This is an Author Accepted Manuscript version of the following chapter:

ANGELONI S. (2022). A Systematic Literature Review of Profit Models for Online
Marketing Channels. In Martinez-Lopez F. J., Martinez Luis F. (Eds.), Advances in
Digital Marketing and eCommerce, Third International Conference, 2022, pp. 83—
92. Springer Proceedings in Business and Economics. Springer, Cham. ISSN (Print):
2198-7246. ISSN (Online): ISSN 2198-7254. ISBN 978-3-031-05727-4 ISBN 978-3-
031-05728-1 (eBook)..

reproduced with permission of Springer.
The final authenticated version is available online at:
https.//doi.orqg/10.1007/978-3-031-05728-1.



https://doi.org/10.1007/978-3-031-05728-1




A Systematic Literature Review of Profit Models for Online Market-
ing Channels

Silvia Angeloni

Associate Professor of Business Economics
University of Milano, Italy

silvia.angeloni@unimi.it

Abstract. During the last years, studies on analytical models in the field of online market-
ing channels have gained the attention of researchers along with the increase in the variety
of alternatives that firms can access to market globally and improve their profits. A system-
atic review methodology was employed to screen the studies proposing profit models on
online marketing channels and to identify research gaps in this area. The findings show that
the comparative analysis of profitability of different online marketing channels was under-
explored. Since most studies consider specific advertising forms in isolation, they offer lit-
tle guidance for driving budget allocation decisions under budget constraints. Therefore,
this study suggests the need of new analytical models to meet a gap in the literature and to
adequately account for a variety of digital channels that firms usually rely upon to increase
their profits.
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1 Introduction

The pervasiveness of the internet and the proliferation of online users have created
new challenges for the success of businesses. With people increasingly using the
internet to access product information and make purchases, more and more firms
employ online channels to reach new markets and new customers. Online market-
ing channels include “any e-marketing campaigns or programs, from search en-
gine optimization (SEO), pay-per-click, and affiliate, and email, banner to latest
web related channels for webinar, blog, micro-blogging, RSS, podcast, and Inter-
net TV” (Malhotra, 2014, p. 2). Hence, companies have a wide array of options to
pursue their promotional strategies in a digital context, even though their relative
effectiveness remains uncertain.

In today’s economy, marketing is mostly carried out digitally by using websites,
social media platforms, blogs, and other online channels, although synergies be-
tween traditional and online media should not be undervalued. Indeed, the variety
of channel formats is highly suitable for attracting today’s customers, who seek in-
formation in traditional, online, and mobile channels simultaneously, although the
risks of cannibalization should not be overlooked (Zhang et al., 2021).



The design of profitable and effective campaigns is one of the key research issues
in digital marketing. Interestingly, with the dramatic increase in internet users and
web advertising options, the academia has shown a growing interest in analytical
models able to better understand how certain variables can impact sellers’ profits.
A systematic review of studies on analytical models for online marketing channels
has been carried out to understand their scope, challenges, and limitations. This
analysis is relevant to understand to what extent studies on online marketing chan-
nels implemented models to support firms and marketers in their decision-making.
Specifically, the objectives of this study are the following: first, to review and crit-
ically analyse the extant research on analytical model for comparing the profitabil-
ity of competing online marketing channels; second, to identify possible research
gaps that provide fruitful avenues for future research.

2 Methodology

A systematic review methodology was employed, because it is an appropriate
method to identify, select, and critically analyse the extant literature in a rigorous,
transparent, and replicable manner, leading to robust insights in the reviewed re-
search area (\Vrontis and Christofi, 2019).

The research question inspiring the systematic review was formulated after having
confronted the first proposal and ideas with the academic and industry experts
who attended several conferences and workshops on marketing issues. In the light
of this process, the research question was formulated as follow: how, or in what
way, has research on online marketing channels evolved as an area of study to im-
prove the firm’s profit? This research, based on the specific questions, defined the
criteria for including and excluding studies in the review, and the search strategy
for identifying relevant studies. Studies were included in the review if: 1) they fo-
cused on online marketing channels; 2) they accounted their effect on firm profit.
Moreover, the analysis selected the studies which examined the problem from the
sellers’ perspective, excluding those which focused their attention exclusively on
the performance optimisation for search engine providers or platform owners. Fur-
thermore, the analysis considered only academic articles, while it excluded other
publications such as book chapters and conference papers, as well as academic ar-
ticles not published in English. Figure 1 illustrates the applied review process.

