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Consumer Empowerment: What and Why?
Andreas Geyer-Schulz and Lars Meyer-Waarden

The second French-German workshop about Consumer Empowerment
took place at the University of Karlsruhe (KIT) between January 10–11,
2013. Within the scope of consumer empowerment scientists discussed
recent developments in this field and established cross-disciplinary cooperations in their own fields of research.
Consumer empowerment is deeply rooted in the human dreams and
phantasies of a good life: The Jinns in Aladdin and the Enchanted Lamp
– one of the most famous stories of One Thousand and One Nights translated by Antoine Galland in 1709 – empower and enable the bearer of
the enchanted lamp to fulfill all his wishes and desires (Fulda, 1912).
But scientists do not believe in Jinns: Today, technological progress has
brought this dream to the brink of realization: Internet services as modern Jinns empower and enable consumers to participate in new ways
in the design, production, and fulfillment of products and services for
their wants. Pierre Teilhard de Chardin’s vision of the future of man
(Teilhard de Chardin, 1963) rests on the extrapolation of biological and
social evolution: he predicts that the human race will evolve and will
reach a transhuman stage (ultra human). With the rapid development
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of a technology-driven ubiquituous service system (the Jinns), consumer
empowerment adds technological progress as a new dimension to man’s
evolution: Even today, service systems give man ultra human capabilities.
Consumer power and empowerment are multi-faceted phenomena.
Consumer empowerment is a firm-initiated strategy to increase consumers’ control over their marketing process (co-design, recommendation). This firm-controlled transfer of power results in positive outcomes
of consumer collaborations in the form of the firms’ co-designed offer.
However, consumer empowerment also might lead to undesired or uncontrolled transfers of power, such that it entails a rejection of intrusion (advertisements, market research) or individual (negative word-of-mouth)
or collective actions (boycotts). Yet, these multiple faces are not clearly
defined. Furthermore, despite the centrality of consumer power for marketing practice we still struggle to understand the forces behind these
phenomena, both theoretically and empirically. A recent survey of these
struggles is e.g. Denegri-Knott et al (2006).
To start and to understand this paradigm shift we have to look closer
to the history and evolution of marketing and management. Originally
the autonomous, self-determined, sovereign and empowered consumactor
was the anti-consumer – a citizen engaged in fair trade, whose purchase
was a citizen act. This led to collective consumerist movements, such as
collective boycotts of goods from a company whose business practices are
deemed unfair (Friedman, 1996). But this consumactor gently drifted towards a less ethically engaged individual and became a smartshopper
in times of crisis (Bearden et al, 1984; Blattberg et al, 1978; Schindler,
1998). These creative agents adopt tactics to counteract the strategic maneuvers of firms, they are not powerless dupes manipulated by marketers
(Abercrombie, 1994). The last evolution is that this consumactor expects
the brands to offer opportunities to become an “artist” of marketing and
design. Today, the consumer claims the role of a creator. Based on this,
companies have built marketing strategies which are centered on the
power transfer to consumers.
Historically, marketing came to this point, because the centralized,
unilateral version of mass marketing and management, as practiced for
more than 50 years, had achieved its limits, such that it no longer creates
value for either customers or the firm. With the rise of information technologies, a customer who previously seemed recognizable and stereotypi-
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cal might today disappear into multiple identities on the Internet which
existing marketing logics could not track. Customer relationship management (CRM) and mass customization thus have become crucial (Franke
et al, 2009, 2010), but as is common for many innovations, most firms
have been guided simply by imitation rather than by a real initiative to
differentiate themselves from their competition. CRM thus has marked a
beginning of this trend, but has often perverted individualization for purposes of productivity using mass customization and automation too much.
The euphoria of marketing academics and managers (e.g. Malone, 1998)
thus has given way to disillusionment, along with consumer resistance
and decreasing marketing performance indicators, including loyalty and
satisfaction (Meyer-Waarden, 2012).
In the meantime, a new marketing paradigm has emerged to empower
consumers (Prahalad and Ramaswamy, 2000; Fuchs et al, 2010) through
a shift of market power from suppliers to consumers, in connection with
the increasing use of information technologies (Malone, 1997). Consumer
empowerment is rooted in a background trend: the return to the individual consumer. Marketers have to start from him/her and have to return
to him/her – a fact that had been completely neglected for decades by
traditional mass marketing.
Consumer empowerment as firm-initiated and controlled transfer of
power results in positive outcomes of consumer collaborations in the form
of the firms’ co-designed offer with the goal of delivering a higher value
at less costs to more customers (Von Hippel et al, 1999; Prahalad and
Ramaswamy, 2000; Franke et al, 2009, 2010). Co-production, the lowest
stage of empowerment, is an old example where companies seek to appropriate the consumer’s abilities with the only target to reduce costs.
IKEA and McDonalds have built their strategies on this principle successfully. Co-creation is the highest level of consumer empowerment. Innovation and product/service creation, traditionally considered the domain of R&D, are there outsourced to consumers. The new challenge,
therefore, is giving the consumer the right tools and services to collaborate and – to motivate them to co-create or co-produce value. This change
leads to the transformation of CRM from a generator of knowledge about
the customer into CRM as the creator of knowledge together with the
customer. There are thus a lot of positive outcomes of consumer empowerment. The co-creation of value for the customer might result in value
for the company through increased willingness to pay and increased loy-

4

Andreas Geyer-Schulz and Lars Meyer-Waarden

alty (Kumar et al, 2006). Consumer empowerment modifies the notion of
value, because the consumer determines the value of a product by producing or using it and not through the manufacturer’s production efforts.
The consumer also must learn to use and maintain the product, as well
as adapt it to his unique needs, situations, or behaviors. This assertion
constitutes the point of departure in the evolution of marketing towards
a service dominant logic (Vargo and Lusch, 2004).
Yet this transfer of power may not be desired or controlled well by
firms, especially if consumers are conscious of their power, competencies, and expertise. In this case, consumers may manipulate marketerintended meanings, engage in negative word of mouth (WOM; Villanueva
et al, 2008) or refuse to co-produce or co-create (Franke et al, 2009,
2010). According to Forrester Research (2010), U.S. consumers generate 500 billion WOM impressions of products every year (Bernoff et al,
2010), and they are perceived as more credible than marketing messages.
The transfer of power also could lead to destruction, rejection (e.g. consumerist movements, boycotts, avoidance), and, last but not least, resistance to consumption. In summary, marketing implications arising
from consumer empowerment can be examined in terms of a process that
makes control and management by firms over consumer access increasingly difficult. A rich tradition of criticizing marketing practice as a powerful economic, social institution designed to control and dominate consumers still exists though. Despite the important consequences of such
responses, especially in new forms of public spaces (e.g. Internet, collaborative platforms), academic research on consumer empowerment remains
scarce in the management science literature.
Due to technology and digital media based service systems – the modern Jinns – this transfer of power has taken place. Without mobile web
and web 2.0 this development – the transfer of power to the consumer –
would not have happened. More than three decades ago the economic
role of these modern Jinns and their impact on competition has been
discussed in computer science by Black Ives and Gerard P. Learmonth
in their 1984 landmark paper The Information System as a Competitive
Weapon (Ives and Learmonth, 1984) from an information systems development point of view. The authors describe tactical changes in the information systems of companies which support the strategic aspect of customer/consumer empowerment by enabling customers/consumers to participate in business processes in a different way. The rise of digital media
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more than any other media finally allowed this recovery of the relationship in its original sense by the consideration to transfer power to the
individual. Digital media transform the brand into a person with which
the consumer can initiate a conversation, to develop a real relationship
(which was the initial idea and real essence of relationship marketing
when the concept appeared first in the academic service marketing research in the 1980ies (Berry, 1983, 1995; Groenroos, 1984; Morgan and
Hunt, 1994). Digital media provide simple, helpful and hedonistic empowerment tools. Crowdsourcing is one of them. There are many other
tools. It is interesting to note that empowerment carries two distinct and
complementary aspects. The original meaning of empowerment (operate
the suggestions of consumers) has been enriched by another dimension,
co-creation which is the nirvana of the empowerment process, because
the client becomes actor of innovation and the products’/services’ creation
process in the firm.
The fine-grained customer/consumer resource life cycle (CRLC) describes the generic model of an integrated business process between customer/consumer and supplier which covers the whole product/service lifecycle: The concept is illustrated by a host of practical examples of ITenabled changes in process steps and their early adopters. Reread from
todays’ perspective, we see that all the changes suggested have become
reality, but that the early innovators have not become the new global
players.
In the invited lecture Collaborative Consumption: Does Materialism
Contribute to Sharing? Christophe Benavent, professor at the university
Paris Nanterre, investigated the propensity of the consumer to share
products or services with other consumers depending on the product or
service category. His motivating example Airbnb (www.airbnb.com) –
the leading internet platform for sharing rooms between consumers – is
an example of a service which supports the process step Select a Source
in the CRLC model.
Benavent’s lecture on Airbnb led to a spirited discussion on the nature of transformative services and it raised the problem of a strategic
reorganization of industries and how to analyze the strategic options.
Transformative service research has a very broad research agenda (including the planning, building, and managing of service infrastructures)
that relates to and advocates the personal and collective well-being of
consumers and societies (Rosenbaum et al, 2011). A transformative ser-
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vice is defined as “a service or a product that centers on creating uplifting changes and improvements in the well-being of both individuals
and communities” (Ostrom et al, 2010). This research identifies issues
related to supporting and enhancing well-being outcomes, which may include among other things, consumer experiences, consumers’ freedom,
control and agency, as well as their social networks and services, their
happiness, and a mitigation of their vulnerability as consumers.
In the case of Airbnb, the availability of a global intermediation service on a provision base has started to change the tourism industry and
also the rental market for apartments in attractive areas. The structural
industry changes made possible by Airbnb basically empower and enable
consumers to provide almost all accomodation related services of a hotel
to other consumers (Amann and Tietz, 2013). However, in addition the
change also has disruptive social effects: The availability of affordable
housing for the working class is considerably reduced and the quality
of living for regular inhabitants is negatively affected. In Berlin, about
600 000 guest beds are already offered on such platforms: A black room
market is on the rise (Niedermeier, 2012).
In his book Niche Envy: Marketing Discrimination in the Digital Age
(Turow, 2006), Joseph Turow analyzes the global advertising industry –
another industry undergoing drastic technological change – from a marketing perspective. His analysis shows that marketing communication
and its instruments (e.g. product placements, direct selling, guerilla marketing, viral marketing, in-store displays, email, sampling, e-commerce,
...) have become dominant. The changes are technologically driven: Customer information gained from customer profiling leads to customized
advertising, content, and pricing. Information technology shows its Janus
faces: There is an inevitable trade-off between customer/consumer convenience and well-being and privacy. Trust-building and trust destroying
activities hang in a delicate balance.
The analysis of potential changes in industry structures has been a
major concern in the development of e-commerce: Schlueter and Shaw
(1997) and, applied to the integration patterns in electronic channels,
Schlueter-Langdon and Shaw (2002) provide a two-layer/ three-stage
framework for the analysis of value chains and value-adding activities
of the digital interactive service (DIS) industries. The framework is built
from a generic 2-3-6 industry structure (2 layers, 3 stages, 6 sets of core
activities) by defining strategic roles on top of the industry structure
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for certain scenarios. Christoph Schlueter-Langdon and Michael Shaw
have investigated potential structural changes for the following industries: publishing, retailing, financial and travel services. Almost all of the
analyzed changes support customer/consumer empowerment and enablement – albeit with a deficit on the marketing side.
Now, let us return to the tale of Aladdin and the Enchanted Lamp.
We consider the tale as a metaphor for a modern service system: From a
system analysis point of view, the Jinns and the Enchanted Lamp form
the visible part of the service system, and the service production system
the Jinns use is invisible. Rubbing the lamp and ordering the Jinns is an
easy to use end-user interface comparable to Apple’s iPhone interface.
Marketers concentrate their research on the visible part: the customers/consumers and their wishes and the various ways of interaction with
the service system. The service system itself is considered as a black box.
Management information systems specialists and computer scientists, on
the other hand, see the service system as a white box and they emphasize
the design and the analysis of the interior of the white box according to
system requirements specifications.
Communication across the system boundary is severely hampered. We
illustrate this communication breakdown and lack of interdisciplinarity
by two examples which show the importance of an easy-to use, reliable,
and faultless service system for customer/consumer empowerment:
1. Marketers discovered that out-of-stock situations and delivery problems were a main problem of early e-commerce sites empowering the
consumer for home-shopping (e.g. Holloway and Beatty, 2003). However, a root cause analysis is missing in these papers. For a management information system specialist, a glance on the architecture
of web-shops reveals that customer/consumer interactions were not
properly encapsulated as transactions with ACID-properties (Atomicity, Consistency, Isolation, Durability) over several system components. This type of architecture is still thought to be acceptable in
many organizations because of the cost advantages of building only
loosely coupled systems without end-to-end transaction concepts and
the assumption of system analysts that race conditions are unlikely
to occur.
2. The problem of measuring technology acceptance of end-users is an
active area of research in computer science, management information
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systems research and, last but not least, in marketing. However, the
analysis of recent articles in top journals of the three fields (Seiffer,
2013) show three independent clusters of research:
a. Computer scientists (and the computer industry) rely and use the
4 part ISO/IEC Software Engineering - Product Quality Standard
from 2001–2004 (see, ISO/IEC, 2001, 2003a,b, 2004). Especially,
the fourth part of the product quality standard (ISO/IEC 91264) on quality in use metrics is relevant for technology acceptance
and thus customer empowerment. The product quality standard
is derived from work of the human computer interface (HCI) community from 1980 to 1995 and, especially of IBM. For references,
see (ISO/IEC, 2004, p. 46).
b. In management information systems, most published investigations use the technology acceptance model (TAM). See Davis (1985,
1989) or one of its variants (Venkatesh and Davis, 2000). Recent
surveys of the TAM model are given by Chuttur (2009) and Turner
et al (2010). As these two reviews show, the link between technology acceptance, actual use of a technology and thus customer empowerment is receiving considerable attention in the management
information systems community.
c. In marketing, researchers have proposed a host of different models with different operationalizations of the same latent constructs. As examples of this line of research, we refer to Parasuraman’s Technology Readiness Index (Parasuraman, 2000) and the
work of Dabholkar (1991, 1996), and Reinders et al (2008) on the
evaluations of consumer self-service options.
Cross-references and an analysis of the overlap and differences between the research work in the three disciplines are missing completely. In the age of the wide (global) availability and electronic dissemination of scientific publications this is both surprising and shocking.
Empowerment, participative and collaborative consumption, co-construction, co-production, co-creation are common denominators of a consumer orientated phenomenon. Regardless of the name, these trends will
merge into only one single strategy. Marketers will have to think without
borders. They will have to establish a digital strategy. Closed silos with
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brand strategies, digital strategies, information system strategies, and,
social networking strategies are done and obsolete. An empowered consumer requires to lift the participatory level to the brand strategy and to
make digital strategy evolve into a social strategy. The challenge is important because a consumer who is not listened to nor understood, who is
not engaged by the brand, who cannot not participate, will be a disinterested consumer whose chances of defection will increase. The individual
must be placed into the centre as brands too often tend to forget humans
and their well being.
Customer/consumer empowerment and customer/consumer enablement therefore is a fascinating new interdisciplinary research field which
requires the seamless integration of research from marketing, management information systems and computer science. We, therefore, focus in
our investigations on these and other related issues in order to stimulate
further considerations and research.
The 16 contributions in this book (listed alpabetically by author) focus
on customer empowerment and have been presented at the 2nd FrenchGerman Workshop Customer/Consumer Empowerment (KIT, Karlsruhe,
10th-11th January, 2013). They give a snapshot of the work in progress
in the emerging field customer/consumer empowerment of a group of 29
French-German researchers in Marketing, Computer Science and Management Information Systems:
1. In the contribution The Long-term Impact of Sales Promotions on
Customer Equity Herbert Castéran and Lars Meyer-Waarden study
the long term effects of sales promotions by integrating promotionrelated explanatory variables into stochastic consumer behavior models. The introduction of explanatory variables considerably improves
the model quality. Finally, the positive or negative impact of promotions on customer equity depends on brands (national/private label)
and promotion types (monetary/non-monetary).
2. Sihem Dekhili and Chantal Connan Guesquière discuss the very controversial issue of tranferring the power of price setting to the consumer in their contribution The “Pay What You Want” Pricing Policy:
Power Sharing or Communication Action?.
3. Rewarding a customer with an elavated status based on repeatpurchases or spending level is a classic incentive in hierarchical loyalty programs. But what happens if firms offer customers an elevated
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status who have not earned it? In their contribution How Profound Is
the Allure of Endowed Status in Hierarchical Loyalty Programs? Andreas Eggert, Ina Garnefeld and Lena Steinhoff report on experimental evidence on the bright and the dark sides of status endowment.
4. Andreas Geyer-Schulz and Michael Ovelgönne’s contribution Recent
Advances in Modularity Optimization and Their Application in Retailing reports on the algorithmic progress in graph-clustering and
its potential for customer empowerment and enablement in several
types of retail applications.
5. The customer as a co-producer and his willingness to pay is investigated in a series of innovative experiments (mainly with regard to
transferability and degree of co-production activities) by Nicola Bilstein, Jens Hogreve, Christina Sichtmann and René Fahr. In their
contribution Paying for a higher Workload? The Relation between Customer’s Co-Production and Willingness to Pay they present their findings.
6. Martin Klarmann and Johannes Habel investigate the link between
downsizing and customer satisfaction and its moderators in their contribution Mass Layoffs: When and How Do They Affect Customer Satisfaction?. They combine data from the American Customer Satisfaction Index with data from Compustat and survey data.
7. The contribution Complaint Management and the Role of Relationship Quality by Lars Meyer-Waarden and William Sabadie reports on
the respondents’ reactions to a compensation activity selected from
a set of 8 compensation scenarios. The authors find that the nature
of compensation as well as its value and the way it is communicated
strongly depend on the customer type.
8. In their contribution Customer-to-Customer Interactions within Online Review Sites: A Typology of Contributors Andreas Munzel and
Werner H. Kunz study the motivation of consumers with regard to
eWOM. Based on a survey of eWOM activities and motives, they identify three types of consumers of a hotel online review site, namely
lurkers, creators, and multipliers.
9. In the paper Converting Opinion Seekers in Opinion Givers in the
Tourism Industry: Building Trust Is Critical! Gilles N’Goala and Caroline Morrongiello investigate which antecedents are relevant for consumer participation and engagement on the Web 2.0. The main con-
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tribution is that most tourists want to help their companies/resorts
and that the perceived sincerity of online reviews has a large impact
on participation and engagement.
10. The contribution How Web 2.0 Tools Impact The Museum-Visitor Relationship by Jessie Pallud explores the changes in the relationship
between museums and their visitors caused and made possible by social media. The reason for this development is the need for museums
to adopt a competitive strategy in order to cope with competition from
other leisure and entertainment activities and with budget reductions
by governments.
11. Daria Plotkina, Andreas Munzel return to the origin of the word-ofmouth effect: Customers spread their positive experiences with new
products by chatting in their social environment. In their contribution
What’s New With You! On the Moderating Effect of Product Novelty on
eWOM Effectiveness they propose an experimental framework based
on a between-subject factorial design to study the effect of product
novelty.
12. Claire Roederer and Marc Filser outline a research agenda for investigating the cyber-experience of various types Internet-based consumer interactions (including co-production and co-creation) in their
article e-Voicing an Opinion on a Brand - A Research Agenda.
13. In the The Contribution of Gratitude to Satisfaction Models for Complaining Customers Françoise Simon, Chantal Connan Guesquière
and Vesselina Tossan investigate the effects of gratitude and transactional satisfaction on purchase intent and word-of-mouth in a complaint situation. They find that while transactional satisfaction has
an impact on word-of-mouth, gratitude impacts purchase intent.
14. Andreas Sonnenbichler discusses the problems of consumer privacy,
empowerment and enablement on Facebook by considering an appropriate access control model. In his contribution Social Access Control
he analyzes the current Facebook access control model and identifies
four classes of users with different requirements for access control.
He introduces the Access Definition and Query Language (ADQL) and
suggests this language as a tool for modeling and implementing personalized access control in Facebook.
15. Loyalty programs have boomed in recent years. However, these marketing tools almost never were profitable. The contribution Understanding the Effectiveness of Loyalty Programs by Lena Steinhoff and
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Robert W. Palmatier provides a new framework that links gratitude,
status, and fairness with customer loyalty and profitability. Their
framework separates the measurement of direct effects on customers
receiving loyalty program rewards from the measurement of indirect
effects on customers not receiving rewards.
16. In their contribution Lead-users vs. Emergent Nature Consumers for
Marketing Co-creation: Are They Really Different? Eric Vernette and
Linda Hamdi-Kidar assess the similarity and differences of the latent constructs lead-user and emergent nature consumer.
They conduct a web-based questionnaire survey of French videogame players and their main finding is that a refinement of the concept of lead-user into a global lead-user and a specific
lead-user is possible and that the concept of a global leaduser is highly related with the concept of a emergent nature consumer in the sense that both concepts share similar traits.
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We hope that you will enjoy these first insights of our research about consumer empowerment. Other workshops about the topic will follow and
will be published. The next workshop will be co-organised on May 13th
and 14th, 2014 by EM-Strasbourg Business School (Humanis) and the
Institute of Informationsdienste und elektronische Märkte – KIT at the
University of Montpellier. Finally, the editors of this book are very indebted to all colleagues who participated and/or reviewed papers for this
volume. We gratefully acknowledge the help and support as well as the
active cooperation of all participants and authors. We would like to emphasize the excellent work of all assistants and secretaries involved in
the organization of the conference and preparation of this proceedings
volume. Especially, we thank Mrs. Victoria-Anne Schweigert for organizing the workshop and its social program and Mr. Maximilian Korndörfer
for his support in typesetting and LATEX conversion.
We hope that the presented volume will find interested readers and
that it encourages further research about emerging consumer behaviors
and company strategies such as empowerment.

Karlsruhe, Strasbourg and Toulouse, August 2013
Andreas Geyer-Schulz and Lars Meyer-Waarden
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The Long-Term Impact of Sales Promotions
on Customer Equity
Herbert Castéran and Lars Meyer-Waarden

Abstract Sales promotion is an instrument whose effectiveness for shortterm sales is proven (Blattberg and Neslin, 1990). But for the long term,
researchers have identified adverse effects without managing to actually
determine its impact (Van Heerde et al, 2004). While most investigations
analyze the effects of promotions on sales, it is important to consider the
global impact, i.e. on the customer portfolio. Although several authors
have taken up this issue (Fader and Hardie, 2010; Abe, 2009b), no contribution has integrated the entire portfolio development: customer acquisition, activity of existing customers and churn.
This research, therefore, contributes by establishing a long-term vision
of the impact of sales promotions on the value of the customer portfolio
(customer equity), not just on sales. We combine explanatory and stochastic approaches via the integration of explanatory variables. The second
contribution is the application of these models to fast moving consumer
goods, a sector that has thus far been over-looked by existing research.
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1 Conceptual Framework and Hypotheses
The customer portfolio is the central concept on which the customer relationship management strategy and the assessment of the marketing
efficiency are based. The total asset value of this portfolio is the customer
equity. The switch from individual customer analysis to customer portfolio analysis must result in the integration of the global risk (Gupta et al,
2006). A desirable customer, therefore, is a customer who decreases the
risk and not just a customer with a strong profitability potential.
Since the 2000s, there appears to be a consensus on the long-term
harmlessness of promotions but without clear results (Slotegraaf and
Pauwels, 2008). Several authors essentially analyze the effects of promotions on sales in a way that makes it impossible to determine whether
the promotion ultimately creates or destroys value. Therefore, the use
of a global metric, customer equity, is recommended (Van Heerde et al,
2004). Our hypotheses are the following:
H1
H2
H3
H4
H5

Acquisition via monetary promotions reduces the new customer equity.
Customer acquisition via non-monetary promotions increases the
new customer equity.
Monetary promotions reduce the global brand’s customer equity.
Non-monetary promotions increase the global brand’s customer equity.
Monetary and non-monetary promotions have a stronger impact on
the global customer equity of brands with strong brand equity.

2 Methodology
The data is derived from the coffee category of the French BehaviorScan
panel. The initial file includes 6,284 households that belong to the same
cohort.
Two types of non-monetary promotion are characterized in the form of
a dichotomous variable: aisle end display promotions and leaflet promotions. We consider a price reduction equal to or higher than 5% from one
week to the next, until the prices go up again, as a promotion (Helsen and
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Schmittlein, 1992). Our analysis is restricted to two EAN (European Article Numbering) codes: the best-selling national brand product and the
best-selling private label brand product.
The Customer Equity (CE) modeling process must take into account
four phenomena: a) the acquisition of a new customer, b) the customer
activity and c) residual transaction, d) the average expenditures.
a) Acquisition. The probability of becoming a customer is given by a Cox
proportional hazards model.
b) Customer activity residual transaction. The beta-geometric / negative
binomial distribution (BG/NBD) model is the easiest and the most
efficient formulation (Abe, 2009a; Fader et al, 2005b). In order to take
into account explanatory variables, we follow the method advocated by
Fader and Hardie (2007) as well as Castéran et al (2007).
c) Expenditures per transaction. The average expenditures per transaction are estimated by the gamma-gamma model (Fader et al, 2005a).
We introduced explanatory variables in the gamma-gamma model.
We measure the effect of promotions via a 50% increase in the number of
promotions, after which we observe the difference between the forecasts
of the models associated with this increase and those of constant promotion models. The forecast period is set at 5 years. We set the discount
rate at 1.5% per annum, which is similar to the opportunity costs used to
evaluate investment projects.

3 Results
For customer acquisition models, the adjustment quality of these models
is more than satisfactory. The BG/NBD model with explanatory variables
is considerably more efficient than the one without explanatory variables. Concerning the monetary model, the Bayesian Information Criterion (BIC) improves significantly with explanatory variables. This criterion should be preferred to the Akaike Information Criterion (AIC) because it clearly reduces the risk of overfitting. It should be noted that this
impact measures, in relation to a non-promotion situation, the evolutions
of customer equity following a 50% increase in promotions.
H1 is validated: acquisition via monetary promotions reduces the new
customer equity for national brands (-12%) or has no significant im-
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Table 1 Impact of a 50% increase in monetary & non-monetary promotions
Evolutions

Price

Leaflet

Aisle end display

-17%
-12%
+4.1%

+2%
+2%
+0.8%

+27%
+7%
-10.6%

-1%
0%
+0.7%

0%
+1%
+0.2%

+1%
0%
-0.9%

National Brand
Portfolio risk
Customer equity of new customers
Global customer equity
Private label brand
Portfolio risk
Customer equity of new customers
Global customer equity

pact on private label brands. H2 is validated too essentially for national
brands (impact of non-monetary promotions on new CE between +2% and
+7%) but even for private label brands (impact between 0% and +1%). H3
is rejected: monetary promotions increase the global CE (+0.7%). H4 (positive impact of non-monetary promotions on global CE) is validated for
leaflets and rejected for aisle end displays. H5 is validated: promotions
have a stronger impact on the global CE of brands with strong brand
equity.

4 Discussion, implications and research directions
Our conclusions on the efficiency of promotions are slightly different from
existing literature. Firstly, monetary promotions are overall very positive
in the long term (i.e. on the CE), contrary to a large portion of literature
(Jedidi et al, 1999; Mela et al, 1997). Conversely, the role of non-monetary
promotions is questioned, which is not the dominant conclusion of existing literature (Sriram et al, 2007). Non-monetary promotions degrade the
products’ sign value, at least in the case of aisle end displays. In any case,
their positive impact remains limited. This rejection is as strong as the
brand is strong, which is in keeping with the theory.
The methodological contribution of this article lies in a shift from measuring the effects on sales to long-term evaluation through customer equity. The introduction of explanatory variables in purely stochastic models marks a technical and conceptual improvement. From a conceptual
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point of view, the introduction of explanatory variables allows to make
possible the estimation of a behavioral impact of marketing actions. In
managerial terms, our research showed that the most complex models
could be implemented on panel data widely used by managers. All marketing actions must be evaluated as part of a customer portfolio in relation to profitability and risk.
Our research contains several limitations. Firstly, the external validity
of our research is limited: only two brands, the retail sector and no competitors’ reactions. Secondly, the magnitude of the monetary promotions
is not illustrated by our definition. Finally, the informational prerequisites of NBD models mean that explanatory variables lack a dynamic
perspective.
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The “Pay What You Want” Pricing Policy:
Power Sharing or Communication Action?
Sihem Dekhili and Chantal Connan Ghesquiere

Abstract The academic literature focusing on consumer empowerment
has studied the issue of the product (co-creation, co-innovation), the
brand (brand community, consumers’ tributes), the communication (lead
users) and the consumer work. However, it is surprising to note that little
attention has been given to the consumer participation to price setting,
and particularly to the “Pay What You Want (PWYW)” pricing mechanism. Although researchers do not examine this issue, a number of enterprises have adopted this new pricing policy.
Recently, several reports and newspaper articles have largely evoked this
subject by describing it as innovative and as a marketing tool (remedy to
the purchasing power crisis, setting a fair price, regaining customers ...).
The aim of this study is to explore the PWYW mechanism: Is it a communication tool as mentioned by the media or a new participative mechanism which enables power sharing between the enterprise and its customers?
We are interested in the enterprises’ point of view and we hope to identify
the reasons which can explain why managers take the risk to decrease
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their profits. The intention of the enterprise is it really to more involve
customers in the decision making?

1 Theoretical Framework
The development of the Internet and Web 2.0 has changed the relationship between the company and the consumer (Fuchs et al, 2010). Consequently, managers have adopted the empowerment principles (Prahalad and Ramaswamy, 2000) to offer their customers the opportunity to
express their opinions and to participate in the general offer design (Ramani and Kumar, 2008). The mechanism of empowerment requires measures allowing consumers to intervene on several variables of the marketing mix, and companies to use the consumers’ skills (Bonnemaizon
et al, 2008).
The power asymmetry between the customer and the enterprise is rebalancing, consumers are participating in the decision making (Cova and
Ezan, 2008). They are aware that they can influence the enterprise’ outcome. Therefore, final decisions become their “own” decisions which generate positive emotions among consumers. These feelings could increase
the perceived value of the good and create a stronger involvement of the
customer.
Nobody could imagine that the consumer may intervene in the price
setting of a good, except in the case of trade negotiations that have always existed between a seller and a customer. Nonetheless, the consumer
has participated in this task through several mechanisms such as auctions, the “Name Your Own Price (NYOP)” and the “Pay What You Want
(PWYW)”. If in the two first cases, the buyer sets the final price, the
PWYW mechanism gives to consumer the highest level of power (Kim
et al, 2009). While in the NYOP case, the seller sets a threshold below
which he refuses the consumer’s offer, however in the PWYW case, no
threshold is established.
The PWYW pricing policy tends to create a different kind of relationship between the seller and the customer which extends the only commercial and monetary exchange by a social dimension. The commercial relationship can be based on other foundations (responsibility, confidence)
than the financial gain. The PWYW presents advantages for the enter-
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prise: differentiate the enterprise from the competition, attract new customers, generate free advertising, increase the notoriety, reduce the price
unfairness, explore the customers willingness to pay. Through this mechanism, the enterprise can expect to increase customers’ loyalty and create
a positive social image.
Despite this list of advantages, the PWYW is usually associated with
an evident risk related to the consumers’ abuse. However, the study of
Kim et al (2009) shows that in the PWYW case, consumers are not always
motivated by the maximization of their utility. Their behaviors are also
guided by social rules and they consider fairness towards the seller.

2 Method and Result
We analyzed forty newspaper articles on the PWYW issue. This primary work enabled us to develop the interview guideline used in the
second part of the research. We conducted twelve telephone interviews
with heads of organizations that have practiced at least once the PWYW
pricing policy. The interview guideline consisted of questions, essentially
about the explanation of pricing mechanism principles, the managers’
motivations, the link between the adopted strategy and the propensity
to involve the consumer in the organization decisions, the consumers’ behaviors and reactions.
Our results show that the motivations of the managers interviewed
are not always participatory or mercantile in nature. The contributions
of respondents allowed us to classify them into two groups.
The first group of managers focused on a relational approach which is
characterized by sharing and solidarity principles. The PWYW mechanism consists in this case in creating exchange opportunities with customers. It allows more people to access services or products unaffordable
for them in normal circumstances. This approach seems to meet the social marketing perspective. The second group perceives the PWYW as an
opportunity to talk about enterprises at a low cost of communication, attract new customers or increase sales during some periods.
Managers naively thought that customers would all pay a price close
to the usual one. They do not measure the extent of the power they gave
to consumers and were perhaps not ready to accept a new form of gover-
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nance. We observed that some managers had limited the possibilities of
consumers in setting prices, which is in contradiction with the PWYW
principle. For this, they implemented some specific actions: restrict the
operation to a part of the enterprise’s activities and intervene at the time
of payment.
The enterprise is not the only one to reject this new participative process, the accustomed consumers seem to be reluctant, they feel responsible for the survival of the firm and think they have to pay the usual price.
These results underline some customers’ resistance toward the PWYW
process and point out the importance of loyalty for the price setting process by consumers. This is especially emphasized in the case of restaurant
case which is characterized by a strong (face to face) interaction between
the consumer and the seller (Kim et al, 2009).
Studies focusing on the issue of customer empowerment highlight the
interest in marketing based on customer’s knowledge and expertise (Bonnemaizon et al, 2008). In most cases, customer’s expertise is challenged
by the manager who is scared of a customer who does not pay the right
price because of opportunism or incompetence. Price setting in PWYW’s
field may be a complicated practice for the customer.
The last result shows that although the PWYW concept seems to be
profitable for the enterprise (Kim et al, 2009), none of the respondents
says clearly that the action was beneficial, most of the managers interviewed express some fears linked to the financial risk. However, we deduced from the discourse analysis that the operation was profitable.

3 Conclusion
The PWYW interest can be double for the enterprise:
1. To get information (how does the consumer perceive the product, what
price is he willing to pay, what kind of adjustments can be made...);
2. To create and motivate a new exchange area between the manager
and the consumer which favors customers’ loyalty.
Promoting positive emotions linked to the price, through the PWYW,
could be a solution to reinforce the trust between enterprises and consumers as well as to enhance the seller’s credibility. In addition to the
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customers’ desire to realize a good deal with PWYW, some people seem to
appreciate to be involved into an innovative consumption experience.
Our research nevertheless displays some limitations which are important to keep in mind. The first concerns the size of the sample, the study
is an exploratory one and its results may not be generalized. Another limitation relates to the respondents’ answers. This study tackles a sensitive
issue for managers: the price issue and enterprises profit. It is possible
to imagine that some managers did not feel free to answer our questions.
Finally, the current study has been limited to the managers’ point of view.
We believe it would be fruitful for future research to explore also the consumers’ perception of the PWYW mechanism.
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How Profound Is the Allure of Endowed
Status in Hierarchical Loyalty Programs?
Andreas Eggert, Ina Garnefeld and Lena Steinhoff

Abstract Hierarchical loyalty programs are common relationship marketing instruments that award elevated status to customers exceeding
a certain spending level (e.g., gold membership, platinum customer). In
business practice, some companies also offer elevated status to selected
customers even if they do not meet the required spending level, in an
attempt to profit from the profound allure of status. Relying on social
psychology research, this study analyzes the loyalty impact of such a status endowment. A first experimental study reveals the bright and dark
sides of endowed status, with customer gratitude and customer skepticism acting as mediating mechanisms. A second experiment delineates
that in order to alleviate the dark side, managers should let target customers make an active choice to be endowed with status and select target
customers who are close to achieving that status on their own.
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1 Introduction
In hierarchical loyalty programs, firms reward customers not only on the
basis of their repeat purchasing (Kivetz and Simonson, 2002) but also according to whether they exceed certain spending levels (Meyer-Waarden,
2007; Meyer-Waarden and Benavent, 2009; Wagner et al, 2009). Awarding elevated status to a customer can provide the firm with increased
customer loyalty (e.g. Drèze and Nunes, 2011; Lacey et al, 2007; MeyerWaarden, 2013) and stronger alignment of the costs to serve a customer
with his or her value to the firm (Kumar and Reinartz, 2006). Hierarchical loyalty programs thus appear in many different industries, including airlines (e.g., American Airlines AAdvantage), hotels (e.g., Hilton
HHonors), and credit cards (e.g., American Express Centurion).
Some companies further award customers elevated status even before
they achieve the spending level predefined in the loyalty program’s rules.
Thus, certain customers who typically are expected to be of high value
for the firm but are still in the basic tier of a hierarchical loyalty program are elevated to a higher tier, without having met the spending level
required for status elevation (Kumar and Shah, 2004). In this case, the
elevated status is endowed rather than achieved, because its attainment
is beyond customers’ control (Drèze and Nunes, 2009). We find several
examples of companies that endow such elevated status, including Accor
Hotels (A|Club), Starwood Hotels & Resorts (Starwood Preferred Guest),
or Hertz Car Rental (Hertz Gold Plus Rewards).
Status endowment might be profitable if firms attain loyalty effects
similar to those caused by awarding achieved status. However, using social psychology research, we argue that endowment differs from
achievement in its impact on customer loyalty. Specifically, endowed status should entail both bright and dark side effects. On the one hand,
endowed elevated status can initiate a loyalty-enhancing effect through
customer gratitude. On the other hand, though, endowed elevated status
might result in customer skepticism and thereby bring about a loyaltyreducing effect. We further suggest that the dark side effect depends on
the specific endowment design, such that companies should be able to
manage the extent to which customer skepticism arises. Designing status endowment in a way that fosters customers’ perceptions of control
and eligibility, managers can help reduce skepticism.
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Analyzing the phenomenon of endowed elevated customer status thus
has key implications for the management of hierarchical loyalty programs. Understanding its impact on customer loyalty might help managers evaluate the efficacy of endowed status as an instrument for effectively prioritizing valuable customers and managing their loyalty.

2 Study 1: The Bright and Dark Sides of Status
Endowment in Hierarchical Loyalty Programs
In Study 1, to analyze the effectiveness of status endowment for increasing customer loyalty, we take both potential positive and potential negative psychological mechanisms into consideration. We compare being endowed with an elevated customer status against not receiving such elevated status, as well as with the regular achievement of elevated status.
Based on social identity theory (Tajfel and Turner, 1986) and the concept of gratitude-based reciprocity (Palmatier et al, 2009), we assume
endowed status to initiate a loyalty-enhancing effect via customer gratitude. However, referring to attribution theory (Weiner, 1985) and the persuasion knowledge model (Friestad and Wright, 1994), we also propose
endowed status to result in a loyalty-reducing effect via customer skepticism. Comparing endowed with achieved status, we suggest endowed
status to foster skepticism and thereby entail a dark side that does not
occur for achieved status.
In our experiment, we employed a posttest control group design and
manipulated customer status on three levels (endowed versus achieved
versus no elevated customer status). A total of 221 participants took
part in the experiment. The mean age of the sample was 33.1 years and
53.3% were female. Our results show the proposed bright and dark side
loyalty effects: Via gratitude, endowed status increases loyalty. Via skepticism, endowed status decreases loyalty. As compared to achieved status,
endowed status reduces loyalty by generating skepticism.
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3 Study 2: Alleviating the Dark Side with Status
Endowment Design Characteristics
In Study 2, we seek insight into the use of different design characteristics
of status endowment offerings as potential ways to decrease the skepticism perceived by customers when being endowed with elevated status.
We propose that designing a status endowment in a way that gives
customers a sense of control over the endowment will decrease customer
skepticism, as explained by attribution theory (Weiner, 1985). In particular, we suggest customers’ freedom of choice and their proximity to status achievement to convert solely external to partly internal attribution.
Both design characteristics serve as means to reduce customer skepticism and enhance customer loyalty.
Our experiment used a 2 × 2 between-subjects factorial design in
which we manipulated the freedom of choice (active versus no active
choice) and the proximity to status achievement (high versus low proximity). In total, 284 participants took part in the experiment. Our sample had a mean age of 32.5 years and 50.5% of respondents were female.
Results reveal customer skepticism-alleviating effects of both customers’
freedom of choice and their proximity to status achievement, which indirectly increase customer loyalty.

4 Discussion and Implications
Demonstrating the differential loyalty effects of status endowment has
three major implications. First, our simultaneous consideration of the
bright and dark side loyalty effects of endowed status reveals that both
influences cancel each other out, making status endowment ineffective
for driving customer loyalty. These findings underscore the importance
of considering the dark sides of relationship marketing investments on
the focal customer. Customers might interpret companies’ activities as
self-interested persuasion attempts.
Second, the bright side effect of endowed status on customer loyalty
implies that awarding customers elevated status, even though they did
not achieve it, can be an effective means for enhancing their loyalty. Managers of hierarchical loyalty programs can employ the general appeal of
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status (Henderson et al, 2011) as a stimulus to generate gratitude and
motivate customers toward greater loyalty.
Third, endowed status possesses a dark side too, and managers must
take care when elevating customers’ status through endowment, because
it can foster skepticism. Status endowment should not be designed as a
“pure” endowment. Rather, it should be carried out in a way that augments customers’ perceptions of personal choice or achievement to foster
effectiveness.
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Abstract In this contribution we report on three recent advances in
modularity optimization, namely:
1. The randomized greedy (RG) family of modularity optimization algorithms are state-of-the-art graph clustering algorithms which are
near optimal, fast, and scalable.
2. The extension of the RG family to multi-level clustering.
3. A new entropy based cluster index which allows the detection of the
proper clustering levels and of stable core clusters at each level.
Last, but not least, several marketing applications of these algorithms
for customer enablement and empowerment are discussed: e.g. the detection of low-level cluster structures from retail purchase data, the analysis of the co-usage structure of scientific documents for detecting multilevel category structures for scientific libraries, and the analysis of social
groups from the friend relation of social network sites.
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1 The RG Family of Algorithms
In this section we give a short presentation of the RG family of algorithms
which optimize the modularity measure introduced by Newman and Girvan (2004):
Q(G, C) =

p
X

(e ii − a2i )

(1)

i =1
P

with e i j =

v x ∈C i
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e i j , where G = (V , E) is a loop-free

graph and C = {C 1 , . . . , C p } is a partition of V and M is the adjacency
matrix of G defined by m x y = m yx = 1 if {v x , v y } ∈ E and 0 otherwise.
Ovelgönne et al (2010a) and Ovelgönne and Geyer-Schulz (2010) modified Newman’s greedy algorithm (Newman, 2004) by randomizing the
selection of the first join candidate and by restricting the search for the
second join candidate to the neighboring clusters of the first candidate.
The randomized greedy (RG) algorithm accepts the best local improvement and, if no local improvement after k repetitions can be found, it
accepts the join with the least decrease in modularity (like a walksat
algorithm). The effect of the randomization of the greedy algorithm is
dramatic: In the 10th DIMACS Implementation Challenge (2012), the
RG algorithm won the Pareto challenge and is currently the most efficient graph-clustering algorithm. The main reason for the efficiency of
the randomization lies in the large number of equivalence classes of joins
with the same increase in modularity in real data sets (Ovelgönne and
Geyer-Schulz, 2012a).
A greedy algorithm – even with the modifications described above –
always finds a local optimum only. Ovelgönne and Geyer-Schulz (2012b)
and Geyer-Schulz and Ovelgönne (2013) introduced a second idea to find
heuristics which lead to better optima in modularity maximization: the
core group graph clustering (CGGC) scheme. The CGGC scheme combines the locally optimal solutions found by several runs of the RG algorithm (or any other modularity optimization algorithm) in such a way
that all the vertices which are in the same cluster in all locally optimal
solutions form a core group. The result of this is a core group partition.
The clusters of a core group partition contain the elements which have
been in the same cluster in all locally optimal partitions the core group
partition has been built from. Geyer-Schulz and Ovelgönne (2013) and
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Ovelgönne and Geyer-Schulz (2013) characterize the core group partition
as a saddle point on a Morse graph. Since a saddle point is always a point
from which several local optima can be reached, saddle points are good
restart points for an ensemble learning algorithm. The CGGC scheme
may be used repeatedly, we denote this variant as CGGCi.
The ensemble algorithm based on a combination of the RG algorithm
and the CGGC scheme won the modularity quality challenge of the 10th
DIMACS Implementation Challenge (2012) and currently is the algorithm with the highest modularity for large graphs (e.g. 1.3 million vertices, 14 million edges). Computing time ranges from approximately 30
seconds (RG) to 9 minutes (CGGCi/RG) on standard PCs for a graph
with approximately 860 000 vertices and 16 130 000 edges. A recent
benchmark of implementations of the randomized greedy algorithm in
five different programming languages (C++, Java, C#, F#, and Python)
has appeared in Stein and Geyer-Schulz (2013). For additional results,
see Ovelgönne and Geyer-Schulz (2012b), Geyer-Schulz and Ovelgönne
(2013), and Ovelgönne and Geyer-Schulz (2013).
Fortunato and Barthélemy (2007) showed the problem of the resolution
limit of modularity clustering, namely that the number of clusters chosen
by modularity based graph clustering algorithms is approximately the
square root of the number of edges. The second implication of the resolution limit is that modularity clustering favors partitions with clusters of
equal size. To eliminate the resolution limit from modularity clustering
(Geyer-Schulz et al, 2013) introduce a link parametrized modularity function with the parameter λ replacing the number of edges in the graph:
Ã
!
µ ¶2 ¶
p µ
p
X
d 2i
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di
1X
Q(G, C, λ) =
−
=
li −
(2)
2λ
λ i=1
4λ
i =1 λ
where l i is the number of edges in cluster C i and d i = 2l i + l out
with l out
i
i
defined as the number of edges connecting vertices in C i with vertices in
the rest of the graph. For λ ≤ 4 we get the singleton partition (the size
of C i is 1) and for λ >> 4L we get a single cluster which contains the
whole graph. This modification is the basis for using the RG-family of algorithms for multi-level clustering. Note, that the second implication of
the resolution limit is still in place: The parametrized modularity function still favors partitions with clusters of approximately equal size.
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2 Recognizing Clusters
Last, but not least, there remains the open problem of assessing the quality of a partition of vertices produced by a graph clustering algorithm.
Since assessing the quality of a cluster partition by human experts which
is still the gold standard in many areas of data analysis is impossible
because of the sheer size of the graphs becoming available from Internet
data sources, the proper evaluation of the result of clustering algorithms
has become a major research problem. A common formal approach to this
problem is to repeatedly apply a clustering algorithm and to assess the
stability of the solution by measuring the similarity of pairs of the produced partitions and to evaluate the distribution of the similarities. The
measures suggested can be classified as classical measures (e.g the Jaccard or the adjusted RAND index), set matching measures, and information based metrics. Two recent surveys on such measures are Meilă
(2007) and Vinh et al (2010).
The key problem of this approach is that the similarity is assessed only
between pairs of partitions and that the symmetries in solution sets are
not properly respected: Consider e.g. a ring structure of n vertices. A modp
ularity optimization algorithm will divide the ring in n clusters with
p
n vertices – or as near as possible if n is not a square number. However,
the partition we get will depend on the randomly selected starting point.
And, of course, there exist n starting points and thus we may get n different partitions. Consequently, the ring structure has no cluster structure.
However, measuring the similarity of pairs of partitions may not detect
this.
Geyer-Schulz et al (2013) propose a new information measure to assess
the information in a set of partitions. The basic idea of the measure is the
following fact: Graph symmetries give rise to permutation groups: e.g.
for a 9-element ring the permutation (912345678) is the generator of a
automorphism group of the graph of this ring.
Let Aut s (P) be the set of all partitions generated from partition P by
applying all permutations in the automorphism subgroup of graph G to
partition P.
The information content of each vertex v is given by
H(v) = min H(v, l) = −
l ∈L

p
X
i =1

P(i, v, l) log2 P(i, v, l)

(3)
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where p is the number of clusters and P(i, v) the probability that vertex v
is in cluster C i labelled l i for all Aut s (P). L is the set of all possible ways
to label the clusters in the partitions in P. The information content of
vertices can be used to identify vertices which belong to a cluster (stable
core groups) and vertices whose cluster membership changes.
The total entropy for the set of partitions Aut s (P) is then simply
P
H(Aut s (P)) = v∈V H(v). This measure still depends on the choice of the
assignment of vertices to clusters. To make the measure unique, we select
the assignment of vertices to clusters which minimizes H(Aut s (P)). And
for partitions of regular graph structures like a ring, the entropy will be
maximal, if the set of partitions we have used is Aut s (P). The last condition also indicates the main weakness of the proposed measures, namely
the missing capability to efficiently compute Aut s (P).

3 Customer Empowerment, Customer Enablement and
Modularity Clustering
Bowen and Lawler (1992) require that empowerment of service employees must be complemented by enabling service employees by management support, knowledge support, and technical support, so that empowerment works. The same holds for customer empowerment: Customer
empowerment will only work, if customers are also enabled. And enablement of the customer depends on customer-oriented service processes.
Critical for the success of such services is the development of a proper
theoretical framework for each concrete service which spans the gap between marketing and computer science.
In the following we present three scenarios in which we highlight the
potential of the RG family of modularity clustering algorithms for implementing innovative customer-oriented service processes.
The first scenario is a retail scenario: Recently (Die Zeit, 19.12.2012
(Schadwinkel, 2012c,a,b)), several retailers (and direct marketers) offer
the time-buying customer (Berry, 1979) new services like “the menu in
the bag” (Perfetto, Karstadt), “the walk-through receipt book” (Kochhaus,
Hamburg and Berlin) and “the delivered menu” (KommtEssen, Kochzauber, KochAbo, Schlemmertüte, HelloFresh). What the customer buys, is
a bundle of complementary products (the ingredients of the menu (more
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or less preprocessed) in the proper weight ratio) together with a process
description for cooking the menu.
Even a rather crude value analysis of these menu services (see e.g. Anderson et al (2006)) reveals that customer benefits are not restricted to
time savings, but that a rather subtle picture of consumer benefits exists: The bundle of complementary products in one bag eliminates the
search for menu ingredients (and the uncertainty of choice in combining
ingredients). Preprocessed ingredients reduce the number of preprocessing steps (washing, cooking, blending, cutting to shape, ...) and the time
needed for them. Packing ingredients in the proper weight ratio eliminates weighing (and errors in weighing) and reduces losses from excess
ingredients caused by unfitting package sizes and the effort of waste reduction by proper menu sequencing. Eliminating the need for menu sequencing reduces the consumer’s constraints in menu selection. Finally,
a proper process description eliminates the search for the cooking receipt
and eliminates uncertainty and potential pitfalls in the cooking process.
Process descriptions, of course, can be multi-media based and distributed
via mobile and/or social media (e.g. cooking video clips on YouTube).

Elimination of
random
co-purchases

Construction
of co-purchase
graph

Clustering of
co-purchase
graph
with RG-algorithm

Match small
clusters with
ingredients
of receipts

Extract
Menus

Fig. 1 The data analysis process for menu services

The micro-economic background theory for these services is the analysis of complementarities (induced by receipts as technological production
functions) as presented e.g. in (Milgrom and Roberts, 1992, pp. 106-113).
Clearly, analysing complementarities in a retailer’s sortiment is a promising application of RG algorithms (and of Ehrenberg’s repeat-buying theory (see Ehrenberg (1988)), a classic quantitative marketing theory): Figure 1 shows a generic 5-step data analysis process for supporting this
type of service from a retailer’s point of view:
1. The data source are market baskets from POS scanner data. In this
preprocessing step random co-purchases are eliminated with the help
of Ehrenberg’s logarithmic series models (see Böhm et al (2003)).

Recent Advances in Modularity Optimization and Their Application in Retailing

43

2. Next, an unweighted co-purchase graph is constructed from the nonrandom co-purchases generated in the previous step.
3. The unweighted co-purchase graph is clustered with the RG algorithm or one of its variants. For the innovative retail services discussed above a scale transformation of the cluster criterium (see formula 2) which produces relatively small clusters must be found. In
addition, stable clusters must be identified with the help of the methods presented in section 2.
4. These clusters are matched with the ingredient list of a large recipe
data base to identify popular menus which are candidates to be offered by such services.
5. The candidate menus are evaluated with regard to their potential
margin contributions, popularity, the availability of the basic ingredients and the capacity of the prepackaging facility. Finally, the menus
satisfying the retailer’s profitability and availability criteria are selected and extracted.
The second scenario is the analysis of the co-usage structure of scientific documents. Data sources are Google Scholar or the BibTip GmbH
(http://www.bibtip.com), a small German scientific recommender
service provider. BibTip currently has recommender information on 150
million scientific documents with a growth rate of approximately 1.3 million transactions per day. The preprocessing step corresponds to the first
subprocess in the first scenario.
However, in this scenario, the theoretical justification of the data analysis performed rests on the economic principles of incentive compatibility
and self-selection (see (Milgrom and Roberts, 1992, pp. 140-146 and pp.
154-158) and Spence (1974)). Time pressures on researchers as well as
students lead to incentive compatibility in information search: Almost all
of the users of a scientific library conduct their literature search taskspecific and as efficiently as possible. As a consequence, their choice behavior truthfully reflects their search interests and the search logs record
their true behavior (incentive compatibility). The task-specific nature of
the search behavior leads to self-selection: Users choosing the same information object have similar search interests and perform similar research
tasks. This self-selection effect allows the transfer of Ehrenberg’s repeatbuying theory to the analysis of anonymous session data and the identification of recommendations: All anonymous market baskets which contain
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the same information object are considered as the purchase history of a
latent, locally homogenous cluster of users whose revealed preferences
(by their choices) are recorded, aggregated, and analyzed. The privacy of
the user is respected. The results of the preprocessing step are the basis
of BibTip’s recommender service (Geyer-Schulz et al, 2003).
Construction of a recommender graph and clustering of the recommender graph can be done by the RG family of algorithms. Multi-level
clusters can be exploited for an improvement of the categorization of scientific documents, since currently only about 12 percent of scientific documents are properly tagged in the German scientific library system. Prototypes of new user interfaces which enable the user to navigate on the
recommendation network and thus through a semantic knowledge network have already been built (Neumann et al, 2008). Additional analysis
options may include the automatic analysis of knowledge diffusion and
knowledge transfer.
A direct application of social network analysis techniques for the purpose of analysing information needs, information exposure, information
legitimation, information routes, and information opportunities as promoted e.g. by (Haythornthwaite, 1996) requires the observation of information and communication flows between scientists and students. Monitoring information and communication flows, however, is a violation of
the privacy of users and of data protection laws in most countries. Librarians strongly oppose this type of system instrumentation. However, a
qualitative analysis of the information flows in a university environment
reveals that a strengthening of the information routes from the most experienced and advanced researchers in a disciplines to the novice students is desirable. A prototype of such a system (myVU) based on pseudoidentities and self-assessment of experience had been implemented and
deployed in a university environment by (Geyer-Schulz et al, 2001). However, user acceptance and support for this system was rather low. The
introduction of role-based extensions of scientific recommender systems
has failed because of privacy concerns. The challenge in introducing even
moderately personalized information systems is to do it in a privacyaware manner which is accepted by users.
The third scenario is the identification of social groups from the friendship link relation of social network sites like Facebook, Google+, or Xing.
In this setting, no preprocessing is necessary, the RG algorithms can be
directly applied to the complete friendship graph. However, depending on
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the application, partitions of clusters with appropriate size (corresponding to social groups at different scales) have to be selected. Doing this
in a proper way remains difficult without additional data enrichment
because of the trend to have considerably more friends in the Internet
than in real life. At least for the network provider, data enrichment by
attributes from personal profiles, additional communication data, etc. is
an option. A first application scenario of social clustering for emergency
alerts which is based on the social psychological analysis of bystander behavior has been described by Geyer-Schulz et al (2010), Ovelgönne et al
(2010b), and Geyer-Schulz et al (2012). Again, the theoretical backing
for this scenario is rather intricate: Darley and Latané provided a careful analysis of bystander behavior in emergencies (see Latané and Darley
(1970)) which has been verified by social psychological experiments over
the next 25 years (for a recent survey see Brehm et al (2005)). The key
finding of Darley and Latané (and their followers) is that a victim in an
emergency is more likely to receive help if at least a weak social tie with
one bystander exists. This finding provides the link to Granovetter’s theory of the role of weak links in society (Granovetter, 1973) and to social
clustering.
The exploration of social clustering for customer empowerment and enablement remains an important topic for further research. As the three
examples given above show, the design of services for customer empowerment and enablement require a sound theoretical foundation.
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Paying For a Higher Workload? The
Relation Between Customer’s
Co-Production and Willingness to Pay
Nicola Bilstein, Jens Hogreve, Christina Sichtmann and René Fahr

We increasingly observe the use of co-production in managerial practice,
as customers undertake additional tasks in service processes that service providers traditionally have performed. In 1995 Continental was
the first airline to offer self-check-in kiosks, but today more than two
thirds of travelers check in using self-service. Similarly, since their introduction more than 10 years ago, supermarket self-checkouts have
grown widespread (Hill, 2011). Nor are these shifts to more customer
co-production limited to technology-enabled contexts. Even some highend restaurants use co-production as core part of their business model,
such as the Seafood Market and Restaurant in Bangkok, where customers take a shopping trolley and wander around the market to choose
their food. They move to the checkout counter, where it is weighed and
sent to the kitchen while customers pay, before being seated to wait for
their dishes (http://www.seafood.co.th). In all these examples,
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providers benefit from co-production by substituting employee labor with
customer efforts. This substitution can lead to productivity gains (Bendapudi and Leone, 2003).
Yet such productivity gains through co-production can be a doubleedged sword. Acting as “partial” employees (Mills et al, 1983, p.120), customers might come to expect compensation for the time and effort they
invest in the service process. Thus, co-production may reduce their willingness to pay (WTP), defined as the maximum price a customer will
exchange (Wang et al, 2007) to receive a service they co-produce. In many
cases, service firms compensate customers with a price reduction (e.g.
Bowen, 1986), but if the price reduction must be very high to compensate
customers, it might outweigh the company’s productivity gains.
The price reductions offered for co-production often reflect the “gut
feelings” of executives, who might award them without clear knowledge
of whether and to what extent they are required by customers. Some
customers simply do not expect any monetary compensation for their efforts, because in addition to inducing costs (i.e., efforts), co-production
provides nonmonetary value (Yim et al, 2012). Customers might enjoy coproduction and thus find value in it (Lusch et al, 2007); this value in turn
can (partially) compensate customers and influence the relationship between their co-production and their WTP. This interaction requires managers to design pricing plans connected to co-production more carefully.
If the link between co-production and WTP is not as intuitive as it
may seem at first, we consider it surprising that no empirical study has
examined this relationship. To the best of our knowledge, this study offers
the first empirical investigation of this issue, in an attempt to address
three main research questions: Does co-production lead to lower or higher
levels of WTP? To what extent does co-production decrease or increase
WTP? Which factors moderate the link between co-production and WTP?
In turn, this research contributes to current research on co-production
which represents one of the key topics in marketing and service research
(Kunz and Hogreve, 2011). Prior studies link co-production to service
quality, perceived control, enjoyment, satisfaction, well-being, and loyalty
(e.g. Bendapudi and Leone, 2003; Gallan et al, 2013; Guo et al, 2013).
Despite the relevance of this issue, the price-related consequences of
co-production remain neglected; we extend previous research by linking
co-production to customers’ WTP. Beyond this main effect, we also pro-
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vide evidence of the contingent nature of the relationship between coproduction and WTP.
Definitions of co-production thus far have been neither selective nor
consistent (e.g. Auh et al, 2007). The plethora of definitions has contributed to mixed and partly contradictory empirical results (Groth,
2005), though they all require customers to be active in the service process (e.g. Gallan et al, 2013). Because co-production processes vary with
regard to the degree of customer participation, we also differentiate coproduction activities that are inseparable from the customer (e.g., seeing
the doctor for an examination) from those for which the performer does
not matter (e.g., blow-drying hair at the hairdresser). These facets of coproduction have not been discussed previously but seem highly relevant
for effective co-production management. Specifically, co-production activities may have varying impacts on outcome variables such as WTP or
satisfaction, depending on whether the customer must accomplish them
or not. Non-transferable co-production involves activities that must be
performed exclusively by customers. Transferable co-production instead
refers to participative activities that can be delivered by the customer or
the provider.
To address our central research questions, we conducted five studies
regarding the relation of co-production with WTP and its moderators.
We apply three methodological approaches. By relying on different experimental designs and using representative consumer and student data,
we also affirm the robustness of our results, increase their validity, and
strengthen the implications of our findings for theory and management.
From a conceptual perspective, we propose a new approach to coproduction, such that we differentiate non-transferable (i.e., tasks that
must be delivered by the customer) and transferable (i.e., tasks that can
be delivered by the customer) forms. Distinguishing these two types of coproduction improves understanding co-production itself and, by offering
a common definition for further research, supports the development of a
coherent body of knowledge.
From a methodological perspective, this study is one of the first to manipulate co-production by a real-world exercise in a service process (for
an additional example see Troye and Supphellen, 2012). In two studies,
participants actually “worked” before consuming a co-produced service,
which provided a direct implementation of co-production in an experimental design. To test the robustness of our results, we apply three ap-
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proaches across different service contexts: First, we used an incentivized
economic laboratory experiment to implement co-production and control
for external effects due to the absence of any frames. Second, we framed
co-production in a scenario-based and a field experiment. Third, in two
additional scenario experiments, we identified moderators of the relationship between co-production and WTP, which would not be effectively possible in the monetarily incentivized experiment.
From a managerial perspective, our study provides insights into the
extent to which consumers will expect price discounts or pay price premiums for varying levels of co-production. These insights support managers
in designing their pricing strategy and implementing appropriate pricing
instruments (e.g., price differentiation, price discrimination, value-based
pricing, price bundling) if customers co-produce. The findings will also
help managers with decisions relating to how co-production processes
should be designed and which market segments should be targeted in
order to realize higher prices.
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Mass Layoffs: When and How Do They
Affect Customer Satisfaction?
Johannes Habel and Martin Klarmann

Downsizing seems to be one of the most appealing cost-cutting strategies
to companies all around the world. Having emerged as a response to the
economic slowdown of the 1980s (Baumol et al, 2003), this controversial
management practice remains a topic of highest prominence even today.
In fact, between 2000 and 2008 (i.e., even before the financial crisis) more
than 10 million U.S. employees lost their jobs in over 52,000 mass layoff
events (Bureau of Labor Statistics 2009).
Interestingly, previous research shows that the attempt to improve
performance through mass layoffs often fails. In search for explanations,
researchers have begun to examine the effects of mass layoffs (often referred to as “downsizing”) on customer satisfaction and found first evidence of a negative relationship. As Chadwick et al (2004, p. 406) note,
“The general consensus among researchers over the last two decades is
that organizational performance is as likely to suffer as it is to improve
after downsizing.” In this context, marketing researchers have focused
on understanding the effect of downsizing on customer satisfaction, with
first studies reporting a negative relationship (Lewin, 2009; Lewin and
Johnston, 2008; Lewin et al, 2010, e.g.).
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We argue that this issue may well be more complex. Drawing on a
theoretical argument on the relationship between firm productivity and
customer satisfaction by Anderson et al (1997), we propose that it will
mostly depend on environmental factors whether downsizing has a positive or a negative effect on customer satisfaction. Consider for instance
the customer involvement into the product category as a context factor.
If customers are highly interested in a product category they are much
more likely to notice
1. the downsizing itself and
2. resulting changes in product performance.
Hence, downsizing is much more likely to have a negative effect on customer satisfaction in this situation. Similarly, we expect that the negative
effect of downsizing on customer satisfaction is stronger for service firms,
organizations low on organizational slack and organizations where labor
productivity is already high before the downsizing. Further, we expect a
more pronounced effect on satisfaction if the mass layoffs are conducted
proactively to further increase profits vs. reactively to help overcome an
organizational crisis. Finally, due to possible effects of downsizing on innovative capabilities, we expect that the negative effect of downsizing on
satisfaction is stronger in industries characterized by high R&D intensity.
To test our hypotheses, we combine data from three sources.
1. We use data from the American Customer Satisfaction Index (ACSI)
to measure our focal variable customer satisfaction.
2. We measure organizational downsizing as well as most context factors
using Compustat data.
3. To measure consumer industry involvement, we collected survey data.
The original sample for our study contains all companies listed in the
ACSI. We excluded companies that either were not incorporated in the
United States (e.g., BMW) or provided customer satisfaction data on the
brand instead of the firm level (e.g., Chrysler Corporation, for which the
ACSI differentiates between Chrysler and Dodge-Plymouth). We then
matched these companies with financial data and employment information of Standard and Poor’s Compustat, excluding companies that were
not unequivocally listed on Compustat or did not provide three consecu-
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tive years of complete data. Also, we included data only up to the year
2008 in order to exclude any exceptional effects of the recent world economic crisis.
We used two measurement approaches for determining whether a firm
had done downsizing or not.
1. Consistent with previous research we defined a dummy variable that
indicated whether the total number of a firm’s employees had gone
down compared to the previous year by 5% or more. Based on this, we
were able to identify more than 180 downsizing events.
2. We created a second narrower downsizing variable. Again this was a
dummy variable, but to consider an employee reduction as downsizing
it was additionally required that the mass layoff was also reported in
a corresponding newspaper article in a major business journal.
Using various panel regression estimators on our data, we find a negative effect of downsizing on customer satisfaction. However, it is not statistically significant. As hypothesized we can report that the negative effect of downsizing on customer satisfaction is generally more pronounced
if a company has low organizational slack, and if it operates in an R&Dintensive industry. Finally, as predicted, when using the broad downsizing operationalization there is a negative effect of downsizing in markets
that customers feel highly involved with.
Our research makes at least three contributions to the discipline.
1. We identify situations in which the effect of downsizing on customer
satisfaction is more pronounced.
2. By employing longitudinal data, our study allows us to make stronger
causal claims regarding downsizing’s effect on performance compared
with previous research. This is particularly important, because a negative association between downsizing and customer satisfaction can
also arise in cross-sectional data through an effect of customer satisfaction on downsizing. In fact it is quite plausible, that firms with unsatisfied customers will encounter performance problems that might
entice them to engage in downsizing.
3. Our study also contributes to downsizing research by demonstrating how satisfaction outcomes of downsizing may explain whether a
downsizing project is successful or not. By showing that downsizing
may have an indirect effect on financial performance via customer
satisfaction, our findings provide a possible explanation of why so
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many downsizing projects fail. Thus, we also contribute to research
on the so-called “hidden costs” of downsizing (Buono, 2003) by providing evidence that these hidden costs actually translate into monetary
disadvantages.
The full paper is available on request from the authors.
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Complaint Management and the Role of
Relationship Quality
Lars Meyer-Waarden and William Sabadie

Abstract Facing dissatisfaction, customers have several alternatives:
exit, loyalty and voice. The verbal answer (Voice) can be word-of-mouth
communication or a complaint which is a constructive way to express dissatisfaction to obtain a correction or compensation. The management of
complaints thus perfectly integrates within scope of customer relationship management to increase loyalty since it gives an organization a last
chance to retain dissatisfied clients (Smith et al, 1999). In addition, complaints are a very rich source of valuable information to improve quality continuously. The investigations on complaint management show that
the theory of justice (Adams, 1965) explains the satisfaction of complaining customers (Orsingher et al, 2010). However, the questions about the
nature and the valence of the compensations as well as which consumer
targets to privilege remain unanswered. The principal contribution of
this article is thus to determine the most effective dimensions of the theory of justice in the context of customer complaint management to satisfy
and retain customers. We differentiate the effectiveness of the complaint
management process according to the relationship quality or strength
between the firm and the customer. We first describe the key factors for
complaint management and then we explain our conceptual model as well
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as our hypotheses and methodology. Finally, the article shows the results
and finishes with a discussion, managerial implications and research directions.

1 Key factors in the management of complaints
The management of complaints aims at preserving the quality of a relationship. It is the one critical moment during which customers can test
the reality of the recompensation efforts which the firm is ready to grant
to satisfy them.

1.1 The role of relationship quality
The quality of the relationship indicates a psychological connection that
customers have with a firm. It can be considered as a global judgment
of the relationship (Garbarino and Johnson, 1999). In the literature a
consensus is established about the importance of satisfaction, trust, commitment and identity connection which influence the quality of the relationship (Bhattacharya et al, 1995).
The role of relationship quality is complex in the complaint management process and service incidents (Grégoire and Fisher, 2006). On
the one side, a strong relationship quality may have a protective effect
(Ahluwalia, 2002; Bolton et al, 2000). A strong bond between a customer
and a company (and thus strong loyalty) could result in lower expectations of the customer concerning the service quality (being less confronted
to competitors’ offers), a less severe judgment of the problem by the customer, and lead to more satisfaction with complaint management (Hess
et al, 2003). Furthermore, a bad complaint management might have a
less negatively influence on the customers’ trust and commitment (Tax
et al, 1998).
On the other hand, the relationship quality may lead to judgments and
behaviors that are relatively more negative for the company. Indeed, customers with strong relationship quality may have higher expectations in
terms of complaint management and might be particularily demanding,
because they know that they are very good customers (Tax et al, 1998;
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Kelley and Davis, 1994). They may be more inclined to feel betrayed, because the trust they had in the company has been disappointed by an
incident of service (Wetzel et al, 2012).

1.2 The role of perceived justice
The theory of justice explains how individuals react to situations of conflicts. The perception of justice results from a three-dimensional evaluation (Smith et al, 1999; Tax et al, 1998). A meta-analysis (Orsingher
et al, 2010) shows that distributive and interactional justice strongly influences the satisfaction and the behavior of complainers while procedural justice plays a very weak role. Thus, when consumers are dissatisfied
and when they have a feeling of injustice, they make a complaint to restore the balance of the exchange from an economic and relational point
of view. From an economic point of view, they wish to receive a proportional answer to their costs: the utility of the complaint must therefore
be higher than the perceived costs, including those related to the treatment of the complaint (Grégoire et al, 2009). From a relational point of
view, customers wish to be treated with consideration and respect by the
company.

2 Hypotheses
The effectiveness of the complaint efforts of the company must be considered with regard to the type of customers (Bolton et al, 2000; Wetzel et al,
2012). The relationship quality with customers plays a fundamental moderating role on the compensations to be granted (Wetzel et al, 2012). If the
relationship quality is good (bad), the level of necessary compensation efforts can (must) be lower (higher). A major weakness of this research
is that these authors do not distinguish distributive and interactional
efforts. We, therefore, suggest that the loyal individuals maintaining a
strong relationship quality with the firm are searching more for interactional efforts than new customers. This could be justified by the importance of this dimension in the field of complaint management (Smith et al,
1999; Tax et al, 1998). In addition, the interactional efforts are more able
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to restore a contract of trust and the status of the customer who might
feel betrayed because of the service incident. They would like to be recognized as such (Thibaut and Walker, 1975; Lind and Tyler, 1988):
H1 Loyal customers having a strong relationship quality with the firm
prefer interactional (non-monetary) compensations to distributive
(monetary) ones.
On the other hand, new customers, having a low relationship quality
with the firm, do not have identity connections with the company. They
should therefore be attached to rebalance the exchange in economic
terms:
H2 New customers having a weak relationship quality with the firm
prefer distributive (monetary) compensations to interactional (nonmonetary) ones.
In this context, we distinguish two types of compensations: money refunding and purchase voucher. The purchase voucher symbolizes the
desire of the firm and the customer to continue the relationship. That
is why we suggest that the loyal customers having a strong relational
quality with the firm are more willing to accept purchase vouchers
than refunding. This is coherent with their complaints’ targets to improve a given situation in case of dissatisfaction and to continue the
relationship with the firm.
H3 Loyal customers having a strong relationship quality with the firm
prefer purchase vouchers to money refunding.
On the other hand, a new customer does not need to restore trust and
inevitably has not committed yet into a new long term relationship.
H4 New customers having a weak relationship quality with the firm
prefer refunding to purchase vouchers.
Finally, the intensity of the effort of compensation (i.e. generosity)
must be considered. In H1 we suggest that loyal customers having a
strong relationship quality with the firm are more searching for consideration (interactional dimension) than economic benefits (distributive
dimension). On the other hand, customers having a low relationship
quality with the firm are more instrumentally orientated, and consequently, they are probably more sensitive to the intensity of the effort
of compensation (i.e. the monetary value; (Smith et al, 1999)).
H5 The importance of the intensity of the effort of compensation is
lower for loyal customers having a strong relationship quality with the
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firm than for new customers having a low relationship quality with the
firm.

3 Methodology
To test our assumptions we choose the experimental methodology by
scenario. The restaurant sector is selected, because consumption in a
restaurant is a current situation and involves relatively frequent problems of non-quality, because of the importance and the complexity of
the interpersonal relationships (i.e. customers and personnel in contact).
Within the scenario the respondent invites his/her father at the restaurant for celebrating his 50th birthday. The incidents include long waiting
in spite of reservation, poor dishes and quality, lack of reactivity of the
staff.
We consider two types of distributive compensations to distinguish
their relative impact and their valence and two interactional compensations:
1. The nature of compensation: The restaurant offers
a. a purchase voucher to be used on a forthcoming consumption or
b. money refunding.
2. The intensity (or the monetary value of refunding or the purchase
voucher): The offer of the restaurant corresponds to
a. the total amount (100%) or
b. a part (66%) of the value of the meal.
3. The interactional compensation: We compare the situation where
a. the owner contacts the complainer by telephone in order to apologize (i.e. strong relational value) or
b. the restaurant sends an impersonalized email (i.e. low relational
value).
8 compensation scenarios with 2 × 2 × 2 dimensions (3 attributes of compensations having each 2 levels) were thus generated by an orthogonal
design.
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A pretest of the scenarios (N = 80) validates the experimental conditions:
1. In the case of strong relationship quality perceived trust (mean 5.95)
and loyalty intention (mean 5.58) are significantly higher (p < 0.01),
than in the case of low relationship quality (mean perceived trust 1.63
and mean loyalty intention 1.08).
2. The scenario incident is judged critical (mean 5.03) and the restaurant is judged responsible for the problem (mean 6.16).
3. Concerning justice, the response (personal apology with a mean of
3.93; “Apologizes of the staff were sincere”) is perceived as more just
than the impersonalized response (mean 2.78) with p < 0.01. The media of response (mail versus phone) does not influence the distributive
justice (“the response gives me the impression to have good value for
my money”: p > 0.2).
4. But the intensity of compensation influences significantly the distributive justice (mean 100% compensation 4.02 vs. mean 66% compensation 3.13, p < 0.01), but does not influence interactional justice
(p > 0.5).
The investigations have been carried out between 2010 and 2011 with
301 students from 3 French universities. The interviewees, either supposed to be a new client who comes for the first time (N = 152) or a loyal
client having a strong relationship quality with the owner and a strong
attachment to restaurant (N = 149), are invited to classify by descending
preference the most desired compensation (“1”) to the least preferred one
(“8”). A random rotation of the scenarios is made before each investigation (type of client and scenario) to avoid systematic bias. To calculate the
partial utilities of the attributes, a conjoint analysis is used.

4 Results
The relative importance of the compensations varies according to the type
of client. Table 1 shows the importance of the attributes for new and loyal
clients. Table 2 the partial utilities of the attributes’ levels for new and
loyal clients, respectively.
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Table 1 Importance of attributes
Attribute

New Clients Loyal Clients

Nature of Compensation
Intensity/Monetary Value
Interactional Compensation

28%
20%
52%

8%
9%
83%

Table 2 Partial utility (P.U.) of attribute levels
Attribute

Level

Nature of
Compensation

Voucher
Refund

-0.263
0.263

0.06
0.06

0.141
-0,141

0.044
0.044

0.182
-0.182

0.06
0.06

0.147
-0.147

0.044
0.044

Personal call
1.211
Impersonal mail -1.211

0.06
0.06

1.401
-1.401

0.044
0.044

0.06

3.8

0.044

Intensity/
100%
Monetary Value 66%
Interactional
Compensation
(Constant)

New Clients
Loyal Clients
P.U. Std. Error P. U. Std. Error

4.5

For loyal customers, compensations’ interactional dimensions (i.e. the
quality of the relationship) are much more important (83%) than for new
customers (52%). H1 is thus validated. If the quality of the relationship
with the firm is good, the compensations’ distributive dimensions (nature
of compensation (8%) and intensity of the effort (9%)) are significantly
less important for loyal customers than for new customers. Moreover the
purchase voucher, as expected in H3, is preferred to refunding by loyal
customers. This confirms the intention of loyal customers to maintain
the relationship with the supplier. In order to confirm this result, we carried out a supplementary inter-subject experiment with another group of
students. For this, we created two scenarios:
1. the restaurant offers refunding (N = 39) or
2. a purchase voucher (N = 31).
In both cases, we only consider the case of loyal customers who are
contacted by the owner of the restaurant who offers a compensation of
a value equivalent to the amount of the meal. The feeling of perceived
justice is not significantly different according to the nature of the compensation (mean of perceived justice for voucher (5.13) and for refunding
(5.08), p = 0.86).
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On the other hand, for new customers the nature (28%) and the value
(20%) remain important, in spite of the fact that the relational value is
the most important dimension. H2 is rejected, but it becomes clear that
the relational component of the complaint is less important for new customers than loyal ones. Refunding as a compensation with less links to
the supplier has higher partial utility (0.263) than purchase vouchers
(−0.263). H4 is validated. Finally, in support with H5, the importance
of the monetary value of the compensation is lower for loyal customers
having a strong relationship quality with the firm. The differences are
significant for all the assumptions (χ2 -test, p < 0.01 or 0.05).

5 Discussion and implications
The results show the importance of the relationship quality with the customer. On the one hand, the interactional efforts are preferred for all customers types (loyal vs. new). It is thus important to establish a direct relationship with the customers; a phone call is preferred to an email. The
quality of the relationship thus influences the effectiveness of the complaint management. For loyal customers with strong relationship quality,
the direct contact with the firm is by far the most important compensation element. It is important for them to re-establish a contract of trust
and to be considered as “special clients”. It might even enable firms to
reduce the compensations’ amounts. Lastly, loyal customers more easily
accept purchase vouchers than refunding, because vouchers symbolize
their intention to continue the relationship. These clients have more attachment to symbols than to money.
For new customers, even if interactional efforts constitute the most
important factor, they try to rebalance the exchange in economic terms.
They prefer re-funding, because they do not need to restore trust, and
they do not necessarily try to establish a long term relationship in case
of dissatisfaction. These clients have an instrumental orientation, and
are more sensitive to the intensity of the effort of the compensation. It is
thus very important that the firm grants them a compensation equal to
the full value of the service.
For the management of complaints, it is important to understand
which compensations are most valued according to the type of customers
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(new vs. loyal). This highlights the need for a differentiated reward management. The firm can offer limited distributive or monetary efforts to
loyal customers, if managers pay attention to interactional or relational
elements. On the other hand, the distributive efforts must be maximized,
if the objective is to satisfy new customers.
Variables such as the sector, the responsibility of the company for the
incident, and the customer involvement are likely to influence the results
and could be integrated. On the theoretical level we study the impact of
the compensations via preferences. It would be interesting to consider
other variables of the complaint-handling process such as the perceived
justice or satisfaction. The effectiveness of the complaint management
could also be approached by the measure of purchase, word-of-mouth or
retaliation intentions. The effects of interactions between the compensations could be studied more thoroughly. Finally, individual financial indicators, such as “Customer Lifetime Value”, could be integrated in future
research, to grant compensations according to the value of the customers.
This last point is important as the profitability of a complaint management program must especially be measured by its profit contribution.
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Customer-to-Customer Interactions within
Online Review Sites: A Typology of
Contributors
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Abstract As the Internet has become an increasingly relevant communication and exchange platform, social interactions exist online in multiple forms. Based on the literature on electronic word-of-mouth (eWOM)
communication, social exchange theory and transformative consumer research, we conduct latent profile analysis to understand who engages in
eWOM communication as well as how and why they do so. In addition
to the traditional dichotomy of “posters” and “lurkers”, we show that another group is included, which multiplies the scope of the WOM through
transmission. By identifying and describing two active customer groups
in addition to lurkers, our study provides insights into important user
groups. Both groups are central for the service provider to manage the
community and for understanding who contributes to social capital. Reciprocity as important mechanism in virtual environments presents a key
condition for the development of social capital. Our research contributes
to the growing field of consumer articulations online by empirically investigating why individuals engage online in social capital generation.
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1 Introduction and research goals
Over the last years, electronic Word-of-Mouth (eWOM) has received considerable attention from academics. eWOM is referred to as “any positive
or negative statement made by potential, actual, or former customers
about a product or company, which is made available to a multitude of
people and institutions via the Internet” (Hennig-Thurau et al, 2004).
An increasing number of empirical studies have researched the effects of
eWOM messages on purchasing intentions (Park and Lee, 2009), product
and brand choice (Senecal and Nantel, 2004), consumer attitudes (Lee
et al, 2008), and on sales (Chevalier and Mayzlin, 2006). Thus, there is
numerous evidence that eWOM is beneficial for the company and offers
them an effective marketing tool to compete in the marketplace.
However, eWOM is not only beneficial for companies, but also for the
society at large. Sharing one’s own experiences with other individuals online helps customers to connect with peers and builds social bonds (Belk
and Llamas, 2011). These relational online interactions empower consumers to evaluate marketplace offerings and enable them to make better informed decisions (Kozinets, 1999). Thus, eWOM is a very effective
consumption decision tool for individuals.
Whereas previous research has shown the relevance of eWOM for marketers and consumers (Huang et al, 2007), the literature lacks of empirical insights on the interdependence of individuals’ eWOM behaviors in
relation to their motives (Shao, 2009) and on the diversity of online interactions. This raises the following questions: Who are the individuals
that are engaging in online activities and, therefore, in the generation of
social capital for the public benefit? What are the applications that different user groups prefer? What drives them to serve the community on
a regular basis?
To answer our research questions, we develop a framework based on
the motivational psychology literature (Langens and Schmalt, 2008), social capital (Adler and Kwon, 2002) and social exchange theory (Blau,
1986). We followed a multi-step analysis approach – content analysis and
latent profile analysis – to identify and differentiate groups of eWOM
senders.
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2 Method and results
We conducted an empirical study analyzing eWOM senders who posted
hotel reviews on review sites (e.g., TripAdvisor.com). From a conceptual point of view, investigations of eWOM via online reviews are advantageous in that both first-order (e.g., writing a hotel review) and secondorder eWOM (e.g., forwarding reviews and other content to friends) communication occur on these opinion platforms. We developed and programmed an online questionnaire and collaborated with a hotel review
site, which posted the link transferring the participant to our online
questionnaire at the end of the rating process. In total 693 site users
participated in the study.
At the beginning of the questionnaire, we asked each respondent to explain in his own words the reason for writing the review. We used content
analysis for analyzing the responses (Kassarjian, 1977). The results show
that the written review was related to a positive experience for 48.5%,
and to negative experiences for only 9.8% of the respondents. Nevertheless, the largest group of the consumers (i.e., 40.0%) was driven by altruistic motives without expressing any valence in their statements. The
importance of giving something back to the community is also supported
by the fact that 19.9% mentioned that they regularly read reviews and
simultaneously expressed a desire to help other consumers.
In a second step, we used latent profile analysis to detect different
underlying patterns of eWOM contributors. We used existing scales to
measure the different activities and motives of the participants by using
7-point Likert scales ranging from 1 (“strongly disagree”) to 7 (“strongly
agree”). To classify the respondents with regard to their activities on the
review site, we measured the degree of various possible activities. As recommended by the literature to reduce the set of variables for the latent
profile analysis (Bacher et al, 2010), we reduced the various activities
through factor analysis to 3 components: passive activities (e.g., reading
reviews and ratings), active 2nd-order activities (e.g., forwarding others’
reviews), and active 1st-order activities (e.g., writing reviews). We tested
by means of the latent profile analysis a wide range of potential classification solutions and computed proportional class assignments based on
the Bayes estimators. We decided to stick with the 3-class solution. Table
1 provides an overview of the identified classes.
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Table 1 Overview of the 3 classes
Overall
n
Class size
Activities
Passive
Active second-order
Active first-order
Booking hotels/travels
Motives
Altruism based on
positive experiences
Altruism based on
negative experiences
Venting negative
feelings/ retaliation
Social bonding
Economic incentives
Intrinsic fun and
enjoyment

Class 1
Lurkers

%

n

%

693 (100)

382

(55.1)

(ξ )

x
5.11
2.33
4.64
3.56

(1.29)
(1.36)
(1.69)
(2.12)

x

(ξ )

x1 Si g.
4.55
1.72
3.66
3.07

(ξ 1 )

***
***
***
***

(1.27)
(0.76)
(1.44)
(1.97)

x1 Si g.

(ξ 1 )

Class 2
Creators
n
%
94

(13.6)
(ξ2 )

x2 Si g.

5.99 *** (0.76)
1.65 *** (0.61)
6.61 *** (0.48)
3.76
(2.32)
(ξ2 )

x2 Si g.

Class 3
Multipliers
n
%
217

(31.3)

x3 Si g.
5.73
3.71
5.51
4.35

(ξ3 )

***
***
***
***

(1.00)
(1.41)
(1.12)
(2.04)

x3 Si g.

(ξ3 )

5.61 (1.14)

5.19 *** (1.18)

6.21

(.73)

6.08 *** (0.90)

4.68 (1.59)

4.22 *** (1.54)

5.38 *** (1.44)

5.20 *** (1.46)

1.86 (1.26)

1.71 *** (1.06)

2.15

2.01

2.39 (1.48)
1.73 (1.26)
2.76 (1.60)

2.06 ** (1.19)
1.62 *** (1.09)
2.38 *** (1.31)

2.10 *** (1.20)
1.43 ** (0.86)
3.01
(1.59)

* (1.41)

(1.45)

3.10 *** (1.77)
2.06 *** (1.57)
3.31 *** (1.78)

Means and standard deviation in brackets.
Si g.: Significance of difference between overall mean and class mean.
p < .1 : ∗; p < .05 : ∗∗; p < .01 : ∗ ∗ ∗.

Compared with the passive activities (F = 108.13; p < .001; η2 = .24),
the other two activities variables, active second-order activities (F =
301.03; p < .001; η2 = .47) and active first-order activities (F = 285.68; p <
.001; η2 = .45), significantly contributed to the separation of the 3 classes.
The first and largest class contains more than half of the participants in
our sample. The members of this class - the lurkers - are more interested
in passive activities (M = 4.55; SD = 1.27) than in the active 1st-order
(M = 3.66; SD = 1.44) or active second-order activities (M = 1.72; SD =
.76). The second class – the creators – represents the smallest class of
the sample (13.6%). This class is primarily interested in the two core
activities on the review site: reading (M = 5.99; SD = .76) and writing
reviews (M = 6.61; SD = .48) and much less interested in second-order
activities (M = 1.65; SD = .61). The third class contains almost one-third
of the sample. The members in this class - labeled multipliers - are characterized by high means of their passive activities (M = 5.73; SD = 1.00)
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and active first-order activities (M = 5.51; SD = 1.12). In addition, multipliers exhibit comparably greater interest in second-order activities
(M = 3.71; SD = 1.41).

3 Discussion
The advent of the Internet has created a vast multitude of methods for
sharing information, communicating with others, and expressing oneself. As stated by various scholars, prior research has largely ignored the
specifics and potentially different manifestations of eWOM communication (Libai et al, 2010). To address this problem, we developed a framework that integrates first- and second-order eWOM. Based on this, we
conducted a classification and motivational analysis of eWOM participants within the context of online hotel reviews. The results of the latent
profile analysis reveal 3 classes of individuals, namely lurkers, creators
and multipliers with regard to eWOM activities.
In our study, altruism-related motives clearly outranked the social
bonding motive. This result can be linked to the characteristics of the
environment in which we conducted our study - online review sites.
Furthermore, the notion of exchange and reciprocity appears to be
increasingly important in the virtual field and should be further investigated in future research (Chan and Li, 2010). Individuals who are reading other people’s opinions and experience reports may perceive a social
debt and feel obliged to give something back to the community (Blau,
1986). Travelers can amortize this debt by contributing reviews in return.
Identifying and profiling contributors is an important issue for managers, particularly in the context of virtual communities (Wasko and
Faraj, 2005; Sonnenbichler and Bazant, 2012). With regard to WOM research, practitioners show increasing interest in stimulating favorable
customer-to-customer communication (Kumar et al, 2010).

74

Andreas Munzel and Werner H. Kunz

References
Adler PS, Kwon SW (2002) Social capital: Prospects for a new concept.
The Academy of Management Review 27(1):17–40
Bacher J, Pöge A, Wenzig K (2010) Clusteranalyse: Anwendungsorientierte Einführung in Klassifikationsverfahren, 3rd edn. Oldenbourg,
München
Belk R, Llamas R (2011) The nature and effects of sharing in consumer
behavior. In: Mick DG, Pettigrew S, Pechmann C, Ozanne JL (eds)
Transformative Consumer Research for Personal and Collective WellBeing, Routledge, New York, pp 625–646
Blau PM (1986) Exchange and Power in Social Life, 2nd edn. Transaction,
New Brunswick, NJ
Chan KW, Li SY (2010) Understanding consumer-to-consumer interactions in virtual communities: The salience of reciprocity. Journal of
Business Research 63(9–10):1033–1040
Chevalier JA, Mayzlin D (2006) The effect of word of mouth on sales:
Online book reviews. Journal of Marketing Research 43(3):345–354
Hennig-Thurau T, Gwinner KP, Walsh G, Gremler DD (2004) Electronic
word-of-mouth via consumer-opinion platforms: What motivates consumers to articulate themselves on the internet? Journal of Interactive
Marketing 18(1):38–52
Huang CY, Shen YZ, Lin HX, Chang SS (2007) Bloggers’s motivations and
behaviors: A model. Journal of Advertising Research 47(4):472–484
Kassarjian HH (1977) Content analysis in consumer research. The Journal of Consumer Research 4(1):8–18
Kozinets RV (1999) E-tribalized marketing?: The strategic implications of
virtual communities of consumption. European Management Journal
17(3):252–264
Kumar V, Petersen JA, Leone RP (2010) Driving profitability by encouraging customer referrals: Who, when, and how. Journal of Marketing
74(5):1–17
Langens TA, Schmalt HD (2008) Motivational traits: New directions and
measuring motives with the multi-motive grid (MMG). In: Boyle GJ,
Matthews G, Saklofske DH (eds) The SAGE Handbook of Personality
Theory and Assessment: Volume 1 – Personality Theories and Models,
SAGE, London, pp 523–545

Customer-to-Customer Interactions Within Online Review Sites

75

Lee J, Park DH, Han I (2008) The effect of negative online consumer reviews on product attitude: An information processing view. Electronic
Commerce Research and Applications 7(3):341–352
Libai B, Bolton R, Bügel MS, De Ruyter K, Götz O, Risselada H, Stephen
AT (2010) Customer-to-customer interactions: Broadening the scope of
word of mouth research. Journal of Service Research 13(3):267–282
Park C, Lee TM (2009) Antecedents of online reviews’ usage and purchase
influence: An empirical comparison of U.S. and Korean consumers.
Journal of Interactive Marketing 23(4):332–340
Senecal S, Nantel J (2004) The influence of online product recommendations on consumers’ online choices. Journal of Retailing 80(2):159–169
Shao G (2009) Understanding the appeal of user-generated media: A uses
and gratification perspective. Internet Research 19(1):7–25
Sonnenbichler A, Bazant C (2012) Application of a community membership life cycle model on tag-based communities in twitter. In:
Gaul WA, Geyer-Schulz A, Schmidt-Thieme L, Kunze J (eds) Challenges at the Interface of Data Analysis, Computer Science, and Optimization, Studies in Classification, Data Analysis, and Knowledge
Organization, Springer, Berlin/Heidelberg, pp 301–309, DOI 10.1007/
978-3-642-24466-7_31
Wasko MM, Faraj S (2005) Why should i share? examining social capital and knowledge contribution in electronic networks of practice. MIS
Quarterly 29(1):35–57

Converting Opinion Seekers in Opinion
Givers in the Tourism Industry: Building
Trust is Critical!
Gilles N’Goala and Caroline Morrongiello

Abstract With the Web 2.0, the interpersonal influence now includes its
extension in cyberspace with electronic word of mouth. Thus, consumers
become producers of information and create content. However, companies
face difficulties in making them “partial employees” who will actively participate in co-creating value, in content production and in promoting their
products on the web. From a literature review and a qualitative study,
we identify eight possible antecedents of consumer participation and customer engagement towards a brand. Using structural equations modeling, we test our model in a French Ski Resort (N = 1352) and demonstrate
that consumers actively participate in opinion platforms to help companies (resort, destination) and not to vent negative feelings. The low level
of consumer participation in opinion platforms is mainly due to their high
level skepticism regarding the sincerity of online reviews and the companies’ opportunistic and manipulative practices (false reviews, etc.). Companies should trust their customers if they want them to become active
promoters of their services on the internet.
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1 Introduction
The development of Web 2.0 breaks the rules of many industries, and
especially of the tourism industry. Tourism providers (hotels, restaurants
etc..) do not even fully control their communication and have to face three
new phenomena:
1. the omnipresence of specialized community sites, and in particular
Tripadvisor (40 million unique visitors / month, 40 million reviews,
14 languages),
2. the rise of online travel agencies (oppodo, booking, expedia, etc.) that
gather almost 3/4 of published comments today,
3. the emergence of new “voices” on travel blogs, travelers’ forums and
on social networks (Facebook, etc.).
Companies have then two contradictory objectives: On the one hand,
they aim at controlling and influencing what is said online, since they
do not really trust their customers and are afraid of the potential negative impact of negative word of mouth (WOM); on the other hand, they
want to have engaged customers, who articulate themselves on the Internet, express positive WOM and generate contents on their websites
(Van Doorn et al, 2010). However, they face many difficulties to engage
their customers to participate in content production on the web 2.0. From
our empirical study in France for instance, we found that 56% of consumers read the other tourists’ online reviews before a journey, but only
28% actively participate and give their opinion after their journey. Companies then have to fight against the passivity of the silent majority of
customers who passively read online reviews (opinion seekers) but do not
actively participate (opinion givers) (Moe et al, 2011).
Empirical studies have been done to examine what generally motivates consumers to articulate themselves offline (Dichter, 1966; Engel
et al, 1993; Sundaram et al, 1998) and online (Hennig-Thurau et al, 2004;
Moe and Trusov, 2011). While the literature looks at what motivates consumers to post online reviews in general, our study aims at understanding what is the impact of individual factors (such as self-confidence) about
a specific brand (a ski resort) with the backdrop of the consumer/brand
relationship (brand attachment). Furthermore, prior research underestimates the potential impact of consumers’ skepticism about opinion platforms, which is growing, because companies manage their e-reputation
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and are suspected to manipulate online reviews. Given that companies
aim at controlling and managing their e-reputation on opinion platforms,
consumers might be more reluctant to post comments and evaluations
and to be actively engaged towards brands. The purpose of this paper is
therefore to better understand why and how tourists participate in the
web 2.0 and decide to post online reviews on different opinion platforms,
such as specialized community websites, online travel agencies’ websites,
hotels and restaurants’ websites, blogs, travelers’ forums and social networks. While previous studies highlight general motives for eWOM (altruism, revenge, etc.), we hereafter also consider the individual factor
of self-confidence, consumer skepticism about opinion platforms and consumer attachment to the brand.
Firstly, we present a brief literature review on consumer participation
in the web 2.0 and on customer engagement to highlight the potential
antecedents which have already been emphasized in prior research. Secondly, we present the results of a qualitative study that aimed at deeply
understanding the way tourists act and react to opinion platforms. This
allows us to highlight additional antecedents to eWOM. From the literature review and the preliminary qualitative study, we then elaborate a
conceptual framework and develop hypotheses. Afterward, we show the
results of a quantitative study conducted among tourists of a French Ski
Resort (Le Grand Bornand, N=1352). Finally, we will draw conclusions
from our studies and discuss theoretical and managerial implications.

2 Literature review: Antecedents of customer engagement
For Keller and Berry (2006), 90% of word of mouth conversations take
place offline, and these “conversation catalysts” now rely heavily on the
Internet as a resource to convey this information to their families and
friends. This marketing communication model is more horizontal and
customer engagement behavior (CEB) is a key objective. Van Doorn et al
(2010) defined CEB, beyond brand communities, as “the customer’s behavioral manifestation toward a brand or firm, beyond purchase, resulting
from motivational drivers. CEBs include a vast array of behaviors including word-of-mouth (WOM) activity, recommendations, helping other customers, blogging, writing reviews, and even engaging in legal action”. Web

80

Gilles N’Goala and Caroline Morrongiello

2.0 could be both an opportunity (interactivity and value co-creation) and
a threat (loss of control over reputation). According to Moe et al (2011),
customers always seek the opinions of others before making a purchase
and it is much less common for customers to share their opinions online.
They show that the opinions that potential buyers and social media
strategists read only come from a small segment of consumers. But the
objective of web 2.0 is not just to identify a relative small number of influential, knowledgeable, communicable and innovative opinion leaders
having an influence on a large number of followers. The electronic word
of mouth relies heavily on thousands of customers having a personal experience with specific products and services. Therefore, we need to determine what could lead the majority of customers to break the silence. Most
empirical studies (see Table 1) do not relate opinion seeking and opinion
giving, whereas opinion giving may also depend on consumers’ opinions
and skepticism concerning opinion platforms.
While the literature looks at what motivates consumers to post online
reviews in general (Hennig-Thurau et al, 2004), we still miss empirical
studies which consider the potential impact of individual factors (such as
self-confidence) about a specific brand (Le Grand-Bornand resort) with
the backdrop of the consumer/brand relationship. We aim at filling this
gap.

3 Qualitative Study
During a first stage, a qualitative study was conducted with the intention to understand why people seek and share personal opinions on the
Internet and the way they do it. It was conducted at Le Grand Bornand,
a French-Alps ski resort. The semi-directive interviews were conducted
as individual interviews with 16 tourists. Each interview lasted 45 minutes. The first part of the interview guide that we developed dealt with
the experience of tourists to the station. Respondents were then placed
in front of a computer and they had to post a comment about their stay
and then, they had to consult comments on the web and react. This allowed us to put them in the position of opinion-platforms users and bring
out a number of themes that are omnipresent in the discourse of Internet users. To analyze the content, a thematic analysis was conducted by
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Table 1 WOM and eWOM antecedents
AUTHORS

Dichter (1966)

CONCEPTS

CONCEPT
DEFINITION

Engel et
(1993)

al Sundaram et al (1998) Hennig-Thurau
et al (2004)

Word-of-Mouth (WOM)

WOM is an
informal mode
of communication
between
private
parties concerning
the evaluation
of goods and
services

IDENTIFIED
Product
ANTECEDENTS involvement
Self
involvement

WOM is an interpersonal influence where
information is
sought as well
as given.

WOM is a form of
interpersonal
communication
among
consumers concerning
their personal experiences with a firm or
a product. It can be
positive or negative
(NWOM). The NWOM
is correlated with
negative consumption
experiences.

Electronic
Word-of- Mouth
(eWOM)
eWOM is any positive or negative
statement made
by potential, actual, or former
customers about
a product or company, which is
made
available
to a multitude
of people and
institutions
via
the Internet

Involvement

Product involvement; Venting negative
vengeance; anxiety re- feelings
duction
Self
Self enhancement
Enhance
their
enhancement
own self work;
positive
self
enhancement

Other
involvement

Concern for
others

Message
involvement

Message
intrigue

Altruism; helping the Concern for other;
company
helping the company

Cognitive
dissonance

grouping by themes the respondents’ observations (Savoie-Zajc, 2000).
We then carried out the coding operations of the observations. The aim
during this content analysis phase consisted of applying to the corpus
data processing that allows the access to a different meaning without
distorting the original content. Therefore, we have categorized the topics
putting together common elements under the following headings: exerting power and setting freedom of expression, rewards and punishments
given to professionals, self-confidence in the ski resort choice, skepticism
concerning the potential influence on others, difficulty in forming an opin-
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ion based on very different evaluations, distrust toward the professionals’
practices on the web (hotels, restaurants, etc.), and attachment to the resort.
This research confirms and complements previous studies (HennigThurau et al, 2004) which underline general personal motivations, but
fail to consider individual factors (self-confidence) and consumers’ skepticism about opinion platforms. We also note that consumers do not seek
the approval of others and ego-reinforcement through web 2.0 participation. In most opinion platforms, most comments and evaluations are
totally anonymous (except for social networks). In this qualitative study,
we simultaneously consider opinion seeking and opinion giving and show
that these activities are not totally independent. Moreover, in the tourism
industry, we note that consumers’ identification and affiliation with the
resort strongly influences their participation in opinion platforms: The
more committed to the service brand the consumers are, the more active
they are likely to be on opinion platforms.

4 Conceptual framework and hypotheses
Based on prior literature and qualitative study, we elaborate a conceptual
framework to explain consumer participation in opinion platforms in general as well as customer engagement behavior regarding a specific brand
in particular (see Fig. 1). Firstly, we highlight personal motives, which
lead consumers to articulate themselves on opinion platforms. Previous
studies (Hennig-Thurau et al, 2004) underline that consumers express
their opinions to:
1. help other consumers (altruism), without expecting any rewards in
return,
2. exert power, e.g. influence companies’ decisions and restore equity in
consumer-company relationships,
3. venting negative feelings (vengeance) and attribute rewards and punishments to companies,
4. helping the company, in improving its services and developing its activities.
We also assume the potential role of three types of consumer confidence:
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1. confidence in themselves in their skills and ability to select a good
product/service (self-confidence is a dimension of personality that reflects a person’s perceived control over him or herself and the environment, which is based on a personal history of successful goal-directed
behavior, Tafarodi and Swann (1996)),
2. confidence in others’ comments and evaluations, in particular in the
sincerity of the opinions delivered online,
3. confidence in the marketers’ online practices.
Previous studies (Sher and Lee, 2009) underline that online reviews
foster consumer skepticism and cast doubts on trustworthiness of these
online messages. The authors see consumer skepticism as a consumer
tendency to believe or disbelieve in online reviews. In our study, we postulate that skepticism is not a consumer individual variable but a situational variable based on online reviews’ perceived sincerity. When consumers are suspicious about the companies’ practices on opinion platforms (false comments, e-reputation management, etc.), they are less
likely to participate. In contrast, when they believe in the sincerity of
other consumers’ comments and evaluations found on these platforms,
they are more likely to share and express their opinions with them by
reciprocity. The source credibility remains a key driver of communication.
Furthermore, self-confident consumers are less reluctant to share their
opinions, since they believe they have an expertise in the field (tourism,
ski resort, etc.) which could be useful for others. We also integrate an additional antecedent to consumer participation on opinion platforms concerning a specific brand: consumers’ attachment to the brand. Park et al
(2010) define “brand attachment as the strength of the bond connecting
the brand with the self ”. Since the brand represents who they are (e.g.
an identity basis) or because it is personally relevant (an instrumentality basis), consumers are more likely to actively promote its products
and services online and to become its “advocates” in opinion platforms.
Therefore, we develop our hypotheses by drawing upon the theoretical
frameworks on the motives of WOM and eWOM that we discuss above
(Tabular 1). Our main hypotheses are summarized in Figure 1.
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Fig. 1 A conceptual framework of the study

5 Quantitative Study
During a second stage, a quantitative study was conducted with the intention to measure the impact of the previously identified variables on
Internet-users information seeking and participation on the web 2.0.
We sent a message to an emailing list provided by the Grand Bornand
Tourist Office (Savoy). The survey was self-administered by the Internet
using software sphinx online, we collected 1385 answers from Le GrandBornand tourists. To estimate general consumer participation, we asked
them whether they have posted reviews, gradings or evaluations (yes /
no) on six types of opinion platforms: Specialized community websites
(trip advisor for instance), online travel agencies websites (expedia, etc.),
hotels and restaurants’ websites, blogs, travelers’ forums and social networks (facebook for instance). Then, we summed up the scores to capture
the level of consumers’ participation in web 2.0 platforms (from 0 to 6). To
apprehend customer engagement toward the Grand Bornand, we asked
them to indicate how frequently they have posted online reviews concerning this ski resort during the last year (from 1 “never” to 5 “very often”).
To measure the eight independent variables shown in Figure 1, we refer to measurement scales which have been developed in the literature
(see Table 2). These measurement scales were then adapted to the e-
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Table 2 Questionnaire
First part: “You
and the tourism”

We asked questions about the frequency of holidays, ways of booking, behavior in case of satisfaction and dissatisfaction and trip preparation.

Second part: “You We asked questions about Internet and opinion platforms uses. We used
and the Internet” our qualitative results to workout items about exerting power, desire for
vengeance, altruism toward company and toward other consumers, skepticism toward professionals’ practices, willingness to help companies (resorts)
Third part: “You
and Le
Grand-Bornand”

We asked questions about frequency, pattern, location and behavior on the
web regarding Le Grand Bornand. We also measure the psychological attachment between the individual and the ski resort (Lacoeuilhe: brand attachment scale, 1999)

tourism context and translated into French. We used the same format for
all items - Likert scales ranging from 1 (strongly disagree) to 5 (strongly
agree) - in order to make answering easier and increase the response rate.
As suggested by Churchill (1979), we implemented an iterative process to
improve the measurement scales’ reliability and validity. The questionnaire was first administered to master’s students and then, after measurement scale purification, to the final sample. Our constructs were then
refined in order to improve the psychometric qualities of our measurement scales. We first performed an exploratory factor analysis (oblimin).
As expected, this led to the extraction of ten factors. The measurement
scales show the psychometric qualities (reliability and validity) to be adequate, even though the items were mixed in the questionnaire so as to not
artificially increase the validity of the measures. Then, using the structural equations method (AMOS software), we performed a Confirmatory
Factor Analysis with these 8 constructs (latent variables) and 32 items
(manifest variables). We observe that all constructs exhibit a satisfactory
degree of convergent validity: standardized factor loadings are all significant and vary between 0.60 and 0.94; the average variances extracted
vary between 0.50 and 0.78, which means the variance of each construct
is better explained by its measures than by error (Fornell and Larcker,
1981). Reliability coefficients (Rho) are also satisfactory (between 0.80
and 0.91).
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Table 3 Results
Antecedents

Consequences

Standardized Coefficient

P

Consumer participation
Altruism
Exerting power
Vengeance
Help the company
Self-confidence
Perceived sincerity of online reviews
Confidence in marketing practices

-0.00
-0.05
0.02
0.36
-0.07
0.22
-0.07

0.99
0.55
0.75
0.00
0.06
0.00
0.04

0.07
-0.12
0.04
0.32
0.01
0.15
-0.03
0.19

0.33
0.12
0.63
0.00
0.74
0.00
0.47
0.00

Customer engagement
Altruism
Exerting power
Vengeance
Help the company
Self-confidence
Perceived sincerity of online reviews
Confidence in marketing practices
Brand Attachment

6 Main results
From our total sample (N=1382), we found that 753 (56%) are opinion
seekers and have read or posted online reviews during the last five years.
While 56% read online reviews on tourism, half of them (28%) are opinion givers and have already posted comments, reviews, evaluations, etc.
on - at least - one of the web 2.0 platforms (specialized community websites, online travel agencies websites, blogs, travelers’ forums or social
networks). Since we address the issue of converting these opinion seekers in opinion givers, we hereafter focus on these 753 consumers and do
not consider other tourists who have no experience with opinion platforms. We apply structural equation modeling (Amos software) to test
our hypotheses presented in Figure 1 (RMSEA=0.06). Results are shown
in Table 3.
Our main findings are: Firstly, consumers tend to post online reviews
to help the companies in improving their services and promoting their
destination. It has an effect on general consumer participation (β=0.36,
P <0.01) and also on customer engagement towards the Grand Bornand
ski resort (β=0.32, P<0.01). Secondly, the perceived sincerity of posted
reviews is critical to consumers’ general participation (β=0.22, P<0.01)
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and engagement (β=0.15, P<0.01). To convert opinion seekers in opinion
givers, managers have to build consumer confidence in opinion platforms.
Thirdly, as expected in Figure 1, brand attachment has also a positive influence on customer engagement on opinion platforms (β=0.19, P<0.01).
Fourthly, contrary to our expectations, we found that consumer skepticism concerning online marketing practices tends to enhance their participation in opinion platforms. In other words, consumers aim at fighting
against marketers’ manipulative practices by sharing their own experiences with other consumers. The more skeptical they are, the more active
they will be. Fifthly, contrary to prior literature on WOM and e-WOM, altruism, exerting power or desire of vengeance are not drivers of consumer
participation on opinion platforms dedicated to tourism. These personal
motives do not have any impact. Finally, self-confidence has no significant
influence on consumer participation and customer engagement. However,
we note that self-confidence has a negative effect on consumer participation at the p< 0.10 level (β=-0.07, P<0.10). This raises additional questions, since, contrary to our expectations, the more self-confident tourists
are, the less active they are on opinion platforms. Given their subjective
expertise, they may believe they do not need any information from other
customers.

7 Discussion
The purpose of our study was to explore the effects of personal motives,
confidence and brand attachment on consumer participation on opinion
platforms dedicated to tourism, and the mechanism supporting the effects. A qualitative and a quantitative study were conducted. Two majors findings emerged: first, the perceived sincerity of online reviews has
a major role in consumer participation and second, the desire to help
the company influences consumer participation and customer engagement towards the ski resort. Our empirical study (N = 1352) also leads
to results which contradict prior literature on WOM and e-WOM. These
findings contribute to a better understanding of the mechanism of online consumer participation and customer engagement antecedents. Most
tourists want to help companies (resort, destination) and do not see their
participation in opinion platforms as destructive acts (vengeance). Man-
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agers in tourism should therefore communicate on the sincerity of online
reviews and avoid opportunistic online practices. They can trust their
customers and let the “invisible hand” regulate the consumers’ opinions.
Otherwise, they will not be able to convert their customers in opinions
givers, content generators and promoters of their destination.
Further investigation is needed concerning the possible opposite effects of skepticism on customer participation (Boush et al, 1994; Forehand and Grier, 2003): some consumers who are skeptical towards opinion platforms might be reluctant to make efforts and write comments,
considering their lack of power or influence. In contrast, as we show, some
consumers who are skeptical towards opinion platforms might also increase their participation in online opinion platforms to “tell the truth”,
contribute to more transparency and authenticity, and regulate the markets. Depending on the customer (age, gender, personal innovativeness,
etc.), skepticism might lead to activity or inactivity. To uncover the mechanisms that block users from writing online reviews, personal barriers
such as fear, ego, shyness, etc. might also be investigated. Companies
could make use of these differences and differentiate their strategies.
Acknowledgements This research has been presented at the 42nd EMAC conference, Istanbul, June 4-7, 2013.
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How Web 2.0 Tools Impact The
Museum-Visitor Relationship
Jessie Pallud

Abstract Cultural institutions such as museums increasingly rely on social media to achieve their missions. However, little attention has been
paid to museums’ strategies of communication with social media. Even if
some research has focused more on visitor experience, there has been neither a particular stress on visitors’ experience with social media nor on an
evaluation of museums’ strategies with these tools. Therefore, the objective of this paper is to explore how museums use social media to enhance
their relationship with visitors and to determine if visitor empowerment
is real. Since information systems (IS) research has paid scant attention
to the role played by social media in museums’ strategies, our work inprogress can help to fill this gap. This study has practical implications as
well, because we try to identify how social media can help museums to be
more competitive.

1 Introduction
According to a recent report on social media adoption, 86% of online US
adults and 79% of European online adults engage with social media (Elliott and Sverdlov, 2012). Indeed, an increasing number of people across
the world engage actively with online activities. Social media can be deJessie Pallud
Ecole de Management Strasbourg, HuManiS

jessie.pallud@em-strasbourg.eu
C USTOMER & S ERVICE S YSTEMS
KIT S CIENTIFIC P UBLISHING
Vol. 1, No. 1, S. 91–101, 2014

DOI 10.5445/KSP/1000038784/11
ISSN 2198-8005

92

Jessie Pallud

fined as “a group of Internet-based applications that build on the ideological and technological foundations of Web 2.0, and that allow the creation
and exchange of user generated content” (Kaplan and Haenlein, 2010,
p. 61). Social technologies have emerged with the Web 2.0 paradigm
which puts the emphasis on participation, sharing, accessibility, and user
empowerment. These characteristics of the new Web have transformed
companies’ relationships with their customers (Bernoff and Li, 2008; Foster et al, 2010; Kaplan and Haenlein, 2010). The phenomenon of participation is not limited to the business context only, since cultural institutions such as museums increasingly rely on these social media to achieve
their missions.
As a matter of fact, most of the well-known museums, such as The
Louvre, the Museum of Modern Art (MOMA), the Guggenheim Museum,
the Victoria and Albert Museum have online presences on Facebook and
Twitter. During the first quarter of 2012, the MOMA located in New
York has reached one million fans on Facebook demonstrating the potential of these tools to create huge communities of visitors and to expand
knowledge beyond the museum wall. Among the fifty most active museums on social media, The Tate Museum was ranked second in February
2012 with 547,102 followers on Twitter (Lochon, 2012). While Russo et al
(2008) contented that museums were slow to adopt social media technologies, we now observe higher enthusiasm and a multiplication of museums’ initiatives with social media. In 2010, 43% of the French museums
reported having a Facebook account, 18% a Twitter and Youtube account
and 31% a Dailymotion account (Groupe EAC, 2011).
Cultural heritage institutions, like museums, are worthy of being studied because they contribute to social and economic developments of countries (Dümcke and Gnedovsky, 2013). France, which is the number one
cultural tourism destination in Europe, lists 1200 national museums attracting more than 70 million visitors per year (France Diplomatie, 2006).
Consequently, museums can also contribute to the economic growth of
countries. This occurs not only in Europe, but, according to the Association of American Museums (AAM), they are “drivers of economy” in many
places in the world.
However, little attention has been paid to museums’ strategies of communication with social media. Even if some research has focused more on
visitor experience, there has been neither a particular stress on visitors’
experience with social media nor on an evaluation of strategies of muse-
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ums with these tools. Therefore, the objective of this paper is to explore
how museums use social media to enhance their relationship with visitors and visitors’ participation with these media. Our research questions
are the following:
• To what extent do social media help museums to meet visitors’ expectation?
• Do visitors have a voice with these technologies?
In order to answer these research questions, we will review the literature on museum strategies with social media.
Since research has paid scant attention to the role played by social media in strategies of museum, our study can help to fill in this gap. This
study has practical implications as well because we try to identify how social media can help museums to be more competitive. “A museum must be
accountable for the economic use of resources at its disposal in an efficient
manner and meet the standards for public trust and accountability” (Zorloni, 2012, p. 43). Therefore, museums can no longer be elitist institutions
and must now try to attract the largest possible client base. Social media
represent a potential solution to connect with visitors and to attract new
publics. However, we want to determine if visitor empowerment is real.
This paper is structured as follows. First, we define and present the
missions of a museum. Second, the context of the research is set out by
analysing the relationship that exists between museums and their visitors. Third, we review the literature on social media and strategies of
museums. Fourth, we conclude this research by introducing the methodology that may be employed in future research.

2 Definition and Missions of a Museum
Several practical definitions of museums are available. The one that is
the most recognized and used widely in the museum field is that of the
International Council of Museums (ICOM). According to the statutes of
ICOM, “A museum is a non-profit making, permanent institution in the
service of society and of its development, and open to the public, which acquires, conserves, researches, communicates and exhibits, for purposes of
study, education and enjoyment, material evidence of people and their en-
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vironment.” (2001, Article 2). Consequently, museums are different from
firms. Indeed, a museum is a non-profit making institution so even if it
might contribute to a country’s economic growth by attracting tourists,
its existential goal is not profit (Bloch, 2004). Furthermore, museums
have four principal missions. They are: (1) acquisition, (2) research, (3)
communication and (4) exhibition. Porter (2006) described the museum
value chain and he suggests a slightly different classification of these
main missions. The primary activities of a museum are: (1) collection, (2)
exhibition and programs, (3) visitor services and (4) marketing and sales.
Šola and Museoliitto (1997) also contend that museums and their visitors have a mutually beneficial relationship. Consequently, museums
should try to develop ties with their visitors and this implies a two-way
relationship. Museums communicate and exhibit their artefacts to the
public. Conversely visitors should be able to communicate and share their
thoughts with museums.

3 The Relationship of Museums with Their Visitors
The aforementioned characteristics of museums lead to the conclusion
that there is a two-way relationship between visitors and museums,
which supports the “mutual relationship” concept articulated by Šola and
Museoliitto (1997). The contour of this relationship between museums
and their visitors is elucidated below.
For a long time, a museology based on artefacts was dominant. In
other words the objects were supposed to speak for themselves (Gob and
Drouguet, 2003). More and more frequently, curators have become conscious that just displaying objects is not enough and that they need to
give them meaning. Therefore, in addition to collection and documentation of artefacts, curators also have a mission of communication. They
provide information in order to make objects more accessible (Gob and
Drouguet, 2003).
Today, museum experts increasingly acknowledge that visitor interpretation plays an important role in their experience. Curators have become
“visitor-centred” (Ross, 2004, p. 86) by putting more emphasis on visitor
interpretation than on artefacts.
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Furthermore, visitors are increasingly taking an active role within museums (Cameron, 2005). They try to give meaning to objects and not
just take curators’ interpretations for granted. Indeed, museum visits are
more and more often perceived as an opportunity for individuals “to explore and make up their own minds, to test their own interpretations
against the experts” (Hooper-Greenhill, 2000, p. 30). Visitors want to be
able to develop their own thinking about phenomena or objects.
Museums have been for a long time influential institutions, since they
were the only ones to convey meaning. The communication in this tradition was one way and visitors did not really have the chance to express
themselves (Hicks 2005; Ross 2004). But today, power between curators
and visitors is better balanced, especially through the usage of social media (Russo, 2011; Russo et al, 2008).
Social media introduce a new dimension, as they give “an enhancement of the traditional one-to-many information transfer model with a
more genuinely interactive many-to-many communication model” (Russo
et al, 2008). The traditional communication of museums with their visitors used to be one way and even when using technologies to communicate, curators focused on the diffusion of scientific content in a unilateral
way. The recent development of social media enables visitors to react to
this scientific content. Visitors can now communicate their thoughts or
emotions directly to museum professionals or they can also discuss with
other visitors (see Figure 1).

4 Social Media Strategies for Museums: Literature Review
What is clear is that even if museum attendance is growing, museums
still struggle to accomplish their four core missions of collection, exhibition, education, and communication (Burton and Scott, 2003; HooperGreenhill, 2000; Russo, 2011). These challenges are partly due to new financial constraints. As a matter of fact, museums that used to be mainly
public institutions tend either to become private or to see their governmental funding reduced (Russo, 2011). Furthermore, like companies museums also try to reach competitive advantage (Porter, 2006). Actually,
museums are in competition with leisure and entertainment activities
such as theatres, cinemas and concerts (Zorloni, 2012). Consequently, mu-
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Fig. 1 The Museum-Visitor Relationship

seums need to raise money and manage their activities more efficiently
through organizational excellence. The performance of museums seems
to be related to four perspectives: governance and finance perspective,
public perspective, learning and growth perspective and intellectual perspective (Zorloni, 2012). Social media have the potential to contribute to
each of these four perspectives.
For instance, social media could be used by museum professionals to
create new forms of knowledge and innovation (Russo, 2011; Russo et al,
2008). By enabling visitors to contribute to cultural discussions, museums can enrich their intellectual perspective. Social media also impact
the learning and growth perspective as they democratize access to cultural content (Proctor 2010). Table 1 summarizes some recent research
on the role of social media in museums.
As presented in Table 1, prior research tends to focus on a specific facet
of social media, namely the communication between museums and their
visitors. This perspective is very important and is defined by Gallaugher
and Ransbotham (2010) as the Magnet and Megaphone communication.
More precisely, Gallaugher and Ransbotham (2010) argue that there are
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Table 1 The Role of Social Media in Museums
References Research objective

Methodology

Role of social media

(López et al, To explore the extent to
2010)
which Web 2.0 tools are
being used by museums
on their websites

Analysis of 240 museum websites belonging to four categories
(arts, natural sciences, social sciences,
and specialized)

The availability of Web 2.0
tools in museum websites is
still very rare.
Anglo-Saxon museums have
a more extended usage of social media tools, than French,
Italian and Spanish museums.

(Mencarelli To identify the new
and Pulh,
roles devoted to mu2012)
seum visitors and to
discuss their impacts
on museum missions

Careful examination Social media offer three new
of sites and social
roles to museum visitors:
media features offered
• Communication manager
by museums
• Online curator
• Artist

(Proctor,
2010)

To delineate the new
role of curators in the
age of social media

Conceptual paper

(Russo,
2011)

To understand how
Critical assessments
the implementation of of two examples from
strategic social media
the cultural sector:
programs can drive on• Global event
line cultural exchange
• Online networkand create new coning in design
nections with diverse
communities

(Russo et al, To discuss the potential Conceptual paper
2008)
of social media for retaining and extending
museum authority

Democratize control of and
access to culture

• New forms of innovation
(crowdsourcing)
• Emergence of design communities
• Creative connections

Create or improve popular
knowledge sharing networks
Provide audiences with a voice,
allowing them to participate in
cultural debate

three important flows of customer communication and conceptualize the
3-M framework to assess each of these flows of communication:
1. the firm-to-customer communication is named the Megaphone,
2. the customer-to-firm communication is represented by the Magnet
and
3. the customer-to-customer interaction is labelled the Monitor.
The 3-M framework was then applied to analyse Starbuck’s communication paths.

98

Jessie Pallud

If we apply the 3-M framework to museums, the Megaphone corresponds to Proctor (2010)’s description of the new role of curators in the
age of social media: Curators or museum professionals using social media to communicate with their publics. For instance, the Metropolitan
Museum of Art’s Web site has an attraction called “Connections,” where
behind-the-scene staff members talk about their favorite works in the
collection. Curators, but also directors of exhibitions share their personal
point of views with video and audio testimonies. On the website, it is
explained that “their voices range from the authoritative to the highly
subjective, and touch upon any number of themes and concepts.”1
Museums also can use social media like “a Magnet to draw inbound
dialog” (Gallaugher and Ransbotham, 2010, p. 200). The participation
of online visitors can be used for diverse strategies such as exhibition
curation, collections enhancement, community of interest and museum
learning (Russo et al, 2008). For instance, the Smithsonian museum extensively relies on crowdsourcing and user-generated content to classify
its observations, to identify works of art, and to create online databases.
“Philatelic experts around the world can research – and sometimes pinpoint inaccuracies in – the museum’s collection.” (Olson, 2011).
Nonetheless, Table 1 also indicates that very few empirical studies
have examined the effective participation of visitors in museum strategies. A better balance between curators’ and visitors’ voice is desirable
and social media can encourage it, but more research is needed to validate if social media actually contribute to visitors’ participation. As a
point of fact, López et al (2010) found that the Magnet usage of social
media was still rare on French, Italian and Spanish museum websites.
These museums tend to have a limited usage of blogs and forums especially, because they consider these sources of knowledge as unauthoritative. Consequently, more research is needed to assess participation profiles of museum visitors with social media.

5 Outlook on Future Research
The survey methodology will be designed to conduct this research.
Through online questionnaires with museum visitors, we will try to iden1

http://www.metmuseum.org/connections/about-connections
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tify different profiles of visitors’ participation with social media. Another objective will be to test the Expectation-Confirmation Theory (Bhattacherjee, 2001; Oliver, 1977) in order to determine if visitors’ expectations regarding online participation with social media are met when communicating with museums. Our findings can be interesting to researchers
who work on social media by providing new insights from the cultural
and non-profit sector. This research will also be of interest to museum
professionals who have recently discovered the potential of social media
but keep using these tools as a Megaphone and ignore the Magnet perspective (i.e. visitors’ voice).
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What’s New With You? On the Moderating
Effect of Product Novelty on eWOM
Effectiveness
Daria Plotkina and Andreas Munzel

Abstract With the growing importance of the Internet and its increasing impact on everyday behaviour and consumption practices, online recommendations by other consumers are of great importance. As a major
source of web-accessible information, prior research provides support for
the role online reviews play in consumers’ decision-making processes.
Our research investigates the thus far, understudied effect of novelty on
the effectiveness of e-recommendations via online reviews. We conduct a
multi-categorical study integrating the moderating effect of product novelty on the recommendation receiver’s purchase intention after exposure
to a positive or negative online review. We find that new products are indeed less appealing and more impacted by online reviews, but only for
products that are purchased frequently enough to distinguish between
new and old ones. On the other hand, products that are less familiar to
the customer are all the same new to him whether they were launched on
the market recently or a long time ago. Our study contributes to the growing field of online word-of-mouth behaviour research by investigating the
role of novelty in several product categories.
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1 Purpose and Background of the Research
1.1 Impact of electronic word-of-mouth on purchase
decision
The Internet opens new opportunities for consumers to conduct prepurchase information searches (Brown et al, 2007) and they become increasingly dependent on it to find the information they need (Bagozzi
and Dholakia, 2002; Brown et al, 2007). Consumers often ask the advice
of people around them, i.e. friends, opinion leaders, expert consumers or
even individuals combining these characteristics (Bertrandias and Vernette, 2012). Despite the still powerful role of personal communication
in shaping consumers’ opinion and decision, the rapid development of the
Internet in recent years has encouraged peer consumer online interaction
or electronic word-of-mouth (eWOM) (Cheung et al, 2008). Additionally,
under certain circumstances (online business, geographical distance, rare
expertise, and budget limitation) e-marketing is the only feasible option,
both for companies and consumers. As consumers increasingly exchange
and rely on opinions and experiences regarding products and services
shared via eWOM (Bagozzi and Dholakia, 2002), eWOM becomes an important communication tool for marketers.
Empirical research shows the impact of eWOM on sales (Zhu and
Zhang, 2010), purchasing intentions (Park et al, 2007), and product
choice (Senecal and Nantel, 2004). There is no doubt left that eWOM
heavily impacts consumers’ purchasing behaviour and attitudes toward
brands, products, services, and companies. However, there are many factors that influence this impact. These factors have been researched from
different points of view: based on the nature of eWOM (Chiou and Cheng,
2003), based on the platform where it is published (Brown et al, 2007),
quantity and quality of reviews, reviewed product (movies: Chakravarty
et al (2010); hotels: Kim et al (2011)), and characteristics of the reviewer
(e.g. gender: Kim et al, 2011).
Our literature review shows that the majority of empirical studies in
the field of eWOM effectiveness concentrate only on one type of product
and/or service neglecting the role of the product and/or service category
by including this aspect. However, a few studies in traditional word-ofmouth (WOM) communication that integrated several product categories

On the Moderating Effect of Product Novelty on eWOM Effectiveness

105

were able to show differences in WOM effectiveness (East et al, 2008). We,
therefore, included several product categories to examine its importance
in the online environment.
Furthermore, we identified a gap in the literature concerning the impact of the novelty of the product on eWOM effectiveness.

1.2 Importance of product novelty in eWOM effectiveness
We believe that with the growing importance of innovation and the difficulty for an innovation to succeed on the market, the possible dependence
of the reaction to eWOM on the novelty of the reviewed service and/or
product is of paramount interest. Unceasingly there are new launched
products and services on the market. Innovation is crucial for business
survival, as improving and developing service operations is expected to
lead to growth and differentiation of service quality, reduced costs and
greater responsiveness (Simchi-Levi, 2010).
According to a theoretical and empirical review by Herbig and Day
(1992) the customers’ awareness and the implication in the innovation increase the acceptance of the product, however, few approaches emphasize
the importance of information diffusion and right communication with
the consumers. As a result many companies do not adopt their practices
and bear losses when launching a new offer.
Originally though, early investigations in the field of WOM behaviour
highlighted the importance of interpersonal influence and customer-tocustomer interactions in the diffusion and, therefore, success of innovations in the market (e.g. Arndt, 1967). In this early stream of literature
dedicated to interpersonal communication and consumers’ recommendation behaviour, WOM is perceived as a measure to diffuse innovations
and, therefore, crucial for its success (Arndt, 1967). However, whereas
prior studies researched a wide range of eWOM attributes, the relevance
of product novelty has so far been neglected. In this study we only analyze
the novelty effect for the same product, however, we are ambitious to continue to further investigate the question by bringing radical innovations
into the picture.
As a consequence, the goal of the paper is to learn about the effect of
product novelty on the impact of eWOM on the receiver’s purchase de-
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cision. We investigate three main relations: (1) overall product novelty
influence on the eWOM impact on purchase decision; (2) interaction of
novelty, eWOM valence, and the impact on purchase decision; and (3) interaction of novelty and product category in eWOM impact on the decision
to buy.

2 Hypotheses
Attitude-formation theories, such as the Elaboration-Likelihood Model
(ELM) (Cacioppo and Petty, 1986) and the Heuristic-Systematic Processing Model (HSM) (Chaiken, 1980), suggest that consumer experience or knowledge is a key variable in the formation of attitude. Lack
of product-specific knowledge and insufficient information are perceived
as risk. Researchers agree that overall the greater the perceived risk is,
the less likely the product will be purchased (Ross, 1975). Based on the
very definition, novelty captures a very important notion of risk related
to the product. Consistent with existing conceptual and empirical studies
in eWOM impact on the intention to buy and the above-mentioned theory on the perceived risk and purchase decision, we expect the influence
of online reviews to be greater on “new” products than on “old” products
<Hypothesis 1>.
Furthermore, existing research shows convincing evidence that negative online reviews have a wider impact than the positive ones (Fiske,
1992; Chiou and Cheng, 2003). We expect this relation to be enhanced
by the novelty factor in a way that it will intensify the relative impact of
negative eWOM over positive eWOM for the new offers <Hypothesis 2>.
Numerous empirical studies have proved differences in the eWOM effect on products of different categories (Verhagen et al, 2010; Park et al,
2007). In accordance with these studies we expect a significant difference
among the reviews impact on the three products <Hypothesis 3>.
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3 Method
3.1 Experimental design and procedure
We conduct a 2 (product novelty: new vs. old) x 3 (type of product: restaurant, mobile package, car repairs) x 2 (eWOM valence: positive vs. negative) experiment using a between-subject factorial design. This matrix is
divided into several smaller studies for every product: first investigating
the novelty effect and then adding other variables to check for correlations and compound effects.
Online reviews were used to manipulate the valence of the reviews.
These re-views posted by other consumers were preceded by a brief product description and short promotional offer manipulating product novelty
and the type of the product. The 3 types of the products were chosen to be
different based on several classifications (see Table 1). The product type
impacts the type of information that is requested and its effectiveness
(Verhagen et al, 2010). We concentrated on services, as they are more
likely to be checked upon with eWOM information, being of a more intangible and heterogeneous nature (Huang et al, 2007). Based on previous
research (e.g. Cheung et al, 2008; East et al, 2008) and the characteristics of the product (frequently purchased and viewed/ reviewed, accessible for everyone, bearing moderate consequences etc.) the main product
is a restaurant. Whereas the respective product or service is already existent in the market for several years, the offering is completely new to
the market in opposite novelty manipulation. Consistent with prior research, we explore the eWOM impact by taking into account the importance of the valence of the online review (Fiske, 1992; Chiou and Cheng,
2003): Positive eWOM (PWOM) and negative eWOM (NWOM) were used
for satisfactory and unsatisfactory experiences by the eWOM senders respectively.
As being potential influencing factors, first, we controlled for the respondent’s experiences with this form of eWOM and his general tendency
to buy new products before other consumers by including Internet experience and familiarity as well as the individual innovativeness (Midgley
and Dowling, 1978) in the first part of the questionnaire. In a second
step, the respondent is exposed to an offer and is asked to evaluate the
offer attractiveness to control for unintended effects in our study. After
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presenting a negative or a positive online review in the next step, we
checked for the success of our manipulations and measured the dependent variable, purchase intention. A control group was not exposed to the
online reviews and was asked to evaluate their purchase intention based
on the described product offer. Finally, we checked for ecological validity
and collected socio-demographical parameters of the respondents.

3.2 Measures
The measures have been taken primarily from existing research and respondents answered on 7-point Likert scales from 1 “totally disagree” to
7 “totally agree”. Measures for the consumer’s innovativeness were compiled from scales suggested by Roehrich (1995) and Le Louarn (1997).
Three statements to evaluate the attractiveness of the offer were adapted
from the scale for the attitude towards the product used by LepkowskaWhite et al (2003). Items to measure the respondent’s purchase intention
were adapted from Chandran and Morwitz (2005) as well as Dodds et al
(1991). Three items from Bradley and Sparks (2009) were used to check
the realism of the scenario and the respondent’s ability to put himself into
the described situation. To check whether the manipulations on eWOM
valence and the product category relative to the SEC framework worked
out as intended, we included two single items asking for the respondent’s
perception of the positivity of the review and his appraisal whether the
product quality can be evaluated easily or not.

3.3 Sampling
Participants were recruited evenly from social networks, by email and
with the help of amazon mechanical turk. The questionnaires were
anonymous and automatically randomized. Lately, amazon turk was confirmed to provide valid and reliable results (Rand, 2012): apparently, the
online engine enables cross-cultural studies even better than other ways
of respondents recruitment. We therefore assume that the sample is valid
and sufficiently big (1564 respondents after all checks and clearings) to
yield solid results.
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4 Results
We have validated our Hypothesis 1 for the main product: new restaurants were viewed less appealing and were more impacted by eWOM. We
have partially validated our Hypothesis 2 stating that negative reviews
have a significantly greater impact on the purchase intention than the
positive ones, but this influence does not depend on the product novelty.
Validation of Hypothesis 3 brought us some very interesting insight into
the correlation of product type and product novelty. All the three products showed a significantly different impact in the light of the eWOM
displayed to the respondents (p-value>0,01). As the restaurant was the
only product the evaluation of which depended on the novelty and taking
in count the characteristics of the studied product we could conclude that
products that are not frequently purchased by the consumers are not familiar and thus are new as a whole class of products to the consumer,
with no regard for the exact launch of the product on the market. Also
we could state the importance of a multi-categorical study to yield general result or, on the other hand, a need to conduct a narrowly specialized
study for one (type of) product for more precise conclusions.
We have validated our Hypothesis 1 reversely and only for the main
product: new restaurants were viewed less appealing and were significantly (p <, 001) less impacted by positive eWOM (see Figure 1). We have
partially validated our Hypothesis 2 stating that negative reviews have a
significantly greater impact on the purchase intention than the positive
ones (see Figure 2), but this influence does not depend on the product
novelty. As expected in Hypothesis 3, the findings show that eWOM effectiveness differs respective to product categories: we observe significant
differences of the effect of eWOM on purchase intention across the three
product types in our study (F = 2, 13; p <, 1). As the restaurant was the
only product the evaluation of which depended on the novelty and taking
in count the characteristics of the studied product we could conclude that
products that are not frequently purchased by the consumers are not familiar and thus are new as a whole class of products to the consumer,
with no regard for the exact launch of the product on the market. Also
we could state the importance of a multi-categorical study to yield general result or, on the other hand, a need to conduct a narrowly specialized
study for one (type of) product for more precise conclusions.
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Fig. 1 Impact of positive online reviews on purchase intention of restaurant: Novelty factor
(H1)

Fig. 2 Impact of online reviews on the purchase intention: Aggregated means (H2)

On the Moderating Effect of Product Novelty on eWOM Effectiveness

111

5 Discussions and Implications
Our research investigates the important question of the novelty effect on
eWOM impact on the purchase decision. In a way we come back to the
initial purpose of WOM in the diffusion of new products and fill in the
existing research gap with regard to novelty. It is important to see if with
the immense volume of online information, its speed and accessibility,
the novelty of a product has a stand-alone impact on the eWOM effectiveness, interacts with other product-specific factors or does not play any
significant role in influencing the online reviews impact on the purchase
decision.
Launching new products and managing them is indisputably important in the modern world: We propose that knowing eWOM dependence
on the novelty of the goods might be considered as a contribution to
improve managerial practices. Beyond any doubt eWOM influences purchase decisions. With the increased importance of purchases and a more
significant impact of eWOM for new products on the market, companies
should pay attention to online consumer reviews in order to support the
launched products. Managers should encourage consumers to write online reviews to attract further customers throughout all the life cycle of
the product. Additionally, even more effort should be made to deal with
negative reviews; keeping in mind that negative eWOM has a deeper impact on purchase decision. The novelty factor plays an additional moderating role on the importance of eWOM for products that are frequently
purchased.
Undeniably, the study has very distinct limitations: the number of
products, the number of reviews, the abridged language of reviews, and
the approach to the product novelty. We believe that this topic could be
interesting to the re-searchers and managers by integrating new angles
such as radical innovations and reviews by experts and innovators with
a too specific vocabulary for the regular consumer to understand.
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Table 1 The List of Used Products and their Characteristics
Char./Product

Mobile package

Restaurant

Car repairs

Type (SEC)

search

experience

credence

Hedonic/ utilitarian

utilitarian

hedonic

utilitarian

Frequency of purchase

once in a while

often

exceptional
purchase

Long-lasting
consequences

possibly

no

yes

Related costs

average

moderate

substantial

Perceived responsibility average

low

high

Acquaintance

moderate

high

low

Novelty definition

classic / new

well known / just factory-based
opened
garage / newly
opened garage

Comments

one company in order to reduce
risk and uncertainty of a new
provider: provider is known and
info on the package is stated and
clear
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e-Voicing an Opinion on a Brand – A
Research Agenda
Claire Roederer and Marc Filser

1 Online practices of consumers and cyber-experiences
“Markets are conversations”. With this first suggestion and the 94 others
that followed, the authors of the Cluetrain manifesto (Levine et al, 2000)
highlighted in 1999, the fundamental changes that the advent of the Internet would generate in the manner of considering the relationship to
markets and more generally speaking commercial exchanges. They emphasize in particular, the progressive replacement of traditional massmarketing tools by the generalisation of a new means of communication
characterised by novel forms of conversation between consumers on the
one side and companies and their brands on the other.
Consumers expect greater transparency, authenticity, reactiveness, options and support by the company with regard to its responsibilities in relation to them and to society in general (Myron, 2010). Consumers strong
reactions to Sony “AllIwantforXmasispsp” campaign in 2006 show how
consumers can fiercely reject a brand that created a fake consumer blog
to promote itself. Thanks to the Internet, consumers have the means to
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be treated not as mere numbers, but as individuals to be heard. In other
words, thanks to information technologies, they can enjoy new forms of
power/control. The Internet is, in fact, considered as an empowerment
tool both in the field of consumer behaviour and in information systems,
to the extent that it allows consumers to interact with the rest of the
world at different levels (personal, dyad, group, community) (AmichaiHamburger, 2008). Yet, consumers are not all equal in relation to these
new uses and to the potential power they wield (Kozinets, 2008).
However, the different ways in which this power available to the consumer can be expressed is to be found in new practices in the form of
cyber experiences.
Cyber experiences or on-line experiences are defined as all the consumer experiences, i.e. interactions of person × object × situation (Punj
and Stewart, 1983) which generate significance for the persons experiencing them (Filser, 2002, 2008), whether such interactions are market or
non-market related. Cyber experiences presuppose an human-computer
interaction, and can take place in any real physical or virtual place and
concern any product or service category (Kozinets, 2002).

1.1 Categories of cyber experiences
1.1.1 Market cyber experiences (in a narrow sense)
This type of interaction covers online shopping experiences (Soopramanien, 2011), and corresponds to shopping experiences (Tauber, 1972)
in conventional shops / stores selling goods and services. By cutting the
storage and distribution costs, the Internet allows several companies to
market products that would not be economically viable in conventional
stores, thus resulting in an almost unlimited increase in offers (Anderson, 2006).

1.1.2 Market and non-market cyber experiences
In addition to the market cyber experiences described above, these include:
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The search for information experience. The search experience comes
prior to the buying and consumption experience (Arnould et al, 2002).
The search for information, which has become extremely intuitive
through the use of engines such as Google (Battelle, 2005), is one of
the activities most shared by web users. We could even maintain that
the search for information is the starting point of any cyber-experience.
Clemons (2008) believes that the information the web user is likely to
obtain with just a few clicks, affects his behaviour and consequently,
all the variables in a classic marketing mix. The search for information varies according to product category (e.g. search vs. experience
products) (Nelson, 1970) and focuses on price and product information
from various sources (websites advertising, business and retailer websites, as well as consumer generated product reviews available through
online newsgroups, communities or chatrooms).
Entertainment experiences. The Internet could be considered as a
source of entertainment, with unspecified borders, in which the web
user can enjoy an infinite number of recreational and/or instructive
experiences (Addis, 2005).
Content creation experiences. These involve the production/circulation
of content in chat rooms, forums, blogs, or on a wider scale, the experience of the presence more or less active on social networks like
Facebook. The experience of “voicing an opinion” and the resulting discourse could relate to any consumer/brand interaction (having taken
place on the Internet or in real life), whether real or fictional. These
comprise experiences resulting in the production of a consumer generated content (Fournier and Brunel, 2008). It should be noted that
consumers not only generate comments but also products and services. Threadless company is a good example of consumers efforts to
create designs for Tshirts sold online (Howe, 2008). Whereas Zagat
guides, a world’s leading provider of consumer survey-based information for restaurants and other leisure activities, offer an illustration of
the power of consumer generated reviews in more than 100 countries
worldwide.

118

Claire Roederer and Marc Filser

1.2 Cyber-experiences involving brands
If we focus on cyber-experiences involving brands, two major categories
of practices can be distinguished:
1. Practices implying consumer generated content as regards the brand;
2. Practices directly linked to a phase of the decision making process
involved in buying the brand.

1.2.1 Content generation for a brand
Consumer generated content for a brand can take different forms. The
content could be a commentary, a recommendation, a rate, tag, comment,
blog, tweet, friend (Hardey, 2011) with the purpose of providing information to others which then becomes eWOM. But the content generated for
the brand could go as far as the creation of an advertisement referred
to as consumer generated advertising (Campbell et al, 2011), the brand
parody (Fournier and Avery, 2011) or the generation of ideas for brands
(crowdsourcing) (Howe, 2008).

1.2.2 Practices directly linked to the buying process
These cyber experiences impact one or several of the phases of the
decision-making process when buying. It can be considered that the tools
proposed in the Internet are used by consumers for strategic purposes to
optimize information on the product or even to increase their power of
negotiation in relation to the company and consequently to gain control
or counter balance control attributed to the company (Fig. 2).

2 Research orientation
2.1 Grid of reasons and forms of voicing an opinion online
Fournier and Avery (2011) speak of Open Source Branding in relation to
the observable mechanisms/practices on the Internet which involve the
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Fig. 1 Content generation for a brand

Fig. 2 Cyber-experiences affecting the buying process
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web user and the brand. After having identified four themes underlying
these practices (the age of social collective, the age of transparency, the age
of criticism, the age of parody) and three lines of corporate behavior in
response (the path of least resistance, playing their game, leveraging Web
2.0 interconnectedness), Fournier and Avery contend that the observed
practices call into question the paradigm of brand management.
In keeping with the finding of Fournier and Avery (2011), the grid (Table 1) explores the elements potentially underlying the online opinion
statements of consumers regarding a brand/company. This grid is structured around the context of voicing an opinion by characterizing it in
relation to an element triggering the opinion statement (transaction vs.
non transaction) on the one hand and characterizing the context by taking into account the consumer’s orientation (cooperative/conflictual). It
results in four quadrants which we will analyze.
Among the different research themes of interest to us, we will focus on
those suggested by Fournier and Brunel (2008), corresponding to quadrants 1 and 2 of Table 1.
Table 1 Grid for structuring forms of online opinion statements
Consumer orientation in relation to the brand

Context of
consumer voicing
an opinion

Cooperative

Conflictual

Linked to a
transaction

1. Communication of information
Recommendation
Product review

3.Claim using competition/opportunism

Independent
of a transaction

2. Tribal belonging / fan
club Recommendation Online communities, fan pages,
CGA

4. Protestation Boycott / disparagement
Voice/exit

2.2 Consumer-generated content for a brand
Consumers as ‘translators’ and ‘co-creators’ of meaning: Is this new role
a source of value? Market surveys show the high level of acceptance by
consumers of information provided in the Internet by other customers,
and research has highlighted the role actually played by this kind of in-
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formation in the consumer decision process. If the benefits of consumergenerated information to other consumers are well documented, less attention has been devoted to the benefits that a consumer can find in this
process of information generation. A reference to the opinion leadership
literature is a first track of investigation, even though the e-opinion
leader may capture significantly different forms of recognition in the Internet, when compared with the “classical” forms of opinion leadership in
a “real world” social circle.
Are consumers who generate content for a brand more likely to adopt
one of the identified practices directly linked to the buying process?
What variables can best explain the adoption of practices such as content generation, or practices directly linked to the buying process?
Can the proposed categorization serve as a sound basis to develop consumer typologies?
Does consumer generated advertising (CGA) present a fundamentally
different advertising paradigm or does it operate to persuade in the same
way as company-sponsored advertising? The same market surveys signal
a potential gap between the credibility of company sponsored information, and consumer generated information in the Internet. Whereas banners, pop ups and other familiar communication supports are perceived
as intrusive and generate negative comments, consumer generated information systematically receives a more positive assessment. How will
these contrasted effects impact the role of different sources in the consumer decision process? Will consumer generated content become a new
source of consumer empowerment and lead to a significant shift in the
balance of power in the marketplace? Or will the brands be able to keep
control over those new means of expression? These questions are decisive in order to better understand the future shape of relations in the
marketplace.

2.3 Active Internet user behavior pattern overtime
There is a strong need to investigate the link between consumer expression on the web and consumer behavior. For example, are very “loud”
consumers more loyal to the brand over time than less active customers?
The extreme case of the brand tribe has been analyzed by European and
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north American field works, and exemplifies a very intense link between
voice and action. But it is dubious to consider that every consumer posting information on the web is a passionate member of the brand community (Füller et al, 2008).
A parallel may be drawn with the results of research exploring the link
between satisfaction / dissatisfaction and brand loyalty. Some dissatisfied
consumers may become very loyal buyers of the brand if the motives of
their dissatisfaction have been solved by the brand. Do such traits operate on the web? Maybe a dissatisfied consumer will post information on a
forum, get involved in an intense exchange of information with other customers, and revise his former negative attitude toward the brand, leading
perhaps to the diffusion of more positive information later.
Using longitudinal data on e-voicing, and linking this data with actual
buying behavior, could provide useful cues to better assess links between
speech and action.

2.4 Firms’ stances in reaction to Internet users voices
Finally, this research should address a managerial question: How should
a company take into account a typology of Internet users based on “voicing styles”? Should this variable be measured (and how?) and integrated
in consumer databases? The recognition of the critical role of consumer
involvement in information processing has led brands to radically contrasted persuasive strategies when they address low or high involvement
segments. Should voicing styles be taken into account in the same way?
And how effective (and efficient) are different answer strategies?
To conclude, we would like to stress the radical change that is occurring in the marketplace due to the development of consumer expression
in the Internet. Theoretical analyses of this behavior might be located
along a continuum. On the one hand, e-voicing is reflecting a massive rejection of the consumption society, and a sign of some kind of consumer
revolution of the “reclaim the streets” style. Such forms of expressions
probably exist. But on the other hand, e-voicing may reflect a basic need
of the contemporary consumer to get in touch with other people, and to be
considered for some kind of expertise he is detaining. And between those
extremes, we could imagine a large variety of motives, some basically
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utilitarian and opportunistic, some more altruistic in essence, reflecting
an authentic willingness to share the knowledge and the experience with
others.
This research project should rely on a large variety of theoretical
frames, from an individualistic psychological frame, to broader schemes
derived from the consumer culture theory. And before empirical measures
are developed to attempt consumer typologies, a massive qualitative exploratory research should be led to give more substance to the research
propositions formulated in this paper.
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The Contribution of Gratitude to
Satisfaction Models for Complaining
Customers
Françoise Simon, Chantal Connan Ghesquiere and Vesselina Tossan

Abstract Consumer research has shown that satisfaction with complaint
handling strongly influences word of mouth behaviour, but affects to a
lesser extent repurchase intent. To better explain the performance outcomes derived from complaint handling, we propose a conceptual model
in which gratitude along with satisfaction are assumed to be critical mediators of the effects of recovery investments on performance outcomes.
This model was tested using a quasi-experimental survey drawing on
data from multiple industries. Our results show an opposing pattern of
results for each mediator. Whereas gratitude strongly influences repurchase intent, but is not related to word of mouth, satisfaction with complaint handling exhibits a high contribution to word of mouth and no
significant effect on repurchase intent. Our findings suggest that the mediating role of gratitude and satisfaction rely on different psychological
mechanisms. Overall, the research empirically demonstrates that shortterm feelings of gratitude generated by a complaint handling act are
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likely to increase purchase intentions. Finally, we draw on the findings
of this study to offer implications for service recovery researchers and
managers.

1 Introduction and purpose of the research
Reflecting the managerial importance of complaint handling, a large body
of research has emphasized the crucial role of transactional satisfaction,
which refers to a customer’s satisfaction with a complaint handling process. According to this theoretical perspective, transactional satisfaction
is assumed to be the main mediator between a company’s recovery investments and customers’ behaviour. Regarding the consequences of the
construct, p revious literature (see for a meta-analysis, Orsingher et al,
2010) has shown that positive word-of-mouth has the highest average
correlation among the investigated consequences, confirming the wellknown tendency of service customers to share their satisfying or dissatisfying service experience with other people, while the effect on repurchase
intent is more tenuous. However, analysis of the underlying mechanisms
explaining the weaker influence on repurchase intent is lacking.
Integrating the relationship marketing literature on reciprocity behaviours (e.g. Reynolds and Beatty, 1999; Morales, 2005; Palmatier et al,
2009) with theoretical considerations of transactional satisfaction, the
purpose of this research is twofold. First, we propose that the influence of
recovery investments on performance outcomes is mediated by both gratitude and satisfaction derived from the complaint-handling process. To
our knowledge, the study is the first to address the role of gratitude in the
context of complaint handling. While transactional satisfaction reflects
the fulfilment of a consumer’s expectations in a confirmation/disconfirmation perspective, gratitude is expected to serve as the emotional basis
of a complaining consumer’s reciprocal behaviours (Palmatier et al, 2009).
Second, we rely on a parsimonious model to investigate the contrasting
effects of the two mediators. Consistent with Maxham and Netemeyer
(2002), we argue that transactional satisfaction prompts customers to
tell family and friends about their positive experience primarily due to
the salience and recency of the experience, but this is not enough to increase customers’ intent to repurchase. Conversely, short-term feelings of
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gratitude are likely to induce reciprocal behaviours consisting of favours
perceived as being particularly valued by companies (e.g. Tsang, 2006),
that is, purchase intent. In addition, we postulate that word of mouth intent is an antecedent of repurchase intent, given that individuals tend to
behave in accordance with their cognition (e.g. Szymanski and Henard,
2001). Figure 1 shows the hypothesised model for this study.

Notes: ∗ p < .05,∗∗ p < .001, ns not significant, standardised coefficients reported.
Fig. 1 Conceptual model and empirical results

2 Method and results
A survey approach was chosen to examine naturally occurring responses
among customers who had recently experienced a service or product failure and a recovery encounter. Our research design permitted a large
variety of sector activities to be represented. Data were collected from a
sample of 140 undergraduate business students enrolled in a research
methods course. We collected data for our study in two steps. In a first
step, students were asked to report any dissatisfaction they experienced
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as consumers during one 6-week period. Immediately after performing
their first interaction with the company’s customer service, students were
instructed to complete a series of scales designed to assess their perceptions of the complaint handling. Customer service response rates were of
88.6% and 76.1%, respectively, for telephone and online channels. In total, 360 complaints were answered subject to acceptable delay. The scales
used in this research have been elaborated in prior studies that report on
their reliability and validity. We evaluated the psychometric properties
of the constructs by conducting a confirmatory factor analysis (CFA) with
AMOS 19.0. Then, the hypothesised model, as depicted in Figure 1, was
estimated to assess path and explained variance estimates. The model
yielded a good fit while supporting all hypotheses with the exception of
hypotheses H4 and H5, where relationships were found to be not significant. Overall, the model explained 76% of the variance in transactional
satisfaction, 51% in gratitude, 35% in word of mouth and, finally, 37% in
purchase intent. In sum, the hypothesised model was mostly supported
while showing a significant power to explain variance in the final variables. In addition, we investigated the mediating role of both gratitude
and transactional satisfaction by calculating standardised total effects
approximated from the bias-corrected bootstrapping method (Taylor et al,
2008). Our results show that gratitude partly mediates the influence of
perceived relationship investment on purchase intent while transactional
satisfaction is a partial mediator of the influence of this construct on word
of mouth intent.

3 Discussion
This study is important to theory in several ways. First, it supports the
important role of gratitude in understanding the effects of a firm’s recovery investments in complaint handling, thus extending the research
of Palmatier et al (2009) to this specific context. It notes that marketing
research that neglects gratitude and that focuses exclusively on satisfaction as a key variable may fail to capture the full effects of service
recovery. Second, the study resolves some limitations in prior research on
complaint handling in demonstrating that transactional satisfaction has
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a notably stronger influence on word of mouth than purchase intent while
gratitude leads to reciprocal behaviours which are focused on repurchase.
From a managerial perspective, our study takes a firm stand on the necessity of monitoring customer gratitude as a key indicator of customer
service performance in the same careful manner as monitoring customer
transactional satisfaction. As such, measures of gratitude must be systematically included in the satisfaction surveys that companies regularly
issue. However, due to the emotion-based nature of gratitude, the resulting tendency to reciprocate may decay over time (Palmatier et al, 2009).
Therefore, companies should give customers opportunities to reciprocate
soon after providing them with complaint handling benefits. For example, companies could contact complainants with a coupon offer. This offer
would provide the complainant an opportunity to act on his or her feelings of gratitude and most likely lead to an immediate repurchase.
Although this study expands our knowledge of complaint handling, it
must be tempered with several limitations. Limitations due to the data
collection procedure itself must be considered. First, our study uses a
cross-sectional survey method of data collection focusing on a single interaction with customer service. Secondly, the use of a student sample
is a limitation. Thirdly, the fact that the participants were asked to submit a complaint may be a limitation, even if their claims were duly motivated by dissatisfactions that actually emerged in the course of their
everyday lives. Moreover, future research will need to consider additional
variables. The authors recommend studying whether different types of
relationship recovery investments are equally able to elicit gratitude in
complaint handling. In that respect, research should consider interactional, procedural and distributive recovery investments and assess their
different contributions to both gratitudinal and transactional routes to
loyalty.
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Social Access Control
Andreas C. Sonnenbichler

Abstract Facebook is one of the most important social networking sites
used by over a billion of people. Facebook offers a specialized and rather
limited approach to decide upon content privacy for it’s users. In this
paper we analyze the content protection features Facebook offers. We
suggest four classes of Facebook users ranging from consumers with
very limited content privacy requirements to consumers interested in
fine-granular content restrictions. We want to empower the customer to
choose on the access control model meeting their specific requirements.
The access control model shall be customer-based and not modeled on a
general Facebook-wide level. We show how such a flexible approach can
be introduced into Facebook by the usage of the Access Definition and
Query Language.

1 Introduction: Where Facebook Fails
In 2002, nobody knew Facebook. In 2012, Facebook got more than 1 billion users (Vance, 2012). Launched in 2004 (Phillips, 2007), Facebook today is the social networking platform. Probably anybody using a computer and the Internet has at least heard of Facebook. People use Facebook to post status messages, share images and videos, chat and comAndreas C. Sonnenbichler
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municate. They stay in contact with their acquaintances, share content
with friends, organize parties, share travel pictures and videos, and much
more. Facebook is seen to have so much influence on peoples’ life, that
even the term “generation Facebook” has been used (cf. Kord, 2008).
However, Facebook is not uncriticized. One of the main criticisms is
that Facebook offers very limited functionality in protecting the content
of users.
In this paper, we analyze the options Facebook provides to protect user
data. We show that the underlying access control model is a simplified
access control list (ACL). ACLs are only one way to protect data and may
not be the appropriate way for every Facebook users: There may be users
(e.g. companies) who require very limited content protection as every content they provide can be accessed freely. There may be security un-aware
users who require only basic access control. There may be security-aware
users who want to specifically decide which of their posts can be seen by
whom. There even may be “paranoid” users who exactly want to define
which of their content elements can be seen by which users for a specific
time period. It is our target to empower Facebook customers, so that the
customer can decide upon the way how his data is protected.
First, we analyze the features Facebook currently offers to protect customer content. Second, we formalize this model. Third, we discuss some
options for different approaches which might be adequate for certain customer needs. Fourth, we show what is required to empower the customer
to choose his preferred way of data protection.

2 Analyzing Facebook’s Data Privacy Options
Which options does Facebook offer to the customer to decide upon protecting his data? When this paper was written, Facebook offered a specific
way of information protection for it’s users.
The menu point “menu” allows to change general account settings like
the customer’s name, his email address, password, and language settings.
The information here is not directly related to content privacy.
The second menu point “security” offers
1. Settings allowing to change the security question a user must answer
when he has forgotten his password;
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Table 1 Facebook’s privacy settings menu as effective on 2013-01-06 depicted as table for
better readability
Privacy Settings and Tools
Who can see Who can see your future posts?
my stuff?
You can manage the privacy of things you share
by using the audience selector right where you
post. This control remembers your selection so
future posts will be shared with the same
audience unless you change it.

Close

Review all your posts and things you’re tagged in

Use Activity Log

Limit the audience for posts you’ve shared with
friends of friends or Public?

Limit Past Posts

Who can
Who can look you up using the email address or
look me up? phone number you provided?

Friends of
Friends

Do you want other search engines to link to your Off
timeline?

Edit
Edit

2. Notification settings in the case a user connects from a device he has
previously not used used to connect to Facebook;
3. Settings for making mandatory use of the https protocol instead of
the unencrypted http protocol.
Again, these settings provide no usage for data privacy.
The third menu option “privacy” is depicted in figure 1. The option
“who can see my stuff ” let the customer change the default settings who
receives status updates of the customer. E.g. when this option is changed
to “friends”, all Facebook friends of the user receive status updates of the
user. However, this option only changes the default setting. A customer
may change the target group of a status update for each update specificly. This option is related to data privacy, as it allows to set a kind of
protection level for a status update.
The option “review all posts and things you’re tagged in” allows to review the “activity log” of the user. The “activity log” includes all status
updates, content sharing and change of information in the profile of the
user, e.g. if a user made new friends, posted a video, commented something, pressed the “I-like” button and so on. The offered option “review
all posts and things you’re tagged in” lists the activity log and let the
user decide if the specific entry shall be part of his “Facebook timeline”
or shall be excluded from it. The “Facebook timeline” is the set of all activities of the user ordered by their creation time. This option is related
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to data privacy and enables the customer to hide activities from his timeline.
The option “limit the audience for old posts on your timeline” allows
a customer to restrict all content of the customer’s timeline to be visible
only for friends. This feature is a macro allowing to reset the protection
level of old data to “friends”. Actually, this is not an additional feature
for data protection: The customer can manually update all old activity
entries and restrict it to “friends”. The feature is a comfort function allowing to modify a lot of data with only one click.
The two menu points “who can look me up” allow the customer to decide who (friends, friends of friends, public) may lookup his e-mail address and phone number. Further, the consumer can decide whether Facebook allows search engines like Google to lookup the activity data of the
customer. The latter functionality only applies to content shared with
“public”. Thus, it is not an override to make all protected content available on a general level.
Summarizing the data protection functionality of this menu, it allows
a customer to set the protection level of user activity (per default and
per update), to exclude updates from the customer’s timeline and to limit
search functionality for the e-mail address, telephone numbers, and public content for search engines.
The menu “timeline and tagging” is depicted in figure 2. “Who can add
things to my timeline” allows the customer to define which users may
post content on his activity log (friends or no one) and if these posts must
be reviewed by the customer before they appear in his activity log.
The menu point “review what other people see on your timeline”
presents the activity log simulating being a public or a specific user. This
function is very useful in verifying the security settings. However, it is
not used to define security settings.
The menu points “who can see posts you’ve been tagged in on your
timeline” and “who can see what others post on your timeline” allow a
customer to limit the tagging of others users, e.g. when a friend marks the
customer on an image, or posts of other users on the customer’s timeline.
The menu option “review tags people add to your own posts before
the tags appear on Facebook” allows the customer to decide if tags, a
user assigns to his posts, e.g. comments, tags on images, have to be reviewed before they appear. The option “when you’re tagged in a post, who
do you want to add to the audience if they aren’t already in it” has to
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Table 2 Facebook’s timeline and tagging menu as effective on 2013-01-06 depicted as table
for better readability
Timeline and Tagging Settings
Who can add things to Who can post on your timeline?
my timeline?
Review posts friends tag you in before they
appear on your timeline?

Friends

Edit

Off

Edit

Who can see things on Review what other people see on your timeline
my timeline?

View As

Who can see posts you’ve been tagged in on
your timeline?

Friends

Edit

Who can see what others post on your
timeline?

Friends

Edit

How can I manage tags Review tags people add to your own posts
people add and tagging before the tags appear on Facebook?
suggestions?

Off

Edit

When you’re tagged in a post, who do you
want to add to the audience if they aren’t
already in it?

Friends

Edit

Who sees tag suggestions when photos that
look like you are uploaded? (this is not yet
available to you)

Unavailable

be explained in detail: Let a user share content. ”Our” customer is then
marked by somebody (e.g. the sharing user, himself or a third user), e.g.
on a picture the customer is said to be someone depicted. Then, Facebook
adapts the users being able to see this content depending on the menu
option. It offers the settings “friends”, “only me”, and “customs”. The latter allows to include or exclude specific users. The privacy functionality
offered here is an adaption of the people being able to see content, if the
customer is tagged on the content.
The last option, “who sees tag suggestions when photos that look like
you are uploaded” is currently not implemented by Facebook.
Summarizing the timeline and tagging menu, it offers the following
data protection functionality:
1. restrict comments and tags of other users to be reviewed by the customer,
2. define who sees tagging and posts from others in the customer’s timeline,
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3. define who is added to the list of users able to see content when the
customer is tagged on content.
The menu “blocking” (not depicted here) allows to restrict the viewing
rights of certain friends. Concerning content, when entered in the list of
“restricted”, these users are not perceived as friends but public users. If
a user is added to this block list, Facebook handles him the same way as
if he has not been defined as a friend of “our” customer.
All other menu points of Facebook’s security menu (not depicted here)
are not related to content privacy settings.

3 Formalizing Facebook’s Security Model
In the last section we analyzed the security options Facebook offers concerning data privacy. In this section we want to formalize the access control model used by Facebook.
The access control model used by Facebook can be described by a simplified access control list (ACL). Access control lists allow to assign each
object a list of users combined with their access right.
ACLs belong to discretionary access control models and are based on
the famous HRU-model (Harrison et al, 1976; Harrison and Ruzzo, 1978).
For background information for this kind of model type we refer to Lampson (1971, 1974), Graham and Denning (1972), and Benantar (2006).
Basically, in an ACL for each privacy protected object a list of subjects
exists. Each subject is associated with a set of access rights. Objects in
access control are entities to be protected (e.g. files, posts, activity list
entries) and subjects are entities accessing those objects (e.g. Facebook
users).
Facebook’s access control model simplifies this approach in two ways:
(1) It omits a general model of access rights. Only the access right “read”
or “view” is modeled. (2) It assigns subject classes to users. These classes
are “public”, “friends of friends”, “friends” and “myself ”. Each subject is
assigned to such a class. In contrast to many other access control models,
these subject classes are consumer-centered. The class “friends” differs
for each subject, e.g. the class “friends” of consumer A is different from
the class “friends” of user B.
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An object modeled in Facebook’s access control model is an activity list
entry, e.g. a status update, an image, a video, a comment, and so on. A
subject is a user identified by her e-mail address.

4 Empowering Facebook Customers By Choosing
Customer-Based Access Control Models
We said, that we want to let the customer decide how his data is protected. Let us first define, what we exactly mean: We define a customer
as a Facebook user. Technically, a customer is represented by an account
identified by an unique e-mail address. We refer to a customer in the
context of access control as “subject”. The data of the customer consists
of all content and information the customer provides, thus each activity
log entry. This includes e.g. status messages (”posts”), images, videos, “Ilikes”, and comments on content of other people. Further more, “data”
includes all profile information, e.g. his name, address, phone number,
geo-location, e-mail address and so on. Also included are the friends of a
user, his groups, calendar, and his “Facebook applications”. To each such
data entity we refer as “object”.
Let us briefly suggest four Facebook user classes with different security requirements for their content:
1. There may be subjects representing companies who require limited
content protection: The content they provide can be accessed freely
(public access, even for non-Facebook users) or publicly to all Facebook users.
2. There may be privacy-unaware users who require only basic access
control. Their content can be shared by everyone or with their friends
only.
3. There may be privacy-aware users who want to specifically decide
which of their content can be seen by whom. The content protection is
based on a groups, thus content can be offered to close-friends, friends,
acquaintances, or publicly.
4. There may be “paranoid” users who exactly want to define which of
their content elements can be seen by which users for a specific time
period. Paranoid consumers may want to make this decision not on a
group level (”this picture may be seen by my friends”) but on a very

140

Andreas C. Sonnenbichler

detailed level (”this picture may be seen only by users A and B for the
next two weeks”).
We want to empower the customer to choose the access control model
he requires. Currently, Facebook offers only one hard-coded access control model. We want to enable Facebook to offer unlimited access control
models which can be defined by their customers:
One choice can be the simplified ACL model which Facebook currently
uses. This is an adequate choice for the privacy-unaware user.
Another choice can be a “Bell-LaPadula”-like access control model (cf.
Bell and LaPadula, 1973, 1975): Each subject is assigned a security level,
e.g. “close friends”, “friends”, “acquaintances”, “public”. Each object is assigned a protection level, e.g. “close friends”, “friends”, “acquaintances”,
“public”. Both lists represent a hierarchy. A subject may see content, if
the subject’s security level is at least as high as the object’s protection
level. Such a model is appropriate for a security-aware consumer as it
allows him to classify his content.
A third option for the access control model chosen by the customer is a
binary model: Subjects are grouped into “friends” and “public”. The group
assignment is done automatically by making a user a Facebook friend (or
not). Each object is then assigned a flag “friend” allowing only Facebook
friends to view the item or “public” making it available for anyone (even
non-Facebook users). Such a model can be appropriate for a company offering most of it’s content freely.
We can think of several more access control model options, e.g. a poweruser model, where the model is specifically designed by and for a specific
customer (for our “paranoid” user class). We do not want to deepen the
possible models here, but continue with the steps required to provide a
free choice for the access control model for every customer.

5 What A Customer-Based Access Control Model Requires
To empower the customer to choose his preferred access control model,
the following steps have to be undertaken:
First, the access control component must be modularized. The access
checks performed by Facebook’s application must not assume a specific
access control model and realize this through hard-coded security com-
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ponents. Instead, it has to be externalized to a separate software component. This requirement is basically a system-design feature which must
be simply realized by Facebook’s software designers. Instead of hardcoding the access control model, each request is delegated to an external
component.
Second, this external access control component must be based on a
meta-model for access control. This allows the component to be defined to
work in a specific manner. This “specific manner” is defined by the access
control model used by a specific user. This second requirement can for example be realized by the Access Definition and Query Language (ADQL)
(Sonnenbichler and Geyer-Schulz, 2012; Sonnenbichler, 2013). ADQL is
a software service allowing to define access control models, policies, facts
and queries for access requests. The definition of the used access control model is written in a formal language, ADQL. It allows to model all
previously mentioned access control models user-specifically and realize
user-specific groups. Further more, existing access policies and facts can
be modeled, and of course, queries can be issued and are answered if access is granted based on the current model of the user, facts, and policies.
As a short demonstration of the usage of ADQL we provide the definition of the current access control model of Facebook in ADQL:
# Define users , a c t i v i t y l o g e n t r i e s and ACL e n t r i e s
CREATE CONTAINERS users , a c t ;
CREATE CONTAINERS a c l s : { public , f o f , f r i e n d s , hidden } ;
# Define content
CREATE RELATIONS
CREATE RELATIONS
CREATE RELATIONS

owners , f r i e n d s , and a c t i v i t y ACLs assignments
owners ( act , users ) ;
f r i e n d s ( users , users ) ;
a c l ( act , a c l s ) ;

# Define p o l i c i e s
# The owner may always see a l l her content
CREATE POLICY p_owner : { ( owners ( [ a c t ] , . ) , [ users ] ) } ;
# Public content i s f r e e l y a c c e s s i b l e
CREATE POLICY p _ p u b l i c : { ( a c l ( [ a c t ] , . ) , { p u b l i c } ) } ;
# Content f o r f r i e n d s a c c e s s i b l e f o r f r i e n d s
CREATE POLICY p _ f r i e n d s : { ( a c l ( [ a c t ] , . ) , { f r i e n d s } ) , ( owners ( [ a c t ] , . ) ,
f r i e n d s ( [ users ] , . ) ) } ;
# Content f o r f r i e n d s − of − f r i e n d s a c c e s s i b l e f o r f r i e n d s − of − f r i e n d s
CREATE POLICY p _ f o f : { ( a c l ( [ a c t ] , . ) , { f o f } ) , ( owners ( [ a c t ] , . ) , f r i e n d s (
f r i e n d s ( [ users ] , . ) , . ) ) } ;

For a comprehensive description of the syntax and semantics of ADQL
as well as examples of additional access control models we refer the
reader to (Sonnenbichler and Geyer-Schulz, 2012; Sonnenbichler, 2013).
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In the following we provide short explanations for each line of the above
code:
• Line 2 defines containers which are collectors for similar entities, here
for users and activities.
• Line 3 defines a container for access control lists “acls” and assigns
to it entities for public, friend-of-a-friend (fof), direct friends, and hidden.
• The idea is, that an activity “act” can be linked to to an entry of the
access control list. This relationship is named “acl” (please note the
missing trailing ’s’), linking activities from “act” to an access control
list classifier from “acls” (line 8).
• Consequently, line 6 defines a relation named “owners” between activities and users,
• line 7 defines a relation named “friends” between users and users.
• Lines 1-8 define the access control model, the lines 10-18 define some
example access policies:
• Line 12 creates a policy named “p_owner” allowing an owner of an
activity access to the activity. The expression utilizies so-called ADQL
one-filtered projections, which we do not introduce here.
• Line 14 allows access for any user to all content classified as public.
• Line 16 defined a policy granting access to all direct friends of the
activity owner in the case the activity has been classified in the acl
category “friends”.
• Line 18 grants access to all friends-of-friends including direct friends
of the activity owner, if the activity has been classified “fof ”.
Third, some choices for access control models shall be defined and offered for the users. A simple model shall be chosen as default. This allows in-experienced users to make use of fail-safe defaults while allowing
experienced users to use exactly the model appropriate for their requirements. The third requirement should be undertaken by analyzing access
control requirements of different Facebook user classes, e.g. as suggested
here, companies, privacy-unaware users, privacy-aware users, and paranoid users. Specialized models for these user groups can be defined and
offered.
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6 Conclusion
Facebook offers basic functionality to let a customer protect his data, e.g.
status updates, videos, images, comments and so on. We analyzed the
access control model offered by Facebook. We came to the result, that
this access control model can be implemented by a simplified access control list (ACL) model: Access rights are omitted and represented only by
“read” or “view”. Subjects (users) are assigned to the user-specific subject
classes “public”, “friends of friends”, “friends” and “myself ”.
Security requirements of Facebook may differ a lot based on the type
of user. We suggested four user classes:
1. Companies with limited access control requirements offering their
content for public access or Facebook “friends”.
2. Privacy-unaware consumers who are interested in a simple protection
allowing them to share content with everyone or with their friends
only.
3. Privacy-aware consumers who want to decide for each of their content elements who shall receive it. The decision should be made on a
group level, thus content can be shared for “close friends”, “friends”,
“acquaintances”, “public”.
4. Paranoid consumers who want to make this decision not on a group
level (”this picture may be seen by my friends”) but on a detailed level
(”this picture may be seen only by users A and B for the next two
weeks”).
To empower the consumer to let him choose his preferred access control
model, three steps have to be undertaken:
1. The access control model must be modularized and not hard-coded.
2. A software component allowing to define the user-specific access control model must be used.
3. Some choices for access control models must be designed and offered
for the user.
We sketched how step 2 can be implemented by the Access Definition and
Query Language (ADQL) for the current access control model of Facebook.
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Three Perspectives for Making Loyalty
Programs More Effective
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Abstract Loyalty programs are an ubiquitous instrument of customer relationship management. However, many loyalty programs perform poorly,
which ultimately results in their abolition. Among both marketing managers and researchers, reasons for loyalty program failure are far from
clear. The aim of this research is to enhance our understanding of loyalty
program effectiveness. We propose a broadened framework for analyzing
loyalty program performance which relies on three perspectives: a customer portfolio perspective, a reward elements perspective, and a reward
delivery perspective. Further on, we identify three psychological mechanisms, i.e. customer gratitude, customer status, and customer unfairness
as the positive and negative forces mediating loyalty programs’ impact on
performance outcomes. We validate our framework in two experimental
studies and one field study.
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1 Introduction
Loyalty programs, both in business practice and as a focus of marketing
research, have become popular over the past decade. With US companies
annually spending more than $1.2 billion on their programs, program
participation topping 1.8 billion households and the average US household subscribing to 14 different programs (Ferguson and Hlavinka, 2009;
Wagner et al, 2009), loyalty programs without any doubt “have become
a key component of customer relationship management” (Kivetz and Simonson, 2003, p. 454). However, the financial performance of loyalty programs rarely meets expectations (Dowling and Uncles, 1997; Henderson et al, 2011; Meyer-Waarden, 2012), often resulting in their abolition
(Nunes and Drèze, 2006). While marketing researchers substantiate the
marginal effectiveness of some loyalty programs (Meyer-Waarden, 2007;
Meyer-Waarden and Benavent, 2009; Shugan, 2005), to date “it is far
from clear what sets a successful [loyalty program] apart from an unsuccessful one” (Kumar and Reinartz, 2006, p. 172). In view of these mixed
effects, the focus of this research is to improve our understanding of loyalty program effectiveness.

2 Perspectives for Understanding the Effectiveness of
Loyalty Programs
We propose that the framework for understanding the effectiveness of
loyalty programs needs to be expanded in three key ways in order to draw
a more holistic picture of loyalty program performance. Fig. 1 outlines our
overall framework for a typical airline loyalty program.
1. First, a customer portfolio perspective should be utilized when evaluating loyalty program performance to account for the effect of a
loyalty program on both target and bystander customers (point 1 in
Fig. 1). While the exclusive rewards rendered to target customers
may positively affect their receivers, companies do not account for
how their loyalty program might impact those customers around the
focal customers, i.e. the bystander customers. Unintended negative
reactions of bystanders might hurt the overall effectiveness of a loyalty program. Thus, we do not consider solely the target customer,
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Fig. 1 Framework for understanding the effectiveness of loyalty programs

but rather the whole customer portfolio as the unit of analysis when
determining loyalty program performance.
2. Second, a reward elements perspective should be utilized when evaluating loyalty program performance to account for the differential and
potentially opposing effects of each reward element of the program
(point 2 in Fig. 1). Extant research typically investigates loyalty programs on an aggregate level. However, since most loyalty programs
consist of multiple rewards, both positive and negative effects of speciﬁc reward elements on both target and bystander customers may be
masked. Disentangling rewards and their respective impact enables
us to identify and understand the drivers and impediments of loyalty
program effectiveness.
3. Third, a reward delivery perspective should be utilized when evaluating loyalty program performance to account for the differential and
potentially opposing effects of reward delivery on the linkages between speciﬁc reward elements and target or bystander customers’
responses (point 3 in Fig. 1). Loyalty program effectiveness might be
contingent on the way rewards are delivered. Including reward delivery into loyalty program analyses enables managers to not only
evaluate what rewards to adopt, but also how to implement them to
accomplish optimal performance impact.
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3 Loyalty-Influencing Mechanisms
Expanding our framework to include the effects of bystanders, multiple
reward elements, and reward delivery on loyalty program performance,
we suggest three psychological mechanisms to capture the link between
loyalty programs and performance outcomes.
1. First, customer gratitude represents the emotional appreciation for
benefits received involving a desire to reciprocate (Emmons and McCullough, 2004; Palmatier et al, 2009). Gratitude has been identified
as an important positive mechanism linking rewards to performance.
2. Second, customer status is defined as the customer’s perception of
holding an elevated position within a firm’s customer hierarchy (Drèze
and Nunes, 2009; Festinger, 1954). Experiencing preferential treatment bestowed by the firm enhances target customers’ perceived status. Indeed, due to its inherently relative nature, status acts as doubleedged sword: Making target customers feel superior status naturally leads to perceptions of inferior status among bystander customers.
3. Third, customer unfairness denotes the customers’ view of the degree
to which the ratio of their received outcomes relative to their inputs
as compared to the corresponding input-outcome ratios of other customers is inequitable (Adams, 1965; Samaha et al, 2011). Unfairness
issues are likely to arise among bystanders and can trigger severe
negative reactions.

4 Conclusion
We empirically test our framework in three complementary studies. In
Studies 1 and 2, we use an experimental approach in an airline and hotel context. In Study 3, we assess our conceptual model in a field setting
for actual airline loyalty programs. Results support the validity of our
broadened approach in analyzing loyalty program effectiveness. Our contributions can be summarized as follows.
1. First, we demonstrate that in order to get a complete picture of loyalty program performance, we need to consider the whole customer
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portfolio affected by a loyalty program. We simultaneously account
for target as well as bystander customer effects when analyzing loyalty program effectiveness.
2. Second, we disentangle the differential effects of specific loyalty program rewards on target and bystander customers. Analyzing customer responses towards typical rewards employed by airlines in
their loyalty programs, we underscore the importance of a detailed
assessment of each reward in order to make informed decisions on
the introduction, adaptation or abolition of rewards.
3. Third, we delineate how the delivery of rewards varies their impact on
loyalty program performance. By showing that the effects of loyalty
programs on both target and bystander customers are either emphasized or diminished depending on reward delivery, we highlight the
importance of companies’ design decisions.
4. Fourth, we establish a “battery” of positive and negative forces linking loyalty programs to performance outcomes. Whereas gratitude
and superior status build target customer loyalty, inferior status and
unfairness destroy bystander customer loyalty. When assessing their
loyalty programs, managers should take these psychological mechanisms into account.
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Lead-Users vs. Emergent Nature Consumers
for Marketing Co-Creation: Are They Really
Different?
Eric Vernette and Linda Hamdi-Kidar

Abstract This research extends Hoffman et al (2010)’s work on the relationship between two key targets for co-creation: Emergent-Nature Consumers (ENC) and Lead-Users (LU). These authors have shown that an
ENC - who can innovate in any domain, could be more effective than a
LU- who innovates in one specific-domain, for the development of new
product concepts. We show that these two innovating users have common
conceptual roots and that ENC character trait corresponds to an extension of LU characteristics to all product domains. We also show that the
ENC trait is an antecedent of specific-domain lead-usership. It finally
appears that ENC and LU characteristics are crucial determinants for
engagement in co-creation activities.

1 Introduction
Marketing co-creation is a topic of high relevance for both academia and
business practice. Business managers and marketers increasingly try to
identify and to assess possibilities to integrate cutting-edge or tech savvy
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customers in their innovation process to avoid future risks of market failure (Von Hippel, 2011). Furthermore, from an academic perspective, the
increasing interest in the field of co-creation has received considerable attention in the venue of Vargo and Lusch (2008)’s Service-Dominant Logic.
Marketing literature suggests exploiting the innovating potential of
two types of consumers: Lead-Users (LU) and Emergent-Nature Consumers (ENC). The advantages of the first are widely recognized: They
are ahead of the market trends and expect high benefits from a solution to their advanced needs in one specific domain (Von Hippel, 1986).
The assets of ENCs for marketing have been highlighted more recently
by Hoffman et al (2010): “these consumers are really helpful in developing product concepts, particularly in the consumer goods industry; moreover, they seem able to develop any product concepts that mainstream
consumers found significantly more appealing and useful than concepts
developed by lead-users”. This result leads to focus on ENCs to the detriment of LUs despite the recommendations of much previous research (e.g.
Franke et al, 2006; Lilien et al, 2002). The Emergent nature construct is
conceptualized as a character trait applicable to all product or service
categories.
If we want to shed light on this issue, we need to re-examine and compare the conceptual foundations of these two constructs. The choice of the
right target for a marketing co-creation strategy remains a tricky one:
Should it aim at the specialists of a single product category (i.e. LUs), or
should it rather aim at more general consumers (i.e. ENCs)? What are
their respective competences and willingness to get engaged?
Hence, this article aims to assess the degree of convergence and discrimination between these two concepts to increase our knowledge of the
relationship between them at both theoretical and managerial levels.
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2 Co-creating with innovative consumers
2.1 Lead-user: product focused vs. general trait
Lead-usership is generally appraised for a given product/service market.
However, according to (Churchill et al, 2009, p. 9), identifying LUs in one
product category leads to the inclusion of several different markets:
1. LUs in the target application and market,
2. LUs in similar applications in advanced analog markets and those
3. with respect to important attributes of problems faced by users in the
target market.
In the same vein, Von Hippel et al (2011) propose an overall understanding of the LU when they study the innovations developed by users in the
household sector. In their research, the LU is no longer studied within a
specific product or service, but is aggregated on a set of connected markets related to the household sector. For their part, Jeppesen and Laursen
(2009) took this further, proposing a global LU concept: They completely
disregard the product category and measure the individual perception of
lead-usership with regard to the whole products/services range. Extending these findings to our research, we could assume a global LU who transcends product or service category. This global LU would be a consumer,
who is dissatisfied by a great number of products and services available
on markets, but unlike other discontented individuals, the global LU 1
regularly invents or experiments with all sorts of original solutions to
solve the various problems encountered; these solutions anticipate future
trends in these markets.

2.2 Emergent-nature consumers vs. lead-users
Hoffman et al (2010) define the Emergent nature consumers as individuals who have a “unique capability to imagine or envision how concepts
might be further developed so that they will be successful in the main1

We use the term “global LU” (i.e. lead-user in any product/service category) in opposition to
the traditional LU construct (i.e. lead-user in one product/service category or domain-specific)
that we interchangeably call “specialized LU” or “specific LU”.
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stream marketplace”. Their ideas are innovative and capable of resolving
all kinds of problems while also anticipating future market trends.
In comparison, specialized LUs’ ideas are original but they anticipate
needs for a single market. By extension, ideas of “global LUs” are also
probably original but anticipate needs for any market. This large spectrum requires a particular aptitude for original ideas and for feeling
emerging needs before others do; this aptitude reflects personality traits
like originality, imagination, creativity and anticipation that are shared
by ENCs.
According to Hoffman et al (2010), the major difference between ENCs
and specialized LUs (i.e. traditional LU construct) is the expertise, arguing that the first “not have to be experts in the product category”. However, Von Hippel (2011) takes the opposite position when he specifies that
the value of the products created by LUs is not in their product engineering. ENCs and specialized LUs share several common traits: They are
innovators in the given product or service category, but they are not necessarily experts in that category. In addition, open-mindedness, creativity
and rationality (characteristics of ENCs), create a favorable context for
lead-usership in any product category. Henceforth, if ENC is a character
trait, it is coherent to think that it is an antecedent of the specific LU
characteristics: Having this trait would thus increase the probability of
being a LU in a given product category. If this was not the case, it would
be difficult to explain the fairly high correlations (0.39 and 0.48) obtained
by Hoffman et al (2010), between the ENC trait and the fact of being a LU
in a very specific product category (i.e. consumer home delivery goods).

2.3 Emergent-nature consumers, lead-users and
engagement in co-creation
ENCs are attractive for co-creation because they “imagine or envision
how concepts might be further developed so that they will be successful in the mainstream marketplace”. In the same way, LUs are natural
and efficient targets for co-creation (Thomke and Von Hippel, 2002): “The
best prospects are customers that have a strong need for developing custom products quickly and frequently”. For example, 3M estimates internally that ideas from groups of LUs are worth $146 million, equivalent
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to 8 times the sum expected from the forecast sales resulting from traditional working groups (Lilien et al, 2002). Other studies show that LUs
are more efficient for co-creation than ordinary consumers (e.g. Jeppesen
and Laursen, 2009; Magnusson, 2009).
Contrary to what might be supposed, it is not necessarily brand fans
who are the most inclined to co-create; identification with the brand is
not related to participation in innovative activities (Füller et al, 2008).
We might expect that LUs would engage in co-creation collaborative platforms (e.g. Thomke and Von Hippel, 2002), especially since they make
great use of online and offline community resources (Bilgram et al, 2008;
Franke et al, 2006).

3 Research Methods
In this research, we assess individuals’ specific lead-usership in the field
of video games. We collected data through a web-based questionnaire survey. We collected 995 completed questionnaires administered in September 2011 on a representative sample of the French population over 16
years of age. The sample was selected according to the quota method
(age, region, sex and level of education)2 . A filter question eliminated consumers who rarely or never play video games; this amounted to 45.8% of
the original population. Our final sample comprised 456 individuals.
The measures are all one-dimensional, five-point Likert scales. English
scales were translated and adapted to French through back-translation.
Specific lead-usership was measured with a four-item scale adapted to
video games from Béji-Bécheur and Goletty (2007) (α = .856). To assess
global lead-usership (Appendix 1), we adapted the same scale by simple
transposition to a context of overall consumption of products/services: We
replaced each item of the scale referring to video game with products and
services, following the same procedure as Jeppesen and Laursen (2009)
(α = .817). To measure emergent nature, the eight-item scale developed
and validated by Hoffman et al (2010) was used (α = .836). Consumer
engagement in co-creation is seen as “co-production of contents between
2

The sample was taken from an open-access panel managed by a European market research
company.

158

Eric Vernette and Linda Hamdi-Kidar

Table 1 Convergent and discriminant validity of the different measures of the concepts
Average Variance Explained

Emergent-nature
0.65

Global LU
0.53

Specific LU
0.62

Squared Correlations
Emergent-nature
Global LU
Specific LU

0.95
0.27

0.41

company and customers” (Gambetti and Graffigna, 2010). It is measured
with four items (α = .810).

4 Results
First, we assess the convergent and discriminant validity of the measures
with the Fornell and Larcker (1981)’s criteria3 (Table 1). All the AVE
coefficients are above 0.50, so that the convergent validity among these
three measures is established. On the one hand, we observe that the
measure of ENC trait shows discriminant validity with the measure of
specific LU in video games (r 2 = 0.27 < 0.65 and 0.62). We obtain a similar
result when comparing between specific LU in video games and “global
LU” (r 2 = 0.41 < 0.53 and 0.62). On the other hand, our measure of “global
LU” does not allow us to discriminate this concept from that of ENC (r 2 =
0.95 > 0.53 and 0.65): the two constructs are highly correlated.
Consequently, the constructs ENC and global LU relate to the same
concept. Symmetrically, our results also show that the ENC is conceptually different from the specific LU, thus confirming the results reported
by Hoffman et al (2010).
Based on our previous analysis of concepts, we assume that the ENC
(or global LU) is an antecedent to the specific LU. In other words, the
more an individual possesses the ENC (or global LU) traits, the more
he/she will tend to be a specific LU in a given product category. We constructed two series of structural models on this basis; the first retains
ENC as a predictor of specific LU and the second global LU (Fig. 1).
3

The measures must have an AVE (average variance explained) above 0.50 and share more
variance with their indicators (AVE) than with the measures of other concepts.
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 = 0.52
t = 10.33*
SMC = 0.27; Fit statistics: 2/df = 2.53 (134.3/53); GFI = 0.95; IFI = 0.97; CFI = 0.97.

 = 0.64
t = 10.40*
SMC = 0.41; Fit statistics: 2/df = 3.62 (68.79/19); GFI = 0.96; IFI = 0.97; CFI = 0.97.
* p < 0.001
Fig. 1 Relations between the ENC (global LU) and the speciﬁc LU in video games
Table 2 The relationships of ENC, global LU and speciﬁc LU with marketing co-creation
Structural Models
Predictor variable

Dependent variables
Engagement in co-creation

Emergent-Nature Structural Coefﬁcients
Consumer
Fit statistics

β = 0.50; t = 9.23* SMC = 0.25

Global LU

Speciﬁc LU
(video-games)
∗

χ 2/d f

= 1.63 (86.52/53); GFI = 0.96; IFI = 0.99;
CFI = 0.99

Structural Coefﬁcients

β = 0.57; t = 8.97* SMC = 0.32

Fit indices

χ 2/d f

Structural Coefﬁcients

β = 0.51; t = 8.91*SMC = 0.26

Fit indices

χ 2/d f

= 1.93 (36.79/19); GFI = 0.98; IFI = 0.98;
CFI = 0.98
= 1.78 (33.89/19); GFI = 0.98; IFI = 0.99;
CFI = 0.99

p < 0.001

Figure 1 shows that the structural coefﬁcients are both signiﬁcant: the
ENC and the global LU characteristics are two antecedents to the speciﬁc LU in a given product category – here, video games. We also observe
that the beta between global LU or ENC and speciﬁc LU are high and
comparable: this result conﬁrms the similarity between the two concepts
(ie. global LU and ENC).
We created a series of structural models based on single relationships
between one of the three predictor variables (ENC, global LU and speciﬁc
LU) and the dependent variable - engagement in co-creation.
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Table 2 shows that the more an individual has an ENC (or global LU
or specific LU) character, the readier he/she will be to get engaged in
marketing co-creation whatever the product category.

5 Discussion and Implications
From a theoretical perspective, an important result is that a great number of the essential characteristics of ENC merge with those of “global
LU”. These two constructs translate similar traits: When confronted with
a given material problem, such individuals do not remain passive. They
have a predisposition to be a lead-user in any product or service category. An interesting analogy could be made with the debate between
opinion leaders and market mavens. The latter may have broader expertise over several product categories even if overlaps are limited: only 13%
are opinion leaders in four or more product categories (King and Summers, 1970). In counterpart, market maven is characterized by general
marketplace expertise, and correlates with opinion leadership(r = 0.22)
(Feick and Price, 1987). Similarly, we show that ENC and global LU are
both characterized by a general ideation expertise, but specific LU has a
more product focused expertise. The correlation between the global and
specific LU is moderate (r = 0.27).
We can certainly observe that at the time of writing, few if any academic articles dealing with the concept of ENC have been published since
that of Hoffman et al (2010), whereas the literature on specific LU’s has
been prolific. We nevertheless think that the ENC remains of interest for
two reasons. Firstly, the ENC poses the question of identifying specific
traits in consumers that find it easy to imagine original products. Finally,
according to Hoffman et al (2010), ENCs develop more attractive concepts than specific LUs do. This result seems somewhat counter-intuitive.
Replications are thus necessary: It would be interesting to repeat the experiment on other products and services, not only for the ideation phase,
but also for the prototype development phases. Such replications would
allow us to answer another important underlying question: Should marketing co-creation try to seek out individuals with particular personality
traits (e.g. creativity, rational thinking, etc.), that is, ENC or global LU,
or should it rather seek individuals who know more about the relevant
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Appendix 1: Items for measuring Specific-domain Lead-usership - video games
1. I had expectations on the use of “video games” long before others
2. I have had ideas on how to improve the use of “video games” that have since been taken up
by others
3. Today, “video games” on the market eventually meet needs that I have had for a long time
4. My ideas about “video games” are innovative compared to current practices

product category (specific LU)? In other words, is a contingent approach
(individual competences in a particular product category) to marketing
co-creation more, equally or less efficient than a trait-based approach?
From a managerial perspective, our results reinforce the interest of focusing on LUs or ENCs for co-creation, rather than aiming at ordinary
consumers. Indeed, the more an individual is ENC, global LU or specific
LU, the more he/she is willing to engage in co-creation activities.
Our results confirm the existence of a solid correlation between the
ENC traits and the specialized LU characteristics and show that the first
are an antecedent of the second. These two points are of interest for research institutes and marketing managers since according to a recent
research, co-production was found to be negatively related to willingness
to pay (Bilstein et al, 2012; Hogreve, 2013). Thus, it could be relevant
to constitute a wide consumer panel with ENCs (or global LUs). Such a
panel can be built at a lower cost, for these consumers are more inclined
to participate in panels than ordinary consumers: As we have shown, they
are prepared to get engaged in marketing co-creation. In a second phase,
if necessary, it is easy to filter this panel according to the category of product or service in order to select only specialized LUs who are competent
for co-creation in the required domain.
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