2015 ANZMAC CONFERENCE '

INNOVATION
W GROWTH

STRATEGIES
"MARKETING

NOV 30 - DEC 2
SYDNEY, AUSTRALIA

= 4 s =
= &= = =

Conference Proceedings

AUSTRALIA

Never Stand Still Business School
N\ anzmagc
\ AUSTRALIAN & NEW ZEALAND MARKETING ACADEMY e BUSIHGSS SChOOI



Published by:

ANZMAC

c/o School of Marketing

UNSW AUSTRALIA Business School
UNSW AUSTRALIA Australia
Sydney NSW 2052

Australia

Telephone: +61 (02) 938 53385
Facsimile: +61 (02) 9663 1985
Email: ANZMAC.Conference.2015@UNSW Australia.edu.au

2015 ANZMAC Conference
Editors: Ashish Sinha, Jack Cadeaux and Tania Bucic

© 30 November - 2 December, 2015

All rights reserved. No part of this publication may be reproduced, stored in a retrieval
system or transmitted in any form of by any means, electronic or mechanical, copying,
recording or otherwise without the prior permission of the copyright owner. Copyright rests
with the authors.

ISSN: 1441-3582



ANZMAC2015 PROCEEDINGS - Table of Contents

Welcome from Head of School, Professor Ashish Sinha

Track Chairs

Keynote Speaker

ANZMAC 2015 Proceedings
Marketing Strategy and Strategic Marketing - Full papers
Marketing Strategy and Strategic Marketing — Abstracts
Innovation and New Product and Service Development — Full papers
Innovation and New Product and Service Development — Abstracts
Advertising and Sales Promotion — Full papers
Advertising and Sales Promotion — Abstracts
Retailing, Retail Management and Distribution Channels — Full papers
Retailing, Retail Management and Distribution Channels — Abstracts
Marketing Analytics and Marketing Models — Full papers
Marketing Analytics and Marketing Models — Abstracts
Marketing Research Methods — Full papers
Marketing Research Methods — Abstracts
Macromarketing and Marketing and Public Policy — Full papers
Macromarketing and Marketing and Public Policy — Abstracts
Industrial and Business Relationship Marketing — Full papers
Industrial and Business Relationship Marketing — Abstracts
International and Intercultural Marketing — Full papers
International and Intercultural Marketing — Abstracts
Marketing of Services and Information Goods — Full papers
Marketing of Services and Information Goods — Abstracts
Consumer Behaviour — Full papers
Consumer Behaviour — Abstracts
Marketing Education — Full papers
Marketing Education — Abstracts
Brand and Brand Management — Full papers
Brand and Brand Management — Abstracts
Social Marketing — Full papers
Social Marketing — Abstracts
Consumer Culture Theory — Full papers
Consumer Culture Theory — Abstracts

ANZMAC-GAMMA Abstracts

61
66
114
127
198
216
284
295
310
315
368
373
413
428
471
480
539
547
659
679
790
827
879
888
1015
1034
1096
1122
1131
1147



OUR SPONSORS

GOLD SPONSOR SILVER SPONSOR
UNSW ‘ UNIVERSITY OF DEﬁ(IN
Business School CANTERBURY

Te Whare Wananga o Waitaha
CCCCCCCCCCCCCCCCCCCCCC

BRONZE SPONSORS

WESTERN ® RMIT

Ehrenberg-Bass

A@ A Rt
W AUSTRALIA Sggtlxe/:::{rglfia Institute for Marketing Science UNIVERSITY

N MONASH BUSINESS SCHOOL UTS BUSINESS SCHOOL

@

THE UNIVERSITY OF

TE WHARE WANANGA O TE UPOKO O TE IKA A MAUI

QSVICTORIA % Curtin University \am;) AUCKLAND

UNIVERSITY OF WELLINGTON "X NEW ZEALAND

SPECIAL THANKS

®SAGE P4SS| Cerse

THE UNIVERSITY OF

MELBOURNE

~ . CENGAGE = BusinessThink OXFORD

N UNIVERSITY PRESS
FROM A LEADING
AnywhereTravel BUSINESS SCHOOL AUSTRALIA & NEW ZEALAND

1% learning"




WELCOME FROM
HEAD OF SCHOOL
PROFESSOR ASHISH SINHA

On behalf of the organizing committee,

| would like to welcome you to Sydney and
ANZMAC 2015 that is being hosted by the
School of Marketing at the UNSW Business
School. This year’s conference received
500+ submissions from 32 countries, with
more than 250 overseas submissions. Over
the course of the next three days, a total

of 380 papers will be presented.

| would like to take this opportunity to
welcome the delegates of ANZMAC -
GAMMA joint symposium.




| would like to take this
opportunity to thank Associate
Professor Jack Cadeaux

who provided the academic
oversight for the conference.

| also wish to thank track

chairs and reviewers who
generously gave-up their time
to assist in the reviewing of the
papers, and for their invaluable
contributions to the conference.
| would like to acknowledge the
generous support provided by
the sponsors of ANZMAC 2015.
In particular, | am grateful to
Professor Chris Styles, the Dean
of UNSW Business School, for
providing the seed funding for
the conference.

A number of people were
involved in organizing this
conference. | am highly
appreciative of my co-chairs,
Dr Tania Bucic and Associate
Professor Jack Cadeaux,

the co-chairs of the Doctoral
Collogquium, Drs Dean Wilkie
and Ting Yu, and Professor
John Roberts for his guidance,
help and support. | wish

to also acknowledge the
contributions of Nadia Withers
and Margot Decelis who
worked tirelessly to make this
conference a success. | would
like to especially thank the
keynote speakers, Professors
Raj Srivastava and Namwoon
Kim, for taking time out of their
schedules to be with us at the
conference. | would like to
thank the Marketing team and
the Finance team of the UNSW
Business School for supporting
us with the finer details of
conference organisation.
Finally, | would like to thank the
volunteers, who gave-up their
valuable time to help organize
this event.

On behalf of the organising
team we hope you have a
rewarding and stimulating time
at ANZMAC 2015 and enjoy
your time in Sydney.

Professor Ashish Sinha
Head, School of Marketing
UNSW Business School
UNSW Australia
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Keynote Speaker

Rajendra K. Srivastava, Provost and Deputy President (Academic Affairs),

Professor of Marketing

A leading authority on the impact of marketing on business
performance, Professor Srivastava is frequently invited as
a keynote speaker on topics such marketing metrics, value
of market-based intangible assets (brands, channels) and
management of growth and risk. He has actively developed
and delivered executive programs in North and Latin
America, Europe, Asia and Australia, as well as worked
with many of the world's leading companies in the
technology and services sectors.