The systematic search was conducted using the databases of Business Source
Complete, ScienceDirect, and Emerald because of their comprehensive journal
coverage of the business field (Vrontis and Christofi, 2019). These databases were
searched for articles containing variations of the following terms: “channel”,
“marketing”, “online”, “profit”. More precisely, the search formula used was the
following: marketing AND (online OR digital) AND (channel* OR platform* OR
media OR medium OR marketplace*) AND profit*. The analysis did not limit the
search by the publication date, instead leaving it open until December 2021.

The initial literature search returned a list of 2477 contributions with 1630 publi-
cations not eligible for the review, because not published in academic journals or



as duplicates of academic articles. Therefore, the first phase of the search process
allowed to retrieve a sample of 847 articles that were further analysed on the basis
of the boundaries of the review; the titles and abstracts were screened. This sample
was further restricted to ensure a consistency with the review question. According-
ly, the analysis excluded the academic articles that did not develop an analytical
model to measure the profit performance in the seller perspective. This phase has
led to a set of 148 academic articles, which were reviewed by reading the full text.
At this stage, the studies that implemented profit models for national or regional
contexts as well as the studies not clearly related to the review topic were exclud-
ed. Following this process, 35 articles were selected. Additional studies (5) were
sought through citation chasing, by obtaining a final set of 40 academic articles.

EBSCO Business Source Emerald Science Direct
(Full text) (Title, Abstract, Keywords) (Title, Abstract, Keywords)
N =1823 N =62 N =592
* /
Total references found
N =2477
L_ ______ _ »| 1630 non-academic articles and
duplicates of academic articles

847 studies screened
(Title and Abstract review)

699 studies excluded on the
basis of title and abstract review

Y
148 studies assessed
(Full text review)

J _______ | 113 studies excluded on the
basis of full text review

| 35 studies included |
¥

5 studies included on the

basis of cross-referencing

[ 40 articles (final sample) |

Fig. 1. Literature search strategy

3 Results

For each article included in the review analysis, Table 1 reports in chronological
order the author(s), the key emerging themes, and the type of channels considered
in the article: both online and offline channels, or only online channels. The re-
sults show that the academic interest in analytical models has increased exponen-
tially over the past decade along with the proliferation of e-commerce and the in-
ternet shoppers. More interestingly, 60% of the studies are disseminated in
publication outlets over the past 5 years (from 2016 to 2021), indicating the topi-



cality of reviewed research area and its promising development. Probably, the in-
creasing complexity and variety of digital advertising explain the increased re-
search interest in developing profit models for supporting managers in making de-
cisions. Most journals publishing the reviewed articles are strictly related to the
marketing discipline (55%), with Marketing Science and Journal of Marketing Re-
search covering 35% of articles included in this review, as shown by Figure 2.
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Fig. 2. Journals included in the sample

As regards the geographic analysis of authorship origin, the research results identi-
fied 98 authors, counting only once authors who wrote two contributions or more.
Most authors are from the United States (44.9%) and from China (25.5%), fol-
lowed by scholars from Germany (5.1%), the Netherlands (4.1%), Canada (3.1%),
Korea (3.1%), Taiwan (3.1%), Australia (3.1%), Italy (2%), Iran (2%), Singapore
(1%), Switzerland (1%), Turkey (1%), the United Kingdom (1%). Surprisingly,
the percentage of European scholars involved is quite modest (13.3%). Most pa-
pers turn out to be published by an author team based in one country (57.5%) or in
more countries (30%), while the percentage of papers published by a single author
is low (12.5%). The systematic overview of extant studies on profit models allows
to appreciate the remarkable progress in knowledge on what is important to man-
age in order to improve firm profits. More in detail, as regards the scope, the set of
articles can be categorized into two groups, based on the level of analysis they fo-
cus on. The first category embraces the articles (65%) which studied profit impact



by considering both online and offline channels, while the second category con-
cerns the articles (35%) which strictly focused on online channels.

