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The Problem

Henry Okleshen was recently hired as Chief Operating Officer for Knifeauctions.net (KAN), a small Internet start-up company.  The Board of Directors charged the new COO with maintaining the daily operations of the firm.  As soon as he came on board, Henry saw two immediate problems that needed to be addressed: clean up operations and implement marketing communications for the auction house.  Henry knew that he could resolve the difficulties in operations by working closely with the website administrator.  However, developing an effective marketing communication strategy for the firm, given limited funds and strong competition, presented a more significant challenge.  Henry sat down at his desk to generate possible options for the firm.   
The Knife Collecting Hobby
The knife trade has existed for thousands of years as cutlery was used daily for farming, hunting, and working.  Until the 1940s hand and machine made knives were primarily purchased for personal wear and usage (Barney and Loveless 1977).  However, as early as the 1900s, men began to purchase Bowie knives for their "collectible" value.  By the 1930s, collectors congregated at the first known knife show in Chattanooga, Tennessee (Parker and Voyles 1981).     

Despite a long history behind the trade, knife collecting as a hobby began to grow significantly during the late 1960s.   In 1968, the federal government implemented the Gun Control Act that put strict limitations on gun trading.  Because guns were no longer legally traded across state lines, many gun dealers slowly decreased their gun collections and increased their knife inventory (Parker and Voyles 1981).   
Knife collecting seemed to take on a life of its own in the 1970s.  For example, in 1970, the Knife Makers Guild was established, supporting the apprenticeship of knife artisans.  In 1972, a group of Kentucky and Tennessee knife collectors established the National Knife Collector and Dealers Association (NKC&DA), the predecessor of the National Knife Collectors Association (NKCA).   

The NKCA is America’s oldest nationwide all-knife organization, dedicated to promoting the hobby of knife collecting (http://www.nkca.com).  Soon after its inception, the organization sponsored and sanctioned annual knife shows in Tennessee, Texas, Ohio, and North Carolina, among other locations.  Each purveyor at a NKCA knife show is required to display at least 90% cutlery related items.  
Since 1975 the NKCA has offered to members a limited-edition, annual club knife, which has become highly collectible.  In 1976, the NKCA published its first newsletter, the NKCA Gazette, and by 1977, the organization started the National Knife Collector Magazine hiring Bruce Voyles, a journalist, auctioneer, and avid knife collector, to serve as editor.  By 1981, the group created and opened the National Knife Museum in Chattanooga, Tennessee that featured over 11,000 cutlery items.  
Today, knife collecting is one of the fastest growing hobbies in the United States.  There are well over 100,000 knife collectors in the United States (Ricklefs 1997).  A collection is "a gathering of objects bound by a single thread that makes the difference between a meaningless assortment of pieces and a real collection.  Once the assortment of objects harmonizes, creating a true and long-lasting partnership between the various pieces and with their owner, a collection is on its way"(Peroni 2004, p. 20).  
In the 1970s, a collectible knife was one that was no longer manufactured in present day (Ritchie 1971).  By 2000, the category of collectible knives expanded to include a knife made by a factory that is out of business, a limited edition manufactured knife that has "art" value, or a hand forged, one-of-a-kind, custom made piece.  For older knives, a more collectible knife is one that is in "mint" condition--near its original, pristine condition.  (Over time moisture and fingerprints will corrode a knife.)  In contrast to older knives, newer hand-forged custom made knives are considered premium quality and their value is based on the reputation of the maker, the materials in the knife (e.g., 14 carat gold pins) and the "art" value of the particular piece.  Similar standards of quality are applied to limited edition, manufactured knives.
An individual knife collector specializes in gathering a collection around his unique personal interests.  However, there are four main themes that underlie most collections: patterns, handle materials, brand names, and specialties.  Knife collections which focus on patterns include knives that fit a certain design such as whittlers, peanuts, or folding hunters.  Knife collections that center on handle materials include various designs but all in a single handle material such as stag, mother of pearl, or celluloid.  A knife collection can center on a certain manufacturer, such as Case or Remington, or a custom maker, such as Loveless or Randall.  One could even collect knives based on the various blade stampings within a certain brand name, such as Case Tested or Case XX.  Finally, some collections focus on distinct specialties, such as advertising knives or figural knives (http://www.cutlerscove.com).