Professor Rajendra K. Srivastava is currently the Provost
and Deputy-President for Academic Affairs, Singapore
Management University and Roberto C. Goizueta Chair in
e-Commerce and Marketing, Emory University. Professor
Srivastava holds a BTech from the Indian Institute of
Technology, Kanpur; an MSIE from the University of Rhode
Island, and MBA and PhD from the University of
Pittsburgh. Besides being a leading authority on brand and
marketing strategy, he is also well known for his
contributions to marketing metrics and the impact of
marketing on shareholder value. His interests and outlook
in integrating operations, finance and marketing reinforce a
unique perspective on managing business processes and
corporate performance. His work on the impact of market-
based assets on shareholder value in the Journal of
Marketing received both the 1998 Maynard and MSI/Paul
Root Awards for the article judged to contribute most to the
theory and practice of marketing respectively, and more
recently, the Sheth Foundation Award for long-term
contributions to the Marketing discipline. These interests
are further reflected in his co-editorship of special issues of
the Journal of Marketing on Marketing Metrics (2004) and
on the Impact of Marketing Strategy on Wall Street
(2009). Professor Srivastava also has extensive experience
in the technology sector ranging from startups at the Austin
Technology Incubator to industry leaders such as
Microsoft, HP and Nokia.
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The Role of VValue Propositions in Market-Driving Strategies

Suvi Nenonen™, University of Auckland Business School, s.nenonen@auckland.ac.nz
Kaj Storbacka, University of Auckland Business School, k.storbacka@auckland.ac.nz
Pennie Frow, University of Sydney, Discipline of Marketing, pennie.frow@sydney.edu.au
Adrian Payne, University of New South Wales, Australian School of Business,
a.payne@unsw.edu.au

Abstract

Viewing markets as malleable systems points to the need for market driving strategies.
Extant literature agrees on the importance of value propositions, but does not elaborate
on the characteristics of effective market-driving value propositions. Hence, our
purpose has been to investigate what types of value propositions are associated with
successful market-driving strategies. We used qualitative comparative analysis to
analyse value propositions from 16 firms with market driving strategies. Our research
validates that value propositions have an important role and shows that the value
propositions aimed at driving the entire market have different characteristics compared
to more traditional value propositions aimed at achieving competitive advantage in a
stable market system. Our research also suggests the need to adopt a wider view on
value propositions that looks beyond the provider-customer dyad and considers value
propositions in relation to interactions between generic actors within a market system.

Keywords: value propositions, market-driving,

Track: Strategic Marketing

1.0 Introduction

Recent attention on the ‘market’ concept has resulted in three emerging views,
suggesting fundamental changes in managerial focus and strategic marketing activity. First,
markets are increasingly portrayed as socially constructed (Kjellberg & Helgesson, 2006;
Araujo, 2007; Geiger et al., 2012; Lusch & Vargo, 2014, Mele et al., 2015). Second, research
in consumer behaviour (Humphreys, 2010; Martin & Schouten, 2014), industrial marketing
(Mattsson & Johanson, 2006; Johanson & Vahlne, 2011), and strategic management (Moore,
1993; lansiti & Levien, 2004) is progressively viewing markets as networks, systems, or
ecosystems. This systemic view forces firms to look beyond the blinkered view of the seller—
buyer dyad and consider the dyad as part of a larger system of actors contributing to creation
of value (Mele et al., 2015). Third, markets are no longer viewed as a given and a determined
context, exogenous to the firm (Priem et al., 2013); instead, firms are increasingly

conceptualized as active creators of market opportunities (Alvarez & Barney, 2007;
Sarasvathy, 2008).

This emerging view of markets as malleable or plastic systems (Nenonen et al., 2014)
opens interesting avenues for managerial practice. Strategic decisions about markets are no



longer limited to market selection, or positioning in an existing space; for, in addition,
markets themselves can be shaped for higher value creation, growth and profitability. Some
authors go even further, suggesting that market-driving firms can reap so-called influence-
rents: “extra profits earned by an economic actor because the rules of the game of business
are designed or changed to suit an economic actor or [...] actors” (Ahuja & Yayavaram,
2011, p. 1631).

Literature that distinguishes proactive from reactive market-driven strategies
(Jaworski et al., 2000; Kumar et al., 2000; Narver et al., 2004) has advocated that firms need
to engage in processes aimed at changing the market, or creating market-driving strategies.
Kumar et al. (2000) propose that successful market-driving strategies come from a
discontinuous leap in the value proposition. They define value propositions as combinations
of benefits, acquisition efforts or costs, and price offered to customers. Similarly, Kim and
Mauborgne (2009) state that reconstructionist strategies aimed at shaping the operating
environment depend on the fit between value proposition (utility for the customers from the
offering minus the price), profit proposition (revenues for the provider from the offering
minus the costs of producing and delivering it), and people proposition (motivations and
incentives for employees to support and implement the reconstructionist strategy). Thus, it
seems the few studies, which explicitly address what focal firms can do to shape their
markets, agree on the importance of value propositions. However, these studies do not
elaborate how value propositions help companies to drive their markets or what kinds of
value propositions are more effective in market-driving strategies.

As a result, our aim is to deepen our understanding of the value proposition’s role as a
key element of market-driving strategies. One challenge of the value proposition concept is
that while this term is widely used by academics and practitioners, it does not enjoy an agreed
definition (Anderson et al. 2006; Payne & Frow, 2014). A divergence in the understanding of
this is likely to have contributed to confusion in how enterprises adopt the concept. As a
consequence, our study contributes to determining the nature of this key concept, based on its
market shaping properties. We focus on identifying those elements within existing
conceptualizations of the value proposition, which can form key design elements for the
development of market-driving strategies. Hence, the purpose of this paper is to investigate
what types of value propositions are associated with successful market-driving strategies.

2.0 Value propositions

All firms offer some form of value proposition, either explicitly or implicitly. Webster
(2002, p. 61) argues that the value proposition “should be the firm’s single most important
organizing principle”, whereas Kaplan and Norton (2001) view value propositions as ‘“the
essence of strategy”. Consequently, value propositions are identified as a key research
priority (MSI 2010), with Vargo and Lusch (2008, p. 9) suggesting that value propositions
represent a central concept that is “ripe for further elaboration”.

The origin of the value proposition stems from work by McKinsey & Co. (Lannings
& Michaels, 1988). Here the managerial focus was on a value delivery system model
consisting of three key stages: choosing, providing and communicating the value proposition.
It emphasizes that competitive success is not only dependent on choosing the right value
proposition, but also on how thoroughly the firm delivers and communicates the chosen
benefits. This work described the value proposition as a promise of value to customers,
balancing benefit and price.



Using the language of Vargo & Lusch (2004), this approach was based on ‘goods-
dominant logic’: it is the firm that delivers the value to the customer; value is primarily
embedded in the product exchanged (exchange value); and the approach is dyadic. Following
Day (2011), we label this approach to value propositions as the ‘inside-out’ perspective,
where the value proposition is presented as a marketing offer, formulated by a firm and
delivered to customers with value embedded within the goods themselves. Many definitions
and descriptions reflect this perspective (e.g., Lanning and Michaels 1988; Kaplan and
Norton 2000). This view has also been dominant in the increasingly popular literature on
business model design and innovation. Chesbrough (2010), for instance, identifies value
proposition as one of the key elements of a business model.

The experience perspective extends this viewpoint but places greater emphasis on
understanding the experiential components of value (e.g., Molineux 2002). This approach
continues to embrace ‘delivered value’ but is supplemented by a deeper understanding of
customer experience. More recent scholarship provides an interactive and relationship-based
perspective on value (e.g., Prahalad & Ramaswamy, 2004; Payne et al., 2008). This work
challenges the ‘inside-out’ perspective and argues that focus should be on co-created value-
in-use (Vargo & Lusch, 2008). An ‘outside-in’ perspective considers the benefits accruing to
both customer and firm before, during and after the usage experience (e.g., Ballantyne &
Varey 2006; Skalén et al. 2015). Here the value proposition is reciprocal, co-created through
knowledge shared during interactions and may interface with other stakeholders or actors.

Embracing the emerging market views indicates that firms wanting to drive or design
markets need to use a much wider lens in their strategic activities and accept that ‘market’ is
not only a set of customers, the value chain, or the industry, but is a much larger system (cf.,
Mele et al., 2015). This implies the need to also adopt a wider view on value propositions that
looks beyond the provider-customer dyad and considers value propositions as emergent
through the interactions between generic actors within a market system (Frow et al., 2014).