Table 1. List of reviewed articles

Authors (year)

Key emerging themes

Channels

Gopal et al. (2006)
Yan R. (2008)
Kim et al. (2009)

Neslin and Shankar (2009)
Zhang J. and Wedel (2009)

Hua et al. (2010)
Yan R. (2010)
Yan R. et al. (2010)

Agarwal et al. (2011)

Chan et al. (2011)
Wiesel et al. (2011)
YanR. (2011)

Skiera and Abou Nabout (2013)

Yang et al. (2014)

Chan and Park (2015)

Rao (2015)
Gu and Tayi (2017)

Wang and Zhou (2017)
Zhang W.-G. et al. (2017)

Cao and Ke (2018)

Price discrimination

Profit sharing

Pricing and market segmentation
Multichannel customer segmentation scheme
Customised promotions

Delivery lead time

Brand differentiation

Profit sharing

Ad position, click-through rate and conversion rate
Customer lifetime value

Marketing communication

Differentiated branding and profit sharing
Determination of optimized bid

Competition effect on paid-search advertising
Impressions, clicks, and terminal clicks
Consumer preferences

Pseudo-showrooming behaviours

Price protection

Price discrimination

Channel profit per click

Danaher and van Heerde (2018) Advertising effectiveness

Jiang Yuanchun et al. (2018)
Karray and Sigué (2018)
Kuksov and Liao (2018)

Yan Y. etal. (2018)

Zhang T. and Wang (2018)
Banerjee and Bhardwaj (2019)
Choi and Sayedi (2019)
Lawrence et al. (2019)

Mark et al. (2019)

Zhang S. et al. (2019)

Liu et al. (2020)

Zhang L. and Chung (2020)
Angeloni and Rossi (2021a)
Angeloni and Rossi (2021b)

Huang et al. (2021)

Jiang Yuging et al. (2021)
Khorshidvand et al. (2021)

Mu et al. (2021)
Tang (2021)

Online promotion strategy

Pricing strategies and market conditions

Showrooming behaviours

Conditions for introducing a novel e-channel

Impact of fairness concern

Incentive contracts

Bidding strategies under incomplete information
Online salesperson channel complementarity

Impact of catalogues on online and offline channels
Impact of adding an online channel to offline platform
Showrooming behaviours

Price-setting process between merchants and platforms
Budget allocation between different online channels
Budget allocation between different online channels
Optimal bundling and pricing strategy

Digital coupon promotion

Pricing, greening, and advertising decisions
Commission-driven and marketing-based rebate modes
Daily deal campaigns

online
online and offline
online and offline
online and offline
online and offline
online and offline
online and offline
online and offline
online
online and offline
online and offline
online and offline
online
online
online
online
online and offline
online
online and offline
online
online and offline
online and offline
online and offline
online and offline
online and offline
online and offline
online and offline
online
online and offline
online and offline
online and offline
online and offline
online
online
online
online and offline
online
online and offline
online
online and offline




Many studies belonging to the first group highlight that the rapid development of
e-commerce has led to the adoption of dual channels, consisting of the traditional
retail channel and a direct online channel. Multi-channel strategies are often sug-
gested as the best answer to multi-channel customers. Most studies emphasize the
need for allocating one’s marketing communication budget across multiple media
and, particularly, between both online and offline channels. These studies also re-
mark the risks of conflict and competition between manufacturers and retailers
when manufacturers, who initially provided traditional retailers with products to
sell in the market, decide to sell directly and digitally to the same market. Hence, a
common research question is how channel members can pursue optimal coordina-
tion and performances in the supply chain. Various mechanisms for coordinating
supply chain channels have been proposed by these studies focused on both offline
and online channels, by analysing profit sharing, pricing and market segmentation,
customized promotions, delivery lead time, brand differentiation, customer life-
time value, marketing communication, consumer pseudo-showrooming and show-
rooming behaviours, price discrimination, advertising effectiveness, online promo-
tion strategy, pricing strategies, conditions for introducing a novel e-channel,
impact of fairness concern, incentive contracts, mechanisms for online salesperson
channel complementarity, impact of physical catalogues, impact of adding an
online channel to offline service platform, daily deal campaigns.

Instead, studies that focused only on online channels considered predominantly
the model of search engine advertising, such as Google AdWords. These studies,
belonging to the second group, developed their profit analysis by considering spe-
cific aspects, such as the price discrimination (Gopal et al., 2006), the impact of ad
placement on both click-through and conversion rates (Agarwal et al., 2011), the
best bidding strategies (Skiera and Abou Nabout, 2013; Choi and Sayedi, 2019),
the effects of competition on click volume and on the cost per click of paid-search
ads (Yang et al., 2014), the value per terminal click (Chan and Park, 2015), the
consumer preferences (Rao, 2015), the influence of price protection (Wang and
Zhou, 2017), the manufacturer’s and retailers’ channel profit per click (Cao and
Ke, 2018), the price-setting process between merchants and platforms (Zhang and
Chung, 2020), the digital coupon promotion (Jiang Yuging et al., 2021), the com-
mission-driven and marketing-based rebate modes (Mu et al., 2021). Within the
last group, there were only two studies which posited the question of selection of
different online channels (Angeloni and Rossi, 2021a, 2021b), while all the re-
maining contributions (i.e., 12) tackled the issue of profit enhancement by consid-
ering only one type of online marketing channels, mostly the option of search en-
gine marketing. Substantially, most studies on online market channels consider
single facets in detail but neglect the big picture.

4 Conclusions, limitations, and future research

The systematic literature review allowed to highlight that there is scant literature
addressing the issue of how firms can improve their profits by reallocating budgets



between two or more online channels. Conversely, most of the analysed studies
focused on the profit impact of online and traditional channels, recommending
multi-channel strategies. Engaging in multiple online channels is highly recom-
mended but, under budget constraints, the best strategy could be the allocation of
financial resources to investments with relatively higher profitability. According-
ly, this research highlights the paramount importance of conducting a comparative
analysis between complementary or alternative online marketing channels by de-
veloping new analytical models. For instance, firms can choose between two kinds
of online channels to increase their sales and profits: search engine advertising and
e-commerce marketplace. Shoppers often use search engines or e-commerce plat-
forms in a very similar way, but for the potential sellers each channel presents dif-
ferent costs and attributes. Therefore, future studies should better investigate
whether, when and how some online marketing channels are more beneficial than
others to increase business profit. Compared with larger companies, small and
medium enterprises (SMES) have, in general, a more limited budget and fewer re-
sources to invest competitively in digital content and media in order to promote
their offers. Faced with such financial constraints, advertising professionals and
managers need guidance in order to make their investment choices. However, be-
sides a few exceptions, there is still a huge gap in exploring how firms should al-
locate their budget to different and alternative online channels in marketing.

On the grounds of this literature gap, some of the key questions that should be ex-
plored in future studies are identified as follows. How can researchers develop an
integrated model or theory that would adequately define an effective and efficient
allocation of limited resources to digital channels in marketing? What are the dif-
ferences and similarities between alternative online channels used in marketing?
How do businesses choose which channel to adopt? What are the characteristics of
firms and of industries that influence the adoption and the effectiveness of specific
online channels? More specifically, could some variables (e.g., firm industry, size,
marketing skills, budget amount) influence the adoption and the effectiveness of
some online channels rather than others? Which variables should be accounted for
to better allocate limited resources to complex digital campaigns? What influence
do organizational capabilities have in deciding whether to implement search en-
gine campaigns, affiliate programs, and social media campaigns in marketing
practices?

Despite the valuable research findings, this study is not without limitations. First,
the use of specific databases and keyword formula may have caused the loss of
relevant studies. Second, the inclusion of only research articles published in the
English language may have influenced the selection and size of the reviewed liter-
ature. Third, the research approach supposes a trade-off between different online
channels, assuming that an advertiser does not or may not pursue a multi-channel
strategy in the online ecosystem. However, such an assumption, without ignoring
the positive effect of a variety of online marketing channels, may sound realistic if
the company budget does not allow multiple online marketing channels, as it oc-
curs with the majority of SMEs.
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