The stereotype of the typical knife collector is a "good natured country boy" (Ritchie 1971).  In fact, 98% of collectors are men with an average age of fifty-three years.  Over 74% of knife collectors have some education beyond high school and the average income among collectors is $77,000.  Most knife collectors are employed in either professional positions (27.8%), blue collar jobs (19.6%), or are purveyors of their own business (17.3%).  The majority of knife collectors (e.g., over 72%) attend at least one knife show a year, and the average price paid for a knife is $214.  Knife collecting also correlates with interests in camping, fishing, hunting, and target shooting, among other outdoor activities (Press Kit of Blade Magazine, 2003).  
In the early days, most knives were sold through catalogs, retail stores, or personal networks--retailing channels that still thrive today.  Knife shows, like those sponsored and sanctioned by the NKCA (among other organizations, such as the Knife Guild), are especially popular forums for exchange.  On any given weekend throughout the year, a collector can find up to five knife shows within the continental United States.  
Like most industries, however, the traditional knife-related channels of distribution are being impacted by the growth of the Internet.  As evidence of the significant impact of the Web on retailing, American consumers spent $2.3 billion online during the 1998 holiday shopping season (Stone, Rogers, and Platt 2001), and total Internet-based expenditures doubled from 1999 to 2000 (Wolfinbarger and Gilly 2001).  In 2004, industry experts were arguing that the Web was transforming when, how, and what knife collecting information was available to consumers.  A growing number of knife collectors, makers, dealers, and manufacturers had established a web presence in order to share information, display collections, and sell their wares to other collectors (King 2004).  

Some industry experts were even arguing that, due to the Web, the hobby was capturing a new type of collector, one that is different from the traditional target market of good natured country boys.  This new type of collector does not carry or use a knife, is in a high income bracket, falls into the thirty to fifty year old age range, is computer savvy, and has never attended a knife show.  Furthermore, this collector does not plan to attend a knife show in the foreseeable future but will continue to use the Web as his primary method for purchasing knives (King 2004).
The Beginning of Knifeauctions.net

Long before the Web was touted as an important channel of distribution for knives, Bruce Voyles, an avid knife collector, auctioneer, and journalist, recognized the potential of the World Wide Web for knife sales.  Voyles had served as past editor of the NKCA's National Knife Collector Magazine.  He later started his own knife collecting magazine, Blade Magazine, which became "world's #1 knife publication" and "most popular" among knife collectors.  (Over 500,000 copies of Blade are sold each year.)  In 1994 Voyles sold Blade Magazine to Krause Publications and turned his efforts toward other business ventures.  He wanted to start another knife magazine (this was the inception of Knives Illustrated), and had an idea for an auction website exclusive to knife-related products.  
Early in 1999, Voyles started to move forward in pursuit of a knife auction web site.  He investigated potential domain names for the firm.  Several domain names were available at the time, including: Knifeauctions.com, Knifeauction.tv, Knifeauction.org, Knifeauctions.net, and Knifeauction.net.  In May, Voyles purchased and registered Knifeauction.net and Knifeauctions.net.  “I initially set up both names to point to my personal website,” Voyles stated.  
He later turned Knifeauctions.net (KAN) into the auction web site and kept Knifeauction.net for personal use.  Voyles’ personal web site featured individual knives for sale and promoted the "physical" knife auctions where he was going to be the auctioneer.  Most of his physical auctions were conducted via telephone bids.  Voyles placed a link on his personal web page that directed consumers interested in "virtual" knife auctions to Knifeauctions.net.
Concurrent with his search for a domain name, Voyles began to research various auction software products.  According to Voyles, “At the time, the cost of software was $30,000, and there was little interest in Internet knife auctions.  There were less than 2,000 knives listed on eBay.”  Voyles saw this as an opportunity, so in 2000 he purchased the auction software, established the server account, and trademarked the name nationally.  
Voyles bought the auction software from Brian Shelton, who owned a software development and server maintenance firm called Beyond Solutions, headquartered in California.  Shelton had success selling his software to users in various industries.  Beyond Solutions would also host and maintain KAN's website for a $650 annual fee.  Upon signing up for the hosting service in April, 2001, KAN had to pay Shelton an initial installation fee of $2,500.  
Voyles next hired a lawyer to file KAN's articles of incorporation in Tennessee and then obtained a certified public accountant for the firm.  In April, 2001 Voyles needed to raise some venture capital to back the start-up of KAN.  As part of its incorporation, the company was authorized to issue 100,000 shares of no par value common voting stock.  Forty-one percent of the shares were subscribed to and acquired by Bruce Voyles.  The remaining fifty-nine percent was available to a limited number of individual investors in blocks of 10,000 shares each at a price of $1.00 per share.