In summary, the lens of contemporary marketing theory suggests the value
proposition is a means of seeking the active engagement of a customer, sharing chosen
resources, acquiring valuable knowledge and contributing to mutually rewarding outcomes.

3.0 Research process and methodology

The sample of firms involved in this research was selected based on two criteria. First,
the firms expressed interest in exploring market-driving strategies. Second, special emphasis
was placed on including firms from many industry contexts. The sample was necessarily
limited by access issues, as strategy processes and market-driving activities are sensitive
topics. The sample involved 16 firms from New Zealand and Finland that were willing to
participate. Firms were of various sizes and represented 14 different industries.

The research, which spanned other aspects of market-driving strategies in addition to
exploration of value propositions, was conducted between February 2013 and April 2014.
The process consisted of three phases: (1) case interviews; (2) explication of market-driving
activities illuminated by the case studies; and (3) interpretation. During the first phase, the
researchers conducted interviews with senior executives in the 16 participating firms, lasting
80-105 minutes. The interviews were recorded and the content was documented by research



assistants. To increase trustworthiness of the research, full-day research workshops were held
after the first and second phases. The workshops, each involving 19-24 representatives from
the firms, were aimed at getting participants’ comments on the preliminary findings. A total
of 63 individuals in senior management positions took part in the research. A literature
review relevant to market-driving strategies and value propositions continued throughout the
process to enable the systematic combining of empirical observations and the literature.

The role of value propositions in market-driving strategies was analysed using
qualitative comparative analysis, or QCA (cf. Ragin, 1987; Rihoux, 2006; Rihoux & Ragin,
2009; Schneider & Wagemann, 2010), QCA is increasingly used in strategic management
research, and was deemed an especially applicable method for our analysis as it is suitable
for: analysing data sets with small sample sizes; observing combinations of variables present
in the data set; and applying the rules of logical inference to derive new inferences such as
hypotheses from the empirical material.

First, the 16 cases were investigated separately by the four authors to detect whether
or not they were suitable for the present research. This pre-screening eliminated four cases
from the sample, leaving 12 cases to be included in QCA. The cases were eliminated for the
following reasons: market-driving strategy was in an explorative phase and thus value
proposition was not clearly defined (Gamma); case did not fulfil the criteria for deliberate
market-driving strategies (Zeta and Xi); and poor quality data due to case firm’s sudden re-
structuring (Eta).

Second, the authors developed a list of value proposition components, using the
principles of grounded theory (Glaser & Strauss, 1967), to describe the different types of
value propositions in the case studies. This list was presented as a ‘crisp-set’ (Schneider &
Wagemann, 2010), in which each component can have only two values (1 or 0, ‘Yes’ or
‘No’). After this all cases were analysed against the list, developing a ‘truth table’ (Schneider
& Wagemann, 2010). In the ‘truth table’, the combinations of components (i.e., types of
value propositions) were compared against the outcome variables. These outcome variables
were based on executives’ self-evaluation of their cases. For the outcome variable three
values were determined: 1 (‘success in driving the market’, defined as a favourable change in
the market level properties), 0 (‘failure in driving the market’; or ‘market-driving on-going,
likely to fail’) and 0.5 (‘market-driving on-going, likely to succeed’). In the final stage of the
research, the truth table was used to develop research propositions on the role of value
propositions in market-driving strategies.

4.0 Value propositions as elements in market-driving strategies

Based on a thorough analysis of the 12 cases included in the QCA, the authors identified
nine components that characterise the value propositions used in market-driving strategies:

e ‘New-to-the-firm product / service’: whether or not the product or service in question was
new for the case firm;

e ‘New-to-the-world product / service’: whether or not the product or service in question is
something that has not been previously provided by any firm;

e ‘Change in pricing’: whether or not the value proposition included a clear change in the
price point or the price carrier/pricing logic (e.g., move from charging per performed
work hour towards charging for the performance achieved);

e ‘Product attribute focus’: whether the value proposition focused on the attributes of the
product or service (rather than the customer benefits or the value-in-use);



e ‘Value-in-use focus’: whether the value proposition focused on the customer benefits or
the use value (rather than the attributes of the product or service);

e ‘Comparison to competitors’: whether or not the value proposition included comparisons
to direct competitors, defined as similar offerings or firms providing similar offerings as
the case firm;

e ‘Wider stakeholder perspective’: whether or not the value proposition was targeted to a
wider stakeholder audience in the market system (rather than just the direct customers);

e ‘Value quantified’: whether or not the value promised in the proposition was quantified;

e ‘Value externally validated’: whether or not the value promised in the proposition was
validated by external actors.

Figure 1 sets out the results of the qualitative comparative analysis (QCA). The sample size is
too small to make conclusions how firms’ industrial background or country of origin
influence their ability to craft market-driving value propositions. However, this information is
disclosed in Figure 1 to increase the transparency to the empirical data.

Figure 1: Qualitative comparative analysis of value propositions in market-driving strategies

8 &
.
) o ] 8 2 =
| = = g ] & W = "
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B2Cvs.B2B 2 2
Vs B2B B2B B2C B2B B2C B2B B2C B2B B2C | B2B B2B B2B
Country of origin FIN FIN FIN FIN FIN NZ NZ NZ NZ NZ NZ NZ
New-to-the-firm product / service 1 0 1 0 1 1 1 0 1 1 1 0
New-to-the world product / service 0 0 1 0 0 1 1 0 0 1 0 1
Change in pricing 1] o o 0 0 1] 1 0 ] 1 1 1
Product attribute focus 1 0 0 0 0 0 1 0 0 0 1 0
Use value focus 1] 1 1 1 1 1 0 1 1 1 0 1
Comparison to competitors 0 0 0 0 0 ] ] 0 0 0 0 0
Wider stakeholder perspective 0 0 1 1 1 0 1 1 1 0 1 0
Value quantified 0 0 1 1 0 0 0 1 0 0 0 0
Value externally validated 0 1 0 1 0 0 1 0 0 0 0 0
| Success in market-driving | 0 | 0 | 1 | 1 ‘ 0.5 ‘ 0 | 0.5 | 0.5 | 0.5 | 0 ‘ 0.5 | 0 |

The results of the QCA suggest six findings and three specific research propositions
for further investigation in future studies. First, it appears that market-driving strategies can
be implemented successfully with both value propositions designed around existing products
and services, as well as those focused on new products and services. Second, pricing appears
to be a similarly non-determining factor: value propositions aimed at driving markets do not
have to, but can, include radically new price points or price carriers. Third, it appears that
market-driving strategies can be built around both value propositions that emphasise product
attributes (and exchange value) and those that emphasise value-in-use and/or customer
benefits. Fourth, surprisingly, none of the 12 case companies adopted value propositions that
compared themselves against their direct competitors. In contrast, some acknowledged
explicitly that their value propositions can be ‘piggy-backed’ by their competitors and that
their market-driving strategies are likely to benefit all companies offering similar product and
services. Their aim was to develop a new or improve the existing market system. Thus:

RP1: Market-driving value propositions do not emphasize the uniqueness of the firm'’s
offering compared with its direct competitors, but rather emphasize the superiority of



the entire envisioned market system compared with the existing or other market
systems.

Fifth, the results of QCA provide supportive evidence for the imperative to adopt a
wider stakeholder perspective to value propositions, instead of communicating merely to
customers, if the aim is to influence the development of the market. All cases that were
classified as ‘success’ or ‘on-going, likely to succeed’ used value propositions that were
focused on wider stakeholders and all cases that were classified as ‘failure’ or ‘on-going,
likely to fail’ focused on customers alone. It seems that securing the support of stakeholders
that together form a minimum viable system is a key requirement for successful market-
driving strategies. Thus:

RP2: Market-driving value propositions are developed to resonate with all

stakeholders relevant for the envisioned market system to be viable.

Finally, the results of QCA provide some evidence that the ability to quantify the value
of the value proposition (e.g., estimate the business benefits, publish historical average
savings) or to have the (often perceived) value validated by external actors (e.g., celebrity or
expert endorsements, independent reviewers) may help in driving the market. For example,
both of the cases that were classified as ‘success’ used value quantification and one of them
also used external value verification. Thus:

RP3: Value propositions for market-driving strategies are made more effective if the

value promised is quantified and / or verified by credible actors other than the firm

itself.
5.0 Discussion

Our research makes three theoretical contributions to the study of market-driving
strategies and value propositions. First, it empirically validates the proposition put forward by
Kumar et al. (2000) and Kim and Mauborgne (2009) that value propositions have an
important role in market-driving strategies. Second, our research shows clearly that the value
propositions aimed at driving the entire market have different characteristics compared to
more traditional value propositions aimed at achieving competitive advantage in a stable
market system. For example, the traditional value proposition literature emphasises the
importance of identifying points of difference compared to the competing alternatives (cf.,
Anderson et al., 2006), whereas market-driving value propositions emphasise the points of
difference between different market systems. Third, these special characteristics of value
propositions used in market-driving strategies are developed into research propositions, to be
investigated in future studies.

Our research has limitations that simultaneously open avenues for further research.
The present research is explorative in nature, and further research is needed with respect to
the research propositions to validate them empirically. Further, the geographical scope of this
present research is limited, suggesting a need for further study in various empirical contexts.

The content of our paper contains important suggestions for practitioners. The main
implication is that market-driving strategies should contain well-defined value propositions —
but that these value propositions are likely to be different from the ones that firms use to
differentiate themselves from the competition in stable markets. Managers interested in
market-driving strategies should ensure that their value propositions explicate the points of
difference on market-level (i.e. how is the future market system better than the current one),



potentially collaborate with their direct competitors in communicating the market-driving
value proposition, ensure that the value proposition resonates with the wider stakeholder
audience and not just with the customers, and quantify and/or externally validate the value
promised in the value proposition.
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Abstract

The use of gamification for directing and motivating customers' behaviour, and
supporting crowdsourcing practices in marketing is increasingly spreading. Moreover,
technological advances and the changes in consumer behaviour demand the
transformation of CRM into social CRM strategies. This paper suggests the
gamification of social CRM strategies in order to increase their effectiveness. To achieve
that, the paper reviews the related literature for discussing: the tenets and features of
social CRM; and the game principles and design elements to be considered when
developing gamification applications in marketing/CRM. The applicability of the
arguments are shown by discussing various examples of gamified CRM practices.
Implications for future research are also provided.

Keywords: gamification, Customer Relationship Marketing, social media; design, cases
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1.0 Introduction

Gamification is increasingly integrated within marketing strategies (Zichermann and
Cunningham, 2011) in order to increase the customers' engagement, participation, learning
and motivation by directing their behaviour (i.e. increased activity, social interaction,
consumption and purchasing actions) through the design and affordances of positive and
intrinsically motivating gameful experiences (Hamari 2013; Sigala 2015). Moreover, well
implemented gamification does not only motivate consumers to show desired behaviors
(Zichermann and Cunningham, 2011), but it can also make the marketing practices more
interesting by adding motivational incentives that enhance the enjoyment of consumers
(Sigala 2015). However, although the firm's spending in gamification is increasing, many
marketing gamified applications will also fail due to weak gamification designs (Gartner
2012). Furthermore, despite the marketing potential of gamification, the gamification's
effectiveness in CRM is still unexplored (Sigala 2015).

Moreover, the current technological advances, the networking and communication
affordances of the social media lead to substantial changes in consumer behaviour, which in
turn are revolutionalising the ways in which customer relationships can and should be
managed (Sigala, 2011; Bowen and McCain, 2015). The social media have changed people's
interactions with the companies and institutions, and have empowered customers to own and
control the conversation. Hence, the firms do not longer control customer relationships;
instead, individual customers and virtual communities are now driving the conversation and
influence the brand image and relations (Dessart et al., 2015), which in turn significantly
determine the company’s efforts to provide personalised experiences and build customer
relationships. The new breed of customers is also not anymore interested on getting solely
transactional benefits from their companies' relations, as they mainly seek attitudinal and not



behavioural loyalty (Greenberg, 2007; Bowen and McCain, 2015). The customers also expect
to get personalised customer service and information at any device, any place and any time,
and then, become strong brand advocates when customer satisfaction is achieved. As
technology tools and applications enhance customer insight and engagement, the companies
can now faster and more effectively collect, analyse and exploit customer intelligence for
better learning the customer and personalising interactions.

Consequently, the literature recognises a need to transform the traditional CRM practices,
that are focused on managing the customer transactions during the whole customer life cycle,
to a social CRM or CRM 2.0, which places emphasis on the personalisation and management
of customer experiences and interactions. However, although a theoretical debate about the
drivers, the definition and the scope of the social CRM has already started, the literature has
failed to provide guidelines and evidence on how the firms can exploit the social media and
their affordances for implementing social CRM that can address the needs and expectations
of the new customers (Woodcock et al., 2011). Anecdotal evidence provides some disparate
practical examples, but the literature has failed to provide a holistic theoretical justification
on how the firms can facilitate collaborative experiences and dialogues with the 'new'
customers. To address this gap, this paper reviews the literature in order to identify and
summarise the principles and the issues that need to be considered for: transforming CRM
strategies to social CRM; and designing gamification applications for enhancing the
effectiveness of social CRM strategies. Examples and research ideas about gamified social
CRM are discussed.

2.0 Social CRM: definition, scope, features and functions

Technological advances are driving a transformation of the CRM named as CRM 2.0 or
social CRM, which reflects a strategic shift towards enhancing and personalising both the
customer transactions and the customer interactions by exploiting the informational,
communication and networking capabilities of the new technologies (Greenberg, 2010;
Sigala, 2011; Baird and Parasnis, 2011). The 2.0 revamp of CRM requires the existence of a
fundamentally different customer paradigm, that also recognizes the need to continue the
operational and transaction-based CRM capabilities. As the technologies empower the
customers and give them the control of the relationships, the CRM scope and aims should
shift from relationship management to relationship stewardship. The transformational need to
consider the customer as collaborator and actively engage him/her in relationship building
and development processes is highlighted in the following definitions. Greenberg (2010)
defined social CRM as the business strategy of engaging customers through the social media
with the goal of building trust and brand loyalty. According to Woodcock et al. (2011), the
social CRM adds the social features, functions, processes, and characteristics that need to be
exploited for enhancing the interaction with the customers, their communities, the firms and
its partners. A widely accepted definition of social CRM (http://crm20.pbwiki.com) reflects
a general consensus that CRM 2.0 is a "philosophy and a business strategy, supported by a
technology platform, business rules, processes and social characteristics, designed to engage
the customer in a collaborative conversation in order to provide mutually beneficial value in
a trusted and transparent business environment”. Therefore, apart from recognising the
technology (and specifically the social media and networks) as a major enabler of social
CRM, this definition also highlights that the social CRM: 1) considers the customer as a
value co-creator, partner and collaborator; 2) considers and depends on the use of the
customer resources (such as, customer generated data and insights) as important resources for
value co-creation; and so, 3) it is designed to enable the customers to participate and get
engaged in mutual beneficial value co-creation processes with the firm. Hence, the social




CRM adopts a value co-creation approach that aims to support the collaborative development
and management of relations within a service ecosystem consisting of various stakeholders
(i.e. business partners, customers, suppliers, customer communities) that interact, exchange
and integrate resources for co-creating value. Because of that, the core focus of the social
CRM is the stakeholders' interactions, the context/environment of co-creation, the customers'
experiences and value co-creation processes rather than the products/services and the
business value creation processes, which are the focus of CRM 1.0. Moreover, as the co-
creation approach recognises that products/services do not embed pre-produced value, but
rather value is co-created through actors' interactions, the social CRM also emphasises the
need to design, manage and oversee value co-creation interactions amongst the various
service actors and so, its management priority is the design and management of the customer
ecosystem. Thus, the social CRM also diverts from the functional/utilitarian and process
based CRM 1.0 value conceptualisation, and it underlines the social, emotional, cognitive and
symbolic aspects of customer value.

Firms wishing to implement social CRM should: 1) treat and consider their customers and
customer communities as value co-creators and relationship co-managers; and 2) create value
co-creation processes and interaction opportunities in which the customers would be willing,
be motivated, rewarded and skilled to participate with the purpose to exchange / integrate
resources for co-creating value with the firm, other customers and/or customer communities.
By reviewing and consolidating the limited literature five specific approaches to social CRM
implementation are identified and proposed. The following sections analyse these five
approaches by showing how the social CRM can be designed and aims to actively involve the
customers (and their resources) in value co-creation and relationship management processes.
The practical and research implications of these approaches are also discussed.

3.0 Gamification in marketing

3.1 Gamification concept, aims, marketing applications and benefits

Gamification is widely known as the use of game-play mechanics for non-game applications
(Deterding et al. 2011). Thus, “gamified” applications only need to incorporate some (and not
all) the game design elements. All gamification definitions highlight its aim to create a
gameful experience by including two elements (Sigala 2015): a systemic component defining
how the game is constructed/designed; and an experiential component describing the human
involvement within the game. Overall, the major aim of gamification is to effectively
motivate and direct the users' behavior and to increase the users’ engagement with the ‘play’
tasks (Sigala, 2015) by using game-like techniques (e.g. scoreboards, points) that make
people feel more ownership, flow and purpose when engaging with the 'play' tasks. Two
types of gamification applications are found in marketing (Terlutter and Capella 2013):
advergames, full computer games specifically designed and created to promote goods/ideas;
and marketing practices with gameful designs that are only partially based on game elements.
Gamified marketing practices are easily distributed on different platforms (e.g. websites and
smart phones) and so, easily played quite repeatedly (e.g. during waiting times or traveling)
reinforcing addiction and learning. Their interactive context increases the users' “situational”
involvement (i.e. user active control and two-way communication), which in turn enables
users to experience flow. Flow is characterized as an enjoyable experience that leads to
increased cognitive learning, exploratory and participatory behavior (Sigala 2015), because
the user: is immersed into a task, has a sense of control over the situation but not the sense of
time; is focused on the flow-eliciting interaction, with irrelevant thoughts and stimuli
screened out. Thus, gamified marketing applications create pleasurable experiences with



numerous marketing benefits, such as enhanced customers' brand recall and awareness as
well as positive attitudes, purchase intentions and actual sales (Terutter and Capella 2013).

3.2. Implementing gamification in marketing: elements and principles of funware
design

Implementing gamification requires the design of funwares, which is the use of game
mechanics to encourage desired user actions and to generate customer loyalty (Zimmerman
and Cummingham, 2011). Game mechanics are rule based systems/simulations that facilitate
and encourage a user to explore and learn the properties of their space by generating intrinsic
(i.e. motivation that comes from within) and extrinsic (when one is motivated to do
something for its expected outcome) motivational affordances (Hamari et al. 2014). There
are numerous game mechanics that are usually grouped into three categories (Sigala, 2015):
behavioural (e.g. discovery/exploration, ownership, community collaboration, lottery,
virality, status, story/theme); feedback (e.g. bonuses, countdown, reward schedules); and
progress (e.g. achievements/badges, levels, (social) points, progress bar, challenge). Different
types of game mechanics can afford the generation of different types of motivation. Intrinsic
motivation in games results when one is motivated to do something for its own satisfaction
(e.g. for fun/joy, interest, self-expression, curiosity, challenge, altruism, competition,
cooperation, sense of belonging, love or aggression) and it can be triggered by the following
game mechanics (Wood et al. 2004): avatar (virtual alter ego), role-playing, content
(storyline), interaction (feedback/motivation), level of control (freedom of choices),
possibility of losing points, amount of choices and feeling connected. In sum, role playing in
games can trigger the following five primary intrinsic motivations: choice, control,
collaboration, challenge, and achievement. Extrinsic motivation in games happens when
users are encouraged to engage in play tasks for achieving performance and obtaining
rewards and it is generated by game mechanics, e.g. pressure, classifications, levels, points,
badges, awards (Deterding et al. 2011)

Points, badges and leaderboards (PBL) are clearly the most commonly used mechanics for
triggering the users' motivation and raising their engagement with play tasks by giving them
information about their achievements, progress and high scores. However, PBLs are not
enough to make gamification successful, while their exclusive use is also found to diminish
the users' intrinsic motivation, creativity and behavioural involvement (Sigala, 2015). This is
because when the games offer the player extrinsic incentives for something the player already
intrinsically enjoys, there is the danger that extrinsic incentives may diminish the intrinsic
motivation of consumers. Moreover, once gamification is used to provide external
motivation, the user's internal motivation decreases: e.g. if the organization starts using
gamification based upon the provision of external rewards and then, it decides to stop these
rewards, the organization will be worse off than when it started, as the users will be less
likely to return to the behavior without the external reward (Deterding et al., 2011). Thus,
gamification needs to combine extrinsic and intrinsic motivation by using a mixture of game
mechanics, because the use of extrinsic incentives can further enhance the users' intrinsic
motivation, specifically when the aim is to develop a sense of competence and mastery in the
user/consumer.

Overall, in order for the game mechanics to generate motivational affordances, they should
(Deterding et al. 2011): work towards personally meaningful goals; and match the user's
profile (i.e. his/her needs, values and interests). The latter is also very important, because
several studies (Hamari et al. 2014) have found that there are various types of gamification
users, whose motivation to get engaged in gamified tasks is driven and influenced by



different needs and goals, e.g. socialising, personal ego, interacting with the game

environment. Thus, Sigala (2015) identified the following major principles when selecting

game mechanics:

e the use of a variety of game mechanics for: generating the mix of extrinsic and intrinsic
motivation; and appealing and meeting the various objectives, motivational needs and
personality types of the various gamification users.

e user empowerment to select (choice and control) and customize the game mechanics to
their own motivational needs so, that they can: self-identify the game goals with their
own values; create meaningful game elements and goals; and internalize the game
activities.

e The integration of game mechanics with social network and media, because by
incorporating network friends into the game play, the funwares can: magnify intrinsic
motivation; and escalate the adoption of the gamified application through viral marketing.

3.3. Gamification of social CRM: examples

Firms can gamify the management of the whole customer relationship lifecycle, i.e.: create
brand/firm awareness; customer recruitement; expand/enrich customer relationships (cross-
and up-sales); loyalty programmes gamification; win back/terminations of 'defect' customers.

JetBlue uses gamification for converting its loyalty programme (called TrueBlue) to a social
loyalty programme that exploits the electronic word-of-mouth and the crowdsourcing
affordances of social media for: enhancing the customers' loyalty and engagement with the
company; and building its customer database by attracting customers and collecting customer
information from the customers' Facebook profiles and online activities. The development of
the social loyalty programme is based on the funware design of the Facebook page of the
airline that includes the following game elements and motivational affodances: the Trueblue
members are invited to register their loyalty profile on the JetBlue’s Facebook page. Loyalty
members are motivated to do this, because several Facebook activities can earn them loyalty
points. A location-based social media application (called Go Places) also allows the
customers to gain loyalty points by contributing/posting content on the JetBlue Facebook
page. Customers are allowed to exchange loyalty points gained through their Facebook
activities for free services, flight upgrades and status privileges. Gamification is applied for
converting Facebook marketing tasks (requiring the customer to become a co-marketer and
co-distributor of marketing content) into play tasks whereby the customer participation is
motivated by the provision of 'points' /rewards. Hence, the gamification manages and exploits
the customer as co-creator of marketing value and supports the implementation of a social
loyalty programme, whose marketing aims and benefits include: the online generation and the
distribution of marketing content; the generation of online traffic and usage of its Facebook
page; and customer retention and repeat airline usage for gaining and exchanging points.

Marriott incorporated funware design into its social media marketing strategies for enhancing
the customer experience and its interactions with loyal guests. Marriott has gamified its
loyalty programme (Marriott Rewards Plus Points) to motivate and reward the loyal
customers who generate, discuss and/or distribute online content about its brand. To earn
Marriott Rewards points, loyalty programme members have to link their social profiles (e.g.
in Facebook, Twitter, Instagram and Foursquare) with their Marriott Rewards account.
Hence, Marriott also used gamification for crowdsourcing user-generated-content and
enhancing customer loyalty by creating a collaborative relation with the customers and
converting them to online co-marketers and brand co-ambassador. Guest loyalty to the brand
is enhanced by rewarding the guests' co-marketing online activities and online interactions



with the brand. Gamification is also exploited for enriching the implementation of the social
CRM by collecting real time customer data from the customers' social media profiles and
online activities (e.g. guest's public profile, friend list, e-mail, news feed, relationships,
birthday, notes, status updates, check-ins, education history, events, groups, personal
description and likes) for better personalising and contextualising guests' interactions and
relations.

Lufthansa has created an advergame location-based social media application for: rewarding
customers for their repeat usage and purchase of Lufthansa flights; and for generating and
crowdsourcing online buzz and promotion for the firm and its services. The funware
application (called Blue Legends) connects frequent flyers by inviting them to virtually
check-in (to airports, lounges and Lufthansa flights through Foursquare flights) for getting
points and badges. For example, passengers are rewarded with ranks and badges for regularly
checking-in virtually to Lufthansa sites. Users can also share their journey/flight information
and travel performance/scorecard with others via social networks. By checking-in and sharing
flight information in social media, travellers not only generate marketing content, but they
also distribute and discuss this content within their online social networks. To motivate the
travellers to participate into these crowdsourcing marketing practices, the gamified funware
combines two types of motivational affordances: extrinsic rewards (e.g. points and badges);
and intrinsic value, e.g. by increasing the travellers' self-esteem, ego and social recognition,
when the travellers distribute flights and journeys information within their peers' networks.

4.0. Conclusions and implications for future research

The use of gamification for directing and motivating customers' behaviour and supporting
crowdsourcing practices in marketing is increasingly spreading. However, as gamification
has only recently been applied in marketing, further research is required to guide firms how
to design and incorporate effective funwares into social CRM and loyalty programmes.
Studies should examine and unravel how to select and match the various types of game
mechanics with the different personalities of players/customers, so that the funware design
can generate positive motivational affordances. Future research should also examine the
impacts of various gamification designs on the performance and competitiveness of social
CRM programmes. This is because, current gamification practices of CRM adopt a
superficial 'pointsfication' approach that motivates customer engagement based on the
provision of extrinsic rewards/points. However, this approach misses the elements of
playfulness and fun experiences as well as it can also lead to several detrimental behavioural
effects (such as, negative impacts on motivation; lowered intrinsic motivation; diminished
people’s behavior and short-term activity increase, but reduction in long-range product
interest and use). This is because once you start giving someone a reward, you have to keep
him/her in that reward loop forever as well as when extrinsic rewards stop, the user behaviour
is worse, since users are less likely to return to the behavior without the external reward.
"Pointsfication' has also been a major factor leading to the decreased effectiveness and
differentiation of the traditional loyalty programmes in the hotel sector. Nowadays, the
majority of the customers become members of several loyalty programmes, which in turn
results in a multiplication or no customer loyalty. This is mainly because all the loyalty
programmes solely provide exactly the same functional and extrinsic benefits. This
pointification of loyalty programmes creates limited scope to loyalty programme to be
differentiated from another, while on the other hand, they create customer loyalty to the
pointification programme and not to the specific hotel. Consequently, the role of loyalty
programmes to influence decision-making and firm selection is diminished, since by being a
member in many loyalty programmes, the customers can get points by staying in any hotel.



Hence, the sole provision of extrinsic rewards is not an appropriate way to design effective
CRM. Similarly, a gamified social CRM and loyalty programme should be designed in such a
way that it does not only lock- in customers through functional/utilitarian benefits, but it also
creates customers' emotional and structural bonds. Research should identify the game
mechanics that create social bonds/ties between customers and the brand, and examine how
to exploit the former for designing effective CRM funwares.
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Abstract

Service-dominant logic received a great deal of attention from marketing scholars. One
of the key propositions of this logic is the customer “always being a co-creator of value”.
The effectiveness of consumer as co-creator depends on her/his knowledge or capacity
(operant resources) to produce value. The purpose of this study is to test the postulated
“consumer community - operant resources — value co-creation outcome” chain. The
author conducted a study of consumer community with experience in event and product
development. The analysis was performed with a total sample of 900 respondents to test
the general model. The findings show that consumer community affects positively to
consumer operant resources. Consumer operant resources affect positively to value co-
creation outcome. This findings suggest that the capacity of consumer will increase
significantly when they participate actively in the consumer community.

Key words: service-dominant logic, consumer community, consumer operant resources, co-
creation value outcomes,
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1.0  Background

Since Vargo and Lusch’s seminal works in 2004, service-dominant logic (S-D logic)
received a great deal of attention from marketing scholars (e.g., Lusch and Vargo 2006;
Maharavaram and Hunt 2008; Arnould and Thompson 2007; Gronroos 2008, 2011; Collins
and Murphy 2008; Melancon et al 2010). The S-D logic views the customer as an active
participant in the value creation, and it becomes a value co-creator. Value creation is
considered as collaborative process of co-creation by multiple parties (Vargo and Lusch
2008). Arnould and Tompson (2007) stated that consumer is actively participated in the co-
creation value process during consuming the product. They are much more active to co-
construct their own consumption.

Interestingly, Schau et al (2009) found that consumers can co-create value within
consumer communities. One of the argument is consumer can learn from other members how
to create own experiences during consumption process. The communities influence not only



the way members of community interact but also brand owner or producer interact with them.
The interaction process will increase the skills and knowledge of consumers through
engaging, learning and enriching (Pongsakornrungsilp 2010). The skills and knowledge of
consumers will increase their capacity to produce value. In S-D logic, the customer is
primarily an operant resources (co-creator) which might involved in the entire value chain
(Vargo and Lusch 2006).

Despite the study of service—dominant logic has started a few years ago (Vargo &
Lusch 2004), unfortunately empirical evidence is in short supply (Brown and Peterson 2010).
Wright and Russell (2012) noted that the S-D logic framework works in developed countries,
it might be not be alike in developing countries such as Indonesia. Indonesia has been
choosen due to demographic characteristic (dominantly by young age) and huge numbers of
consumer community. According to Soehadi and Ardianto (2007), there are more than
hundreds of off-line commnuity (frequently meeting in certain location) has been established
in Jakarta and surrounding area. There are actively meeting and gathering among their
members. Sometimes they invite the brand owner to do collaboration in running an event or
to share to the member of community regarding the latest product information. In this
perspective, the empirical study of the S-D logic in Indonesia is interesting to be investigated.

This study has two specific objectives, each designed to contribute to the emerging
body of empirical literature on the service-dominant logic. The first objective is to examine
the consumer community and operant resources. The second objective is to investigate the
extent to which operant resources will affect the value co-creation outcome.

The remainder of this paper is divided into three sections. The first section derives a
model of theoretical relationship and discusses the hypotheses tested in this study. The
second section introduces the research method, and the findings. Conclusion and implication
of the findings is explained in section three.

2.0  Conceptual Foundations
2.1. A Model of Theoretical Relationship

Figure 1 visually describes the theoretical relationship of the proposed study. Briefly,
the model comprises of three sets of factors: (1) consumer community, (2) consumer operant
resources (commitment, participation and enrichment), and (3) value co-creation outcome. In
this model, consumer community have an impact on consumer operant resources. Overall
consumer operant resources have an impact on value co-creation outcome.

Figure 1. The Proposed Model
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2.2 Consumer Commnunity and Consumer Operant Resources

Consumer Communities primarily consists of individuals who share intention,
interactions and activities at specific “stage” both on-line or off-line. Muniz and O’Guinn
(2001) noted that community requires three important elements: consciousness of kind,
shared ritual and tradition, and a sense of moral responsibility. Ardianto and Soehadi (2008)
found that the level of three elements will affect the commitment of community member. The
highly committed member will actively encourage other fellow members to discuss about the
effective way to consume the product.

The highly committed member tries to share their resources (knowledge, information
and experience) to the participated members through an educating process in order to endow
all members with the community culture and spirit. This continuous educating process leads
to the merging of knowledge through discussions. At this point, members obtained more
knowledge and information (Pongsakornrungsilp 2010). The skills and knowledge of the
community member will increase during the educating process. In S-D logic the consumer
skills and knowledge can be defined as operant resources. They have an ability and
motivation to use resources (Vargo and Lusch 2006) in order to satisfy their life goals
(Pongsakornrungsilp 2010). Therefore:

Hypothesis 1: There is a positive relationship between consumer community and consumer
operant resources

2.3 Consumer Operant Resources and Value Co-creation Outcomes

Value co-creation refers to the joint creation of value during the interaction process
between the producer and the customers (Gronroos 2000; Vargo and Lusch 2004). Value co-
creation in S-D logic framework is a mutual process in which customers and producers are
equally involved in value creation (Vargo and Lusch 2008). One party alone can’t create
value for the other. Value is co-created by both parties. In this regard the operant resources
are a critical factor for value co-creator outcomes. Value co-creator is determined by the
competencies of both parties especially the consumers.This leads to:

Hypothesis 2:
There is a positive relationship between consumer operant resources and value co-creation
value outcome

3.0  Research Methodology and Findings

In this research consumer operant resources will be measured by three sub-constructs:
community members’ commitment, community members’ participation and community
members’ enrichment. A questionnaire was developed to measure the level of consumer
community, consumer operant resources and value co-creation outcome. A systematic review
of marketing literature provided a basis for developing scale items for the construct (Muniz
and O’Guin 2001, Ardianto and Soehadi 2008, Lusch & Vargo 2006; Ramesmawry and
Prahalad 2004; Pongsakornrungsilp 2010). To assess the quality of the measure items, pre-
tests have been conducted. The academic experts have been used and asked to critically
evaluate the items. At each phase, participants have been asked to identify items that are
confusing, tasks that difficult to perform, and any other problems they encounter. Items were



identified as being problematic has been revised or eliminated. Further, we did an exploratory
factor analysis to establish the underlying structure of the questionnaire. The final solution of
the instrument can be seen on the table 1.



Table 1. Research Instrument

Factor Loading KMO Cronbach o

Consumer Community: .895 879
* Appreciation of differences within the community (moral values) 652
»  Appreciation of differences outside the community (moral values)  -683
* Help/support among community member (moral values) .651
* Brotherhood relation among community member (we-ness) 678

* Attitude and behavior of members represent the community (we-ness)555
* Bond tightly among the community member (we-ness)

- . . . .675
*  Protecting the values through sharing experience (ritual)
*  Protecting the values through various activities (ritual) -660
*  Protecting the values through revealing the memories (ritual) 740
Learning process 639
. .624 .597
* Sharing knowledge
. . . .790
* Sharing experience of product consumption
*  Sharing skill 699
Commitment 742
e Committed to take apart in community activities 603 671
* Actively take apart in the community activities .680
*  Frequently take apart in the community activities 857
Enriching 790
* Encourage to create a valuable outcome
* Give a chance to create something 537 .554
* Create something new .845
Value Co-creation outcome 566
* Collaborate with companies to create new ways of product developme[tse
* Collaborate with companies to create new product
* Collaborate with companies to design promotion content
e Collaborate with companies to develop new markets .781 124 172
.776
.807

.580




To test the hypotheses, data were collected to test the proposed model. Each
community’s moderator was contacted by telephone to obtain co-operation. In addition, we
asked them to disseminate the questionnaire to their member or asked permission to distribute
the questionnaire when there was an off-line gathering. This process resulted in a total
response of 900 respondents from 9 communities in JABODETABEK (Jakarta and
surrounding area). Collecting data was done either through on-line (via internet) and off-line
(see directly in the face-to face when they make offline activities).

The research hypotheses are the themes of this research as explained in the research
objectives. Tests conducted with hypothetical analysis using Structural Equation Modeling
(SEM) (Figure 1.) Hypothesis 1 posits to a positive relationship between consumer
community and consumer operant resources. The result of a SEM analysis shows that the
consumer community is significantly affecting the consumer operant resources (b1=.509; p <
.01). It shows that the consumer community is important to enrich the knowledge and skills
of the consumers. In the subsequent analysis, consumer community affect positively
community members commitment (b11=.325; p < .01), community members participation
(b13=.690; p <.01), and community members enrichment (b12=.407; p <.01). This is in line
with Pongsakornrungsilp (2010) notion that community gives the consumers to learn during
the consumption process through interaction, sharing and dialogue. Hence, the ability of
company to engage in the community activities will give them an opportunity to develop
better value proposition relative to its competitors. Further, this finding gives company a
solid basis to manage and interact with the consumer community.

Hypothesis 2 posits to a positive relationship between consumer operant resources and
co-creation value. The result of a SEM analysis shows that consumer operant resources has a
significant effect on co-creation value (c1 = .590; p < .01). In the subsequent analysis,
element of consumer operant resources which are participation (c21=.766; p < .01), and
enrichment (c22=.140; p < .01) affect positively on value co-creation outcome. On the other
hand, there is no significantly the effect of commitment toward value co-creation
outcome(c23=-.056; p=.13). This is in line with Arnould, Price and Malse (2006) notion that
consumers’ operants resources is the primary driver in the value co-creation process. The
quality of operant resources affetcs the way value is co-created. Further this finding
supported by the work of O’Hern and Rindfleisch (2010) proposition that the quality of
operant resources positively impact to consumer willingness to engage in the firm’s value
creation process. Producer can helps consumers for fulfilling their social and hedonic needs.

4.0  Conclusion and Implication of the Findings

The research is intended to replicate the study of consumer community and service
dominant logic in the Indonesian consumer context. It advances our understanding of service
dominant logic by proposing and testing a comprehensive model that integrates consumer
community, consumer operant resources, and value co-creation outcomes.

This study gives an additional point of view to the consumer community literature.
The evidence from this study demonstrates that the consumer community increases the
degree of consumer operant resources. As noted from the interview findings, they will
actively engage and participate in the community activities if they feel that the community
has same interest and fight for something that they pursue. According to Arnould (2005), this
situation will help member of the community to enrich their capacity.

The research findings offer several important managerial implications. Firstly, the
present study clearly supports a positive effect of consumer operant resources on value co-
creation outcome. The effectiveness of value co-creation requires intensive interactions
between the producer and the consumers and their resource integration (Skarzauskaite 2013).



Both consumer and producer exchange their competencies (Vargo and Lusch 2004). This
leads to suggestion that the producers need closely collaboration with the consumer
community to facilitate learning process of the community member. Consequently, marketing
division should spend their times to interact and dialogue with the community to identify
what kind of programs should be developed further.

Secondly, the successful of value co-creation depends on the consumer capacity
through actively interaction with producer. Through interaction, the producer gets an
opportunity to influence the customer value creating process. It is important to develop a
platform that makes member of consumer community is easily to access and involve in the
value co-creation activities. Prahalad and Ramaswamy (2004) suggested to use the DART
model. It helps producer to engage more effectively with consumers as co-creators.

Thirdly, the findings suggest that consumers operant resources are critically important
for value co-creation outcomes. Saarijarvi et al (2013) noted that consumers not only as an
object of the ultimate determinant of customer value but they have knowledge and skill to
participate with the firm in value co-creation activities. However, the customer involvement
cannot be taken for granted — the co-creation activities must be formulated in a way that is
beneficial for both parties.

This study suffers some limitation. Customer operant resources measure consists of
three separate reliable measures, one each for community member participation, community
member commitment and community member enrichment, the effect of consumer
community on each of these individual components and the impact of these individual
components to value co-creation is worth to be examined.

It seems reasonable to propose that the solidity of consumer community would shift
attention from participation to enrichment of the community member. Likewise, consumers
in the solid community would likely show emphasis on customer commitment than a
customer enrichment. It might be interesting to test the effect of consumer community on
consumer operant in the component level.
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Abstract

Strategic orientations are believed to be associated with the international performance
of SMEs, but empirical evidence on the subject is scarce. Addressing this research gap,
the present study examines whether low- and high-performing international SMEs
emphasize different strategic orientations to different extents. Three different strategic
orientations, namely entrepreneurial orientation, market orientation and brand
orientation, are being examined. Using independent samples t-test, the authors analyze
a data of 385 effective responses from Italian international SMEs, concentrating on two
separate performance metrics, namely (1) success in new customer acquisition and (2)
success in customer retention. The findings indicate that internationally operating
SMEs that perform well in terms of both customer acquisition and customer retention
are more market, entrepreneurial and brand-oriented than those SMEs that perform
weaker in this area.
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1.0 Introduction

Even though the changes in operating environment have made it easier for small firms
to enter international markets, there are still many questions concerning what affects their
decisions to expand to foreign markets and succeed in there (Frishammar and Andersson,
2009). Strategic orientations have been proposed to play a key role in explaining the success
of firms, allowing conclusions to be made why some firms are performing better than others.
The relationship between various strategic orientations and a firm’s international performance
is regarded as very relevant both to the firms and policy-makers. However, empirical research
on the topic is scarce (Hagen et al., 2012). This study contributes to the literature by studying
whether high-performing international SMEs emphasize strategic orientations differently than
low-performing ones. Some scholars have suggested that focusing on only one strategic
orientation at a time may not be enough when competing successfully in international
markets. Instead, a combination of multiple strategic orientations is required (Hagen et al.,
2012; Frishammar and Andersson, 2009; Ruokonen and Saarenketo, 2009). In this paper, we
empirically examine three strategic orientations, namely entrepreneurial orientation, market
orientation and brand orientation. As for performance, we concentrate on international SMEs’
success in (1) acquiring new customers and (2) retaining current ones. Both customer
acquisition and customer retention are regarded as important in creating customer
profitability (Thomas et al., 2004), which in turn is believed to improve firm’s overall
performance and growth. The findings shed light on what kinds of strategic choices seem to
be beneficial for SMEs that pursue success in international markets.

2.0 Literature review and hypothesis development

Market orientation is about the generation, dissemination and response to market
intelligence related to customers’ current and future needs, competitors’ strategies and
actions, channel requirements and abilities, as well as the broader business environment
(Morgan et al., 2009). It is believed that market-oriented firms are more likely to achieve high
levels of customer satisfaction, maintain customer loyalty, acquire new customers and as a
consequence, attain desired levels of growth, market share and profitability (Davis et al.,
2010). Market orientation helps firms to develop sustainable competitive advantage by
enhancing the creation of learning organization that is willing to experiment and continuously
improve its processes and systems (Kumar et al., 2011). Thus, it has been suggested that
market-oriented managers are more proactive, opportunity-oriented and committed to
recognize and respond to customer needs regardless of the market, and that market
orientation promotes successful exporting behaviour (Rose and Shoham, 2002). It is further
argued that market orientation fosters and facilitates the learning process needed to succeed
in foreign markets, and that market orientation strengthens the abilities of firms to acquire
foreign market knowledge and design a proper response to it (Armario et al., 2008). Also, it
has been shown that market orientation has a direct effect on firms’ competitiveness in
foreign markets (Armario et al., 2008). Based on the nature of market orientation and prior
results gleaned from international context, it can be assumed that high-performing
international SMEs are likely to show a higher level of market orientation than low-
performing ones.

Entrepreneurial orientation represents how a firm is organized in order to discover
and exploit opportunities (Wiklund and Shepherd, 2003). It is a market-driving approach that
brings changes and newness to the markets (Chen et al., 2012), as it includes innovativeness,



proactiveness and risk-taking (Rauch et al., 2009; Wiklund and Shepherd, 2005). In markets
characterized by rapid change, innovations and proactiveness can prove to be an important
avenue for achieving competitive advantage (Dess and Lumpkin, 2005) and risk taking is
needed to challenge the existing order of business and consequently, to secure performance
(Hughes and Morgan, 2007). Hagen et al. (2012) found that entrepreneurial/growth-oriented
firms enjoy competitive advantage in foreign markets due to the fit between capabilities and
strategy. In a similar vein, Jantunen et al. (2005) showed that entrepreneurial orientation
together with organizational reconfiguring capabilities come with a positive impact on firms’
international performance. Finally, Ruokonen and Saarenketo (2009) claimed that
entrepreneurial orientation combined with learning and market orientations affects the
success of an international venture. However, the above-mentioned studies have not
examined the direct effect of entrepreneurial orientation on customer acquisition or retention,
even though prior research has suggested that innovation leads to a positive perception of the
firm in the minds of market participants (Rosenbusch et al., 2011). In addition, innovative
firms achieve competitