possible to assign a particular product to a category in which consumers will look
for it. This technique has two variants. In the first variant, the consumer has the
category names already defined; in the second, the consumer has greater flexibility in terms of the number of categories and their names. As a result, it is possible
to create a specific architecture of information on the site that corresponds to the
expectations and needs of the target group. In order to identify any problems consumers experience on the site, there are helpful techniques based on participant
observation. The subject is asked to organize specific tasks while being observed.
This makes it possible to identify the problems which the consumer encountered
in the implementation of a given task. It is important that the consumer has an
opportunity to verbalize their thoughts because comparing their actions with
their intentions helps to obtain a clearer picture of the situation.
The first-time buyer stage is determined by consumers’ perceptions of the offer as attractive; perceptions of the product as valuable and meeting their needs,
as well as a sufficient level of confidence in the seller. Only the coexistence of
these elements leads to consumers’ willingness to purchase the product from
an online store. At this stage, the information provided by the company on its
website is particularly important. Information relating to the characteristics of
the product and its specificity should take into account all the parameters, in case
the consumer is interested in analysing them. The material can be enhanced with
graphics and audio-visual materials. When purchasing products remotely, this is
an important aspect since it allows the consumer to visualize a given product. The
scope of information depends on the nature of the product and its importance for
the consumer. When making decisions relating to certain products, value for the
user may be the ability to compare the product of their choice in a single page
view. This will allow them to make a choice on the basis of similar parameters,
regardless of whether the choice is based on selecting a product which will meet
all the customer’s minimum requirements, or which will have the best values of
the parameters that are crucial for them. A transparent way of presenting information concerning the products helps to eliminate the risk of consumers making
wrong decisions. Another aspect at this stage of the consumer life cycle, which
the company can influence to create value for the customer, is to build trust in
relation to the seller. Shaping the image of a company and building confidence
is possible, for example, by publishing full contact details on the website. In the
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case of e-commerce, when making remote purchases in a somewhat impersonal
way, the consumer may expect that in case of any difficulties or ambiguities they
will have the opportunity to get in touch in an alternative way than through the
website. This builds the credibility of the website, indicating that it is not managed by a private individual who is not engaged in economic activity, but by an
entrepreneur or a business entity. The credibility of a company can also be built
on the basis of the available references and opinions of other customers who have
already used the company’s offer. For some customers it will also be important
whether the company sells only via an online sales channel, or whether it also
operates in other trade formats. Other aspects to be considered are statistics
relating to how long the company has been on the market, and the number of
customers or the number of transactions completed in a recent period, as well
as information relating to the company’s membership in relevant associations or
certificates confirming the quality and reliability of the enterprise.

First-time buyer stage
At the transaction stage, the process of ordering and paying is important. In the
case of marketing material products, access to information related to the shipment of goods and the costs related thereto should be intuitive and easy to understand. Increasing the range of possible forms creates a situation in which the
consumer can choose such a form of delivery that will provide significant value
for them. The transaction is a sensitive point in e-commerce. This is particularly
important in situations where there is no direct contact with the customer; therefore identifying the causes of shopping cart abandonment can help to eliminate
restrictions that negatively affect the perception of value by the consumer. The
various aspects connected with shopping cart abandonment in an online store
are difficult to identify on the basis of theoretical considerations. It is possible,
however, to conduct a survey among users who are trying to leave a website at
the stage of placing an order. The system can automatically identify such a person
and could post a message inviting them to participate in a survey. The most common causes include (Bolton, 2015) insufficient transparency of costs, too complicated buying process, insecurity regarding the data necessary for the transaction,
unclear terms for returns, rejection of the payment by an intermediary financial
portal, or lack of information about the date of delivery. Apart from these problems, on which the retailer has a direct impact, there are also reasons relating to
the consumer, such as changing the purchasing decision or an unwillingness to
make the purchase. In this case, the possibilities of the company are limited and
concern mainly trying to build a positive image of the online store, so that even
if the consumer decides not to make a purchase, they return to the site. Offering
support at the decision-making stage may be important, whether in the form of
a hotline, a chat allowing direct contact with an employee, access to the shop’s
forum or viewing answers to frequently asked questions.
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Early repeat buyer stage
The next customer life cycle stage depends on how the first order was executed. If the goods were not as described or further stages of the transaction were
problematic, the consumer has limited confidence in the website. In a situation
when everything went well, the customer’s sense of risk was in some respects
diminished, but not completely eliminated. If, when making an order, the consumer agreed to the processing of their data for marketing purposes, there is the
possibility of sending marketing information related to the shop’s offering to
them. They can receive information about new products or current promotions. If
the customer does not respond, it is possible, for example, to provide them with
a discount coupon, which will affect their perception of the value of the online
store and be a direct incentive to make another transaction. Modern technology
makes it possible to link the content of adverts presented to a consumer with
their earlier activity in the online shop. Such actions, referred to as remarketing,
involve, for example, presenting the products which a given customer viewed
at the online store in the form of advertising banners (Berke et al., 2004). It is
important to try and eliminate those elements which, potentially, may negatively affect the customer’s perception of value. Through proper customer service,
efficient execution of orders and an attractive offer in comparison with the competition, customer loyalty is built, and it is possible to tie the customer to the
company by providing them with the desired value.

Core customer stage
Customers who regularly make orders at a given online shop are loyal customers.
Of course, systematic purchases are not the only manifestation of loyalty, but
this element is important from a financial perspective. Although customers at
this stage are also sensitive to possible disparities between the expected and received value, due to their experiences in cooperating with the company, any negative situations can be identified by them as incidental. Establishing long-term
cooperation indicates that the benefits the consumers receive are generally at
a satisfactory level. However, one should strive to eliminate any deviations from
the norm. In the context of building commitment, it is possible to use historical
data, for example, to create personalized offers sent electronically on the basis of
the existing order history. Based on this data, one can attempt to infer the buying
habits and recognize possible needs that may arise; for example from the fact that
the stock of a previously purchased product may be running low. Value for the
customer in this case may be delivered by establishing a personal relationship
and by assigning to a customer an assistant who will remotely solve any emerging
problems or concerns.
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Defector stage
The defector stage is based on the customer’s desire to end the relationship with
the company. The company may try to make active efforts to prevent such a situation. A condition for the effectiveness of such actions is a proper identification
of the causes that led to such a situation. These may include changes in consumer
preferences, their wealth, the actions of competitors, or problems encountered
when making a previous transaction in the online store. Each situation requires
an individual approach in order to understand the essence of the matter. Based
on this knowledge, it is possible to adjust the value offered to the value expected.

Customer as ambassador
The above five stages of customer life cycle, due to the rapid development of communication tools and the available technology, can be expanded by a dimension
which to an even higher degree engages the consumers in a relationship with
the company. This stage can be described as the ambassador stage. However, the
role of an ambassador can be viewed in two ways. These are based on using the
consumer’s knowledge and past experience. It is possible, for example, to use
a customer’s image and their declared support on social media by promoting an
online store among the consumer’s friends. Another example is preparing some
marketing content; for example in the form of video reviews which add credibility
to the value provided by the product.
The tools and techniques discussed above can significantly affect the perception of value by customers. It is important, however, to be aware of the different
expectations which affect value from the perspective of buyers. On the one hand,
electronic commerce restricts the possibility of creating personal relationships
with the customer; on the other hand, however, because of the availability of
data relating to the activity of customers on a shop’s website, companies are able
to more accurately understand customer’s needs and eliminate those areas that
limit the delivery of value.
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Chapter 10
Metaphors as a teaching tool
and conceptualizing means
Konstantin Khomutskii
Konstantin Khomutskii: Lecturer at the National Research University – Higher School
of Economics in Moscow

Introduction
The current paper focuses on the use of metaphors and metaphorical models in
conceptualizing the process of education on the example of learning English as
a second language. The author considers conceptualizing the process of teaching
English as a second language through metaphorical mapping and also explores
some metaphorical models that help students to acquire certain language skills.

10.1. Conceptual Metaphor Theory (CMT)
The revolutionary work ‘Metaphors we live’ by G. Lakoff and M. Johnson has
transformed not only linguistic views on metaphor, but has also led to a considerable revision of the cognitive processes in human mind. It showed that it is
possible to cognize almost every sphere of human activity (target domain) and
categorize it in terms of another (source domain). Lakoff and Johnson classic example of ‘Love is a journey’ helps to understand the abstract feeling through the
ordinary and, in modern world, rather routine activity, where lovers are depicted
as travelers, or heartbreaks as car crashes.
Education is an integral part of human social life which is inextricably connected with the processes of learning, explanation, understanding and cognition.

110

Konstantin Khomutskii

In the course of lectures and seminars teachers have to keep the audience alert
and interested, which is usually achieved through a number of techniques, where
the use of metaphors is probably one of the most effective ones. However, metaphor might be regarded not as a trope for expressive speech, but also as a comprehensive means for studying notions and acquiring essential academic skills.
The application of Conceptual Metaphor Theory (CMT) in the pedagogical context might be divided into two main spheres of research: cognitive semantics of
metaphors and pragmatic use of metaphors. The former studies the reflection of
conceptual picture of the world by the participants of educational process, i.e.
how teachers, students and administration conceptualize educational process,
and the later examines the efficiency of the use of metaphors while explaining
material to students and learners.

10.2. Conceptualizing English learning process
Ward (1996) examines the process of adult higher education through three basic
metaphorical models: education as “filling a container”, education as “manufacturing process”, and education as “travelling”. The first model underlines the
learner’s passivity and high pressure on a teacher as (s)he is a key element of
the unidirectional act of education, where a teacher has to be aware that his/her
students understand the material in the same way as it is explained. The second model gives a student a little bit more ‘freedom’ as students manufactures
a product by themselves using the tools provided by a teacher, but still students’
needs are ignored because they do not choose ‘end product’, it is done by administration. A free role of a student is observed in Ward’s third model (education
as ‘travelling’), where a student sets a goal (i.e. final destination) and reaches
it through the individually organized curriculum (i.e. itinerary), passing exams
(i.e. checkpoints), and accompanied by a teacher (i.e. an experienced guide and
a companion).
Pierson (2008) correlates Ward’s three metaphorical models in higher education with approaches applied in Teaching English as a Second Language
(TESL). Therefore, Pierson argues that “filling container” model corresponds to
the Grammar Translation Method, which dominated from 1840 to 1940, where
a student has to memorize lists of rules and facts so that to translate texts, thus
accentuating the passive role of a learner. ‘Manufacturing metaphor’ could be
easily linked with the Audiolingual Method (ALM), which is based on structural
linguistic theory, contrastive analysis and behaviorist psychology. Thus this approach highlights a ‘freer’ role of a learner, which in its turn helps him\her to
acquire a foreign language more efficiently. Pierson associates education as ‘travelling’ metaphorical model with the Communicative Approach to teaching and
learning a foreign language. He states that ‘such methodology appealed to a more
humanistic technique in which interactive communication processes were emphasized’ (Pierson, 2008). Finally, Pierson suggested that the further research in
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the sphere might be focused on the exploration of metaphorical models applied
in TESL.

10.3. Football as a source domain for metaphorical mapping
Grady (2007) points out that the most important notion of conceptual metaphor
theory is mapping, a term borrowed from mathematics, which refers to systematic metaphorical correspondences between closely related ideas. Exploring the
metaphoric models applied in TESL within the Communicative Approach and
observing and analyzing teachers’ practices, including my own experience, I have
been actively using mapping and have drawn up a few metaphorical models that
might be used to explain better learners’ and teachers’ roles in the educational
process and all the corresponding aspects. One of these models is ‘Teaching English is football training’. Table 1 shows how notions from TESL aspects (target
domain) might be conceptualized through the football notions (source domain).
This model is a good match to the Communicative Approach in foreign language learning process, as it highlights the active role of a learner. Football is
a team sport which requires interactions among all the teammates and a manager. Without teamplay it is impossible to win even a single game, not to mention
a championship or a tournament. Likewise in foreign language learning it is futile
to learn hundreds of rules, words and expressions without actually using them
in real communication.

10.4. Teachers and learners football metaphors
If we broaden our view on the above-mentioned model in terms of development
and progress, we come up with the second model which can be named as following ‘learning English as a football career’. This model comprises not only all
Table 1. Teaching English as football training model.
TESL
Class
Teacher
Teaching assistant
Learners
Lessons
Curriculum
Learning material (student books; workbooks; dictionaries; extra handouts)
Source: Khomutskii 2016.

Football
Football club
Club manager
Assistant manager
Footballers
Trainings
Training schedule
Football equipment (balls; speed ladders;
markers; passing arcs; bibs; mannequin )
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the aspects involved in the educational process i.e. teachers, students, learning
material, curriculum etc., but also highlights the development and changing roles
of both: a teacher and a student.
In Russia most pupils start to learn a foreign language (English is the main
one) in primary school, which in terms of football career ladder can be mapped
as a football club youth academy. Pupils start with simple activities like reading,
learning some basic vocabulary and grammar forms in a form of a game mainly,
they also try to communicate in English in classroom when it is possible. The
same process happens when a boy or a girl joins a football youth academy. They
start with basic skills like passing, running and simple shots. Then a pupil goes
to a secondary school, i.e. a reserve team of a football club, where (s)he begins to
acquire more complex grammar and vocabulary items with lots of drilling activities, does extensive listening and speaking practices, improve reading skills and
increases writing level competence thus preparing oneself for high school. Likewise in a reserve team a young player has to train a lot in order to first, develop
the skills (s)he got in a youth academy and, secondly, to gain new ones like tactics,
ball possession, offside trap, pressing, dribbling so as to anticipate the future promotion to a senior team. Studying English at high school students are expected to
master their language level and communicate in English well in familiar and unfamiliar situations, alongside with sharpening advanced grammar and vocabulary.
Being promoted to a senior team players have to meet requirements of first team
football and work hard during trainings to be in a starting line-up.
The role of a teacher-manager varies as students-players pass through different stages of school-football career ladder. In primary school as well as in a youth
academy the main goal of a teacher-manager is to support the interest to the subject, i.e. English and football correspondingly. The key to success here is not only
the various language-football skills and experience that a teacher-manager might
possess, but mainly knowledge of methodology and the ability to support young
learners-players, a teacher-manager is regarded as a phycologist. In secondary
school, as well as in a reserve football team, a teacher and a coach in turn should
take the role of a planner, i.e. organize lessons-trainings carefully and give them
as much knowledge-skills as possible keeping in mind the ultimate result they
want to achieve – to prepare their ‘fosterlings’ for a high school or a senior team,
where we might observe another transformation of teacher-manager’s role. Here
(s)he is an experienced mentor who knows everything about the subject all the
peculiarities of if-clauses use, for example, or all the pros and cons of the tactic
with one striker and two insides, (s)he leads his\her team to the final game –
school leaving exam. The Table 2 summarizes the description above.
Table 2. Teaching aspects through football aspects.
School
Primary school
Secondary school
High school
Source: Khomutskii 2016.

Team
Football youth academy of a club
Reserve team of a club
Senior team of a club

Teacher/manager’s role
Phycologist, supporter
Planner
Mentor
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10.5. Teacher at Higher education as a head coach
of a national football team
In Russia the process of learning a foreign language does not end with school
graduation. Two first years of higher education also include a foreign language as
a compulsory subject regardless of students’ major. Here it is difficult to continue
mapping the metaphorical model ‘learning English as a football career’, but we
can still recognize some features common to teacher and football coaching staff.
Before mapping metaphorical models concerning the role of a teacher at universities, we should outline some basic differences between learning English
at school and higher institutions. First of all, at most universities students are
taught some specialized courses like English for Specific Purposes (ESP) and
English for Academic Purposes (EAP). The focus is shifted from grammar and
general vocabulary, as it was at school, to skill-oriented approach, which is aimed
at acquiring some skills in the sphere of professional communication and some
academic writing skills. Secondly, the number of academic hours is three times
less at University than at school, from six academic hours to two correspondingly. Therefore, the process of managing class is changing: teachers are to give
general instruction how to do the task, omitting detailed explanation and ignoring thorough explanation of grammar and vocabulary due to the scarce of time
available. This also leads to the change in classwork and homework balance, at
university the latter prevails over the former.
So the shift towards skill-oriented approach and the change in the class management process has led me to the following metaphorical model of a teacher of
English at University. If at high school classes (s)he is considered to be a football
club manager, at university (s)he matches more to the role of a head coach of
a national football team. A coach of a national team is assign to attain a certain,
specific goal i.e. to qualify for the World Cup, for instance, which correlates with
specialized courses of English conducted at universities. Moreover, a head coach
is also limited with time (s)he could spend with the team, as a team gets together
just a few days before the game, so the task here for a head coach is to explain
the main principles of tactics, not paying considerable attention to footballers’
physical conditions or their skills like passing, dribbling, heading, as they should
be formed in clubs players play in.

10.6. Metaphorical models in Academic English
Metaphors cannot only be used to conceptualize educational process, but also
to explain some ideas and notions of a more abstract target domain through the
notions of a source domain which presumably students are more familiar with.
The course of Academic writing in English according to the interviews with my

114

Konstantin Khomutskii

first-year students is probably one of the most challenging courses at University
due to the fact that at school pupils are not taught to write in academic style even
in their native language. So teachers of English face here double challenge as they
have to clarify the differences between academic and non-academic writing styles
and also to explain the divergences between traditions of academic writing in
a native language and those of English.
The problem I was faced with was the following: while discussing the structure of an academic essay students struggle to understand the notions of general statement and thesis statement
which they encounter in an introductory part of
an essay. However, the problem was elevated by
the example from the course book “Writing Academic English” by Alicia Oshima and Ann Hogue
there the authors use a metaphor a funnel to introduce to the notions of general statement and
thesis statements (see Figure 1).
Another interesting case of employing metaphorical model occurred while preparing stuFigure 1. Funnel introduction.
dents for international English test (IELTS). The
Source: Khomutskii 2016.
main issue of this test in the section of Reading
is that you have to process three rather long texts
(each contains approximately 700–1000 words) spending 60 minutes in total.
Even advanced students face the problem of time management and the misused
strategy, as many of them just simply start reading a text as if they read a book
for pleasure. They forget about time and a special set of actions to be done while
reading a text in an exam: read the title and subheading, skim the whole passage,
read questions and underline keywords, scan the passage and find the right answers. Here the following metaphorical model can be used in order to form the
right approach to the ‘text-cracking’ challenge – ‘reading a text is shopping for
food’. I give students the following input ‘Imagine that you have just been told
that this evening you have five guests for dinner. You have one hour to do all the
necessary shopping at the nearest supermarket, which you have never visited
before’ (see Table 3).
Thus, following this simple metaphorical model, students get aware of the
right approach to tackling the text and understand that it is possible to fill your
trolley within one hour. To show the contrasting result I usually draw them a picture of using ‘pleasure reading’ approach: you calmly walk around the supermarket having no idea where everything is, you have no shopping list, you come
to one aisle look at the products on a shelf, take one item, examine it carefully
(packaging, best-before-date, ingredients etc.) and put it back because you do not
know whether you need it or not for today’s evening dinner.
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Table 3. Reading a text is shopping for food model.
Reading a text
Reading the title and subheading
Skimming the text
Underlining keywords in questions
Scanning the text for the right
answer
Writing the right answers into
the answer sheet

Shopping for food
Finding out what you can buy in the supermarket
Studying the layout of the supermarket
Making a shopping list
Moving fast through the aisles looking for the
products
Putting chosen products into a shopping trolley

Source: Khomutskii 2016.

Summary
Education is another fruitful sphere for metaphorical conceptualization. The aspects of teaching a particular subject can be metaphorized, thus making it easier
to understand the process of teaching itself, the goals that learners and teachers
want to achieve and the roles of the participants involved. On the examples of
Teaching English as a Second Language it is now quite obvious that metaphor
serves not only as expressive means, but could also be regarded as a tool for explaining complex material or as scheme explaining how to use some skills. The
further exploration of the use of metaphorical models in other discipline seems to
be promising and cross-discipline studies will help to reveal general metaphorical
models which might be applied in various subjects. However, there is a chance
to track down the use of specific metaphorical models that will be working well
within one academic discipline and fail to function in the other.
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