Voyles invited several well-known knife dealers and collectors to be stockholders in KAN, each of whom was asked to contribute $10,000 in venture capital in exchange for 10,000 shares of stock.  All shareholders would be placed on the Board of Directors for the firm, and thus, would have input in the firm's long term strategies.    

David Mullins, a knife collector and credit manager, was the first to invest in Knifeauctions.net.  Soon after incorporation, Voyles and Mullins elected officers and named an executive committee.  Voyles was elected President, his wife, Debra was posted to Secretary, and Mullins was to serve as Treasurer.  The executive committee for KAN was charged with “handling the day to day business of the corporation.  There were no paid staff members," according to Voyles.  Most of KAN's operating expenses consisted of advertising costs, legal fees, and website hosting services.  
Soon after incorporation, two knife dealers, Rhett Stidham and Perry Miller, invested in KAN.  In July 2001, Rolf Friberg, a Swedish knife collector and advertising executive, invested.  Several other knife dealers and collectors soon followed suit.  Exhibit 1 presents the personal information for each of the stockholders in KAN.   
Exhibit 1       Stockholders of Knifeauctions.net (KAN)
Name              

Residence
Occupation                      
    Date on Board
Bruce Voyles

Tennessee     
Knife Auctioneer, Journalist 

2001

Dan Delavan      
California  
Knife Dealer                

2001

Rolf Friberg       
Sweden
Advertising Executive 

2001

Perry Miller       
Florida

Electrical Contractor


2001

David Mullins     
Virginia
Credit Manager


2001

Rhett Stidham    
Florida

Knife Dealer



2001

Henry Okleshen  
Minnesota
Retired Professor      


2003

KAN saw slow growth in the number of auctions posted on its website and had yet to break even.  In June, 2004 KAN had three hundred forty-six auctions listed in twenty-three categories.  Exhibit 2 (see the attached file) presents the financial statements of KAN for its first three years of operation.  Over time, Voyles and the other board members realized that to generate revenue, they were going to have to hire a full-time employee to be responsible for the daily operations of the firm.  
The firm had several server host issues that proved problematic, given the busy work schedules of the stockholders.  For example, the stockholders who used the site to post knives would report difficulties in the usability of the site to Beyond Solutions, but it would be a significant amount of time before the updates would be implemented.  The stockholders rarely had time to follow-up with Beyond Solutions and press the firm for more immediate turn-around.  Furthermore, when an auction would close, the credit cards of the seller were not being charged the seller's fees, so no revenues were coming to KAN.  Finally, Rhett Stidham was personally responding to a glut of daily emails from buyers and sellers on the site, which he found overwhelming, given his busy travel schedule as a knife dealer.    

At the suggestion of Rhett Stidham and with board approval, Henry Okleshen was hired as Chief Operation Officer of KAN in May, 2003.  Okleshen was a long-time knife collector, who had recently retired from his job as a Professor of Finance.  In his contract, Okleshen received 1/10 of the outstanding shares of stock.  He was not paid a salary nor was he given any other financial contribution.  Okleshen's job description specified that he was to be “responsible for the financial and marketing duties of the firm, communicate regularly with the owners, and provide the board with information about the firm's operating activities.”

The Web Site
Various types of knives and knife related products, such as knife making materials and knife accessories, were available on the KAN web site.  The site was set up for a clear and readable format with few frills.  The various categories of knives were listed by style on the front page.  The front page also listed a button to the pricing structure, a link to the registration form for users, and thumbnail pictures that link to featured auctions.  See Exhibit 3 for a picture of KAN's home page (retrieved on June 12, 2004).

To sell a knife on KAN, a consumer had to first read and consent to KAN's user agreement.  Sellers were not allowed to list switchblades, guns, or other illegal items on the site.  Sellers then had to complete a registration form and input a credit card number in which to charge fees once an item sells.  Once registered, the user would be given an access ID for the site.   
A registered KAN member listed a particular knife for auction via the home page.  From the home page, he would select a category in which to list the item and then click on the "post here" link.  Up would pop a "post auction" form for to complete.  After filling out the form, the user would click on the "preview" button to see the complete listing prior to it being posted to the server.  For final step, the user would click on the "add item" button to list the auction on the server.
To bid on a particular knife, a registered member would select a category to browse from the home page.  The title of each knife listing, along with a thumbnail photo, would be present.  The user would simply click on the listing or photo and the auction would appear.  Next he would enter his bid or click on the "buy it now" button.  When the auction ends, the winner and seller are each notified of the outcome via an automatic email from KAN.  
At the close of the auction, Linkpoint software was used to collect the end of sale fees from the seller.  There was a two tier pricing structure.  If the knife sold for a price less than $1,000, the seller's credit card would be charged two percent of the amount of the winning bid.  If the item sold for over $1,000, the seller would be charged one percent of the final sale amount.  

Any seller who was a member of NKCA, the Randall Knife Society, the Knifemakers’ Guild, or American Blade Society was allowed a fifty percent discount on the selling fee.  Site users could email their inquiries to KAN via the site.  Okleshen was charged with personally responding to each inquiry within twenty-four hours via email or telephone.  

The Competition
KAN faced competition in various domains.  A search using the term "knife auction" on Google brought up over 299,000 related web sites (http://www.google.com, retrieved on June 10, 2004).  Yahoo generated over 406,000 for a similar search (http://www.yahoo.com, retrieved on June 10, 2004).  Only a limited number of these web sites were "pure" online knife auctions, as most were pages with the word "auction" listed somewhere in their name.  Many of the listed sites were individual knife enthusiasts' personal websites (e.g., selling knives or sharing information about their collections), others were advertisements for physical auctions (e.g., telephone auctions), and the remaining were more general online auctions (e.g., www.eBay.com or www.uBid.com).  
Soon after KAN's start-up, there were several other "pure" knife auctions that had emerged on the Web.  A Google search ranked a competitor, theknifeacution.com, as first.  Theknifeauction.com also owned the domain name of theknifeauction.net, which also ranked in the top twenty listings in a search.  KAN ranked fourth in a Google search, while another firm, bladeauction.com, came up twelfth.  KAN's high ranking was due to Voyles' efforts, as early on he "paid addm.com to keep the name out there.”  
A Yahoo search, however, was not as favorable for KAN.  Bladeauction.com was ranked second by the search engine.  Theknifeauction.com was ranked eighth, and KAN was ranked fifteenth.  In addition to these two competitors, there were two more "pure" knife auctions that Okleshen had learned of via word of mouth: knifeauction.com and usaknifeauction.com.  However, he knew little of each of these and neither of them ranked in the top twenty on a Google or Yahoo search.
The home pages of theknifeauction.com and bladeauction.com were similar in appearance to knifeauctions.net.  In June, 2004 theknifeauction.com had nine hundred seventy-four auctions in twenty-nine categories.  In addition to the categories, the home page also featured "Last Created Auctions," those "Ending Soon," and a promotional twenty-five dollar credit for new auction registrants.  Theknifeauction.com's sellers paid no listing fee but were charged for any extra frills on the listing.  For example, bolding or highlighting the listing were each an extra dollar.  In addition, the firm charged the sellers three percent of the final selling amount for the knife. 

Bladeauction.com had seven hundred auctions in twenty-four categories in June, 2004.  In addition to its listing categories, the home page featured thumbnails of "Featured Auctions."  The firm charged users an "Insertion Fee," that was based on the opening value of the knife.  The maximum insertion fee was two dollars.  Bladeauction.com also charged a "Final Value Fee" which ranged from a high of 5% to a low of 1.25%, based on the final selling price.  Exhibit 4 compares the pricing structure of KAN with theknifeauction.com and bladeauction.com.   
Exhibit 4
A Comparison of Knifeauctions.net and its Direct Competitors
Domain Name


Listing Fee
Extra Costs

Selling Fee
www.knifeauction.net

none

none


1-2% of final sale price
www.theknifeuaction.com
none

several fixed costs
3% of final sale price
www.bladeauction.com
variable
none


1.25-5% of final sale price





based on the 





opening value

KAN's most formidable competitor was not a "pure knife auction" but the largest online auction house, eBay.  Although not the first Internet auction site, eBay grew into the most successful online retailer and the most prosperous auction portal (Bradley and Porter 2000).  As of 2003, eBay had forty-three million unique visitors per month while operating in twenty-eight global markets (Elkin 2003) and garnering total merchant sales of twenty-four billion dollars, a sixty-percent increase over the previous year (Wingfield 2004).  At the time, the firm had a daily hosting capacity of more than 12.5 million auctions in more than 1,000 categories (http://www.ebay.com, retrieved on February 2, 2004).  An average eBay session lasted seventy-two minutes (Parks 2002).  

In June, 2004 the number of eBay listings in the category "Collectibles:  Knives, Swords, and Blades" (that also includes accessories) totaled 29,117 (http://www.ebay.com, retrieved on June 10, 2004).  This is a phenomenal number considering that it does not include kitchen cutlery or hunting/fishing items, which are separate categories on eBay that may potentially include knives.
Okleshen felt that KAN had several competitive advantages over eBay.  KAN was less expensive that all of its competitors, especially eBay.  For example, KAN did not charge an initial listing fee, as did eBay.  EBay charged a final selling fee that was based on the closing price for the item.  EBay's fees averaged about five percent of sales, where as KAN's fees averaged about just over one percent of sales.  
In addition, if an item does not sell on eBay, a user could re-list the item up to three times without paying a new listing fee.  On KAN if the knife did not sell, there was no charge for re-listing; the seller could freely re-list the item until it sells.  Moreover, eBay charged for any extra frills on the listing such as a reserve price or thumbnail picture, whereas any extra features were free on KAN.  In addition, KAN held its price structure the same since its inception, while eBay's costs had risen over time.

Okleshen also saw other strengths in KAN over eBay.  EBay was known for "sniping" behavior in which a buyer could enter a last minute bid and steal an auction from other interested parties due to the time limit set for the particular auction.  KAN auctions did not close until there were no bids for two minutes, maximizing the final selling price and preventing undesirable sniping behavior.  
Finally, although eBay built itself on a community business model, it had difficulty maintaining its personal nature as the firm grew.  For example, Okleshen responded to customer inquiries within twenty-four hours, whereas eBay responded to inquiries within three to five days.  EBay had also seen an increase in fraud as it has grown over time.  KAN was built on a personal community of knife collectors, who often know each other by name.  Okleshen thought that the fact that KAN was built on a community of collectors suggests that, compared to eBay, buyers and sellers would experience fewer negative network effects.
The Marketing Communication 
As soon as KAN was incorporated, Voyles attended various knife shows, handing out flyers that promoted the site to potential users.  He stated that the goal of the firm's marketing was to help KAN "match ten percent of eBay’s normal daily knife business.  For example, in 2002, eBay was listing 11,000 knives. We were looking for 350 new knife listings a day or 1,100 at any given time.  By 2003 eBay had 25,000 knife listings and we had less than a couple of hundred.  We allowed bidding to extend when the time stopped, which eBay still does not do.  A KAN auction does not end until there are no bids for two minutes.  In addition, KAN offered a direct sale option, six months to a year before eBay did.  But knife collectors just don't know about our unique features.  We need to get our message out there."  Stidham, a knife dealer, also laid out free KAN mouse pads and knife openers on his table at several knife shows in an effort to promote the web site.  

Once Okleshen had become Chief Operating Officer, he took over responsibility for handing out flyers at the various knife shows he attended.  He also wanted to implement a series of seminars titled "Buying and Selling Knives on the Internet" at prominent knife shows during his first year on the job.  He began this series by presenting to a group of knife enthusiasts at a major knife show in Atlanta, Georgia and followed that up with a presentation at a show in Orlando, Florida, approximately two months later.    
Okleshen felt that, although effective, his flyers and seminars were not reaching enough knife enthusiasts to have a significant impact on the target market.  He wanted to implement several marketing communication strategies that would reach a larger number of potential users.  So he sat down at his desk to generate a list of possible marketing communication strategies for the firm.  After brainstorming various options, Okleshen had a long list of possibilities.  He decided to pare the list based on four key themes: trade show promotions, media advertising, community building efforts, and business alliances.    
Trade Shows

Okleshen knew that knife shows were a prominent channel of distribution for the trade.  Manufacturers, custom makers, knife dealers, and collectors all attended shows.  Okleshen planned to continue distributing flyers and free gifts, such as pens with www.knifeauctions.net printed on the side, at the shows he attended.  But he also thought that each of these items should be accompanied by a hand shake and personal invitation to visit the site.   
In addition, Okleshen had the idea that he could distribute a larger free gift, such as a note pad with the web site name printed across the top, via the hotel that housed the attendees of each knife show.  For example, one of the largest annual knife shows in the United States was held at the Cobb Galleria in Atlanta, Georgia.  The Renaissance Waverly Hotel, which supported the Galleria's conventions, was the primary place for trade show attendees to stay.  When they check-in, those who use the trade show code are to receive a discounted room rate and would be given a KAN note pad with a hand-signed invitation to visit the site.  

Okleshen also thought that he could obtain a table on which to sell knives at each of the shows he attended.  At the largest knife shows, table rental was approximately $400.  At smaller shows, table rental was $200.  He wanted to place a professionally printed vinyl KAN banner on the front skirt of the table cloth and display a laptop so that he could demonstrate the site to potential users.  
Okleshen could purchase 10,000 customized pens for $300 from www.crestline.com.  He could buy 1,000 customized post-it note pads for $45 from the same specialty advertising firm.  Professionally printed invitations (with plain envelopes) to accompany the pads would cost $1670 from www.chelseapaper.com.  Okleshen found that he could purchase a KAN banner (one print color) for $30 from www.onlinesigns.biz.  He planned to bring his own laptop to the show for purposes of site demonstration.  
Based on his past experience, Okleshen estimated that he would have enough items to distribute at four large knife shows.  He wanted to attend the major shows in Georgia, Florida, Texas, and California in order to maximize geographical exposure.  Okleshen thought that the cost of airplane travel ($350 for a round trip), room ($100 per night), and board ($50 for three meals) would be approximately $800 for each three day long show.  The total cost of renting tables at these shows would be approximately $1300 ($400 in Georgia, $400 in Florida, $300 in California, and $200 in Texas).   
Media Advertising

Okleshen also thought that to reach a larger number of potential users, KAN needed to advertise in some widely dispersed magazines.  He planned to write quarterly press releases for KAN and send them to Blade Magazine, Knives Illustrated, and Knife World.   These press releases would give the firm virtually free publicity.  Okleshen estimated that the quarterly cost of printing and mailing the press releases would be about ten dollars.  
Because his press releases would only be published in the knife magazines at the will of the editors, there was no guarantee that they would reach a large number of knife enthusiasts.  So Okleshen thought that the firm should purchase some magazine advertising space to guarantee exposure to the target market.  However, he knew that this type of advertising was expensive, given KAN's limited funds.  

Okleshen decided that the firm should first advertise in only one knife publication.  Blade Magazine seemed like a logical choice since it had over 75,000 subscribers, many of which might also subscribe to Knives Illustrated and Knife World.  Knives Illustrated had over 35,000 subscribers, whereas Knife World had over 13,000 subscribers.  He also considered the fact that Voyles owned Knives Illustrated, and there may be a possibility of getting a discount on the advertising rates for that magazine.  However, he planned to advertise in the magazine that gave the most target market coverage for the money.  Finally, Okleshen thought that if the knife magazine advertisements were successful in generating new customers, KAN could expand into gun, fishing, camping, and hunting magazines.
A 1/6 page, black and white advertisement in Blade Magazine would cost the firm $410 per month.  This would total $4920 per year if the advertisement was run monthly.  Knives Illustrated charged $272 per run for a similar type advertisement.  This magazine is published bi-monthly, but so the total yearly cost would be approximately $1632.   Knife World charged $122.66 per month for a total of $1471.92 per year.  Okleshen planned to design the content of the magazine advertisement himself.  

In addition to magazine advertising, Okleshen thought that KAN should consider some online advertising to attract that new type of knife collector who only purchases via the World Wide 
Web.  He felt that KAN already ranked well on Google, but the firm needed to move up on the Yahoo rankings (and possibly other search engines).  Okleshen did some online research and found a service by Overture, http://www.overture.com, which will optimize KAN's placement on Yahoo for a fee that is based on a combination of bid placed by KAN and the click rate on the link.  Although he had little idea on how to estimate the cost of this service, Okleshen estimated $2000 for this service.    

Finally, Okleshen believed that KAN should pay to have a banner advertisement placed on the popular knife collectors' web site, www.cutlerscove.com, as other pure knife auctions had done.  The cost of placing a top of page banner advertisement on Cutler’s Cove was seventy-five dollars per month.  In addition, Okleshen wanted to leverage the connections of the board members with the various knife collectors clubs.  He planned to investigate the possibility of putting a pop-up advertisement on the NKCA web site.  Typical banner advertising rates ran about $33.00 per month for an average of 1,000 impressions.  If 5,000 knife enthusiasts viewed a banner advertisement in a month, the cost of the banner advertisement would run $1980 per year.
Community Building Efforts
Okleshen knew that community was one of KAN's strengths that could allow it to take customers from the online auction giant, eBay.  Because of this, he felt that KAN should implement some community building efforts into its marketing communication strategy.  He planned to implement a message board on the site for users to chat about knives.  He wanted to create categories on the front page for custom knife makers who did not have a personal web site but would like to sell knives via the Internet.  He also believed that he could do the same for knife dealers.  Furthermore, he thought that adding customer testimonials linked to KAN's home page might be community building efforts that help promote the site.  
Also part of leveraging community, Okleshen considered promoting a famous knife maker each month on KAN's web site.  The home page would have a thumbnail picture link of that month's particular maker.  Once the link is clicked, the site would show a biography (and possibly an interview) of the maker with pictures of his knives.  The maker would not only receive free promotion for his work, but could also be given a free posting for one of his knives on KAN.  
Finally, the KAN web site already sent automatic emails to its registered members.  Okleshen wanted to update these emails to be quarterly email newsletters that motivated members to participate in the community.  He had several ideas for newsletter themes.  He considered the idea of promoting a "refer a friend to KAN" campaign, a "support the troops effort" in which KAN donates some of its revenues to a charity that sends knives to military men overseas, and a simple thank-you letter to current members.  All of Okleshen's ideas for community building efforts were advantageous in that they would cost the firm virtually nothing.  
Business Alliances
Okleshen also saw an opportunity to position KAN as an asset for knife manufacturers.  He planned to send personal direct mail letters to the top twenty-five knife and knife supply manufacturers to inform them of KAN's services.   In this letter, KAN could seek a business alliance with these firms in which they will put a KAN flyer in their outgoing packages for a small fee.  Okleshen planned to offer the manufacturer five cents for each flyer inserted and would initially send the manufacturer 1,000 flyers.  Also as part of the alliance, KAN would offer each manufacturer a free category link on the KAN home page in exchange for a link being placed on the manufacturer's web site. 
Okleshen estimated that the direct mail campaign would cost ten dollars for ink, paper, and envelopes, which he could print via his personal computer and printer.  The cost of the twenty-five stamps would be nine dollars and twenty-five cents.  The flyers to be distributed would cost seventy-dollars to be printed, fifty-dollars in insertion fees, and five dollars in mailing cost.  These costs would exist for each manufacturer who signed up for the alliance, but Okleshen was unsure how many of the twenty-five manufacturers would be interested.  
Okleshen believed that KAN's association with various knife clubs were a clear strength of the firm.  He thought KAN could extend this strength by creating alliances with clubs that were centered on hobbies that overlap with the interests of knife collectors.  For example, through his research, Okleshen found that KAN could join the National Rifle Association for $35 dollars a year.  This membership would allow KAN to put a link on the NRA web site, http://www.nra.org.  
In addition, KAN could consider sending promotional flyers to members of various special interest clubs, such as the Sons of Confederate Veterans.  It would cost $30 per month to put a banner advertisement on the Sons of Confederate Veterans' web site, http://www.scv.org.  Other possible clubs might be NASCAR enthusiasts or retired military personnel.  Okleshen thought that he could send the same flyers to the clubs as those he would print and mail to the manufacturers who were interested in creating a business alliance.    
The Decision

Okleshen knew that KAN had a limited budget to devote to its marketing communication efforts, but he also believed that if the firm did not implement any advertising it would not be able to increase revenues.  In July, 2004 he was going to present his ideas for the marketing communication of KAN to the Board of Directors.  The Board would expect him to make some recommendations so he had to decide which tactics that he wanted to implement for KAN in the upcoming year.  As he sat as his desk, he asked himself the question, "What types of marketing communication should I recommend to the Board, given KAN's limited budget?" 
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Case Questions

1. Who is the target market for the knife collecting industry?  What are the hobby-related consumer behaviors of the target market?  How and why is the target market changing?
2.  How could KAN position itself as unique from its competitors?  

3.  What are the strengths and weaknesses of each of Okleshen's four key marketing communication themes: trade show promotions, media advertising, community building efforts, and business alliances?  

4.  Which marketing communication strategies should KAN pursue to grow its customer base, given a limited budget?   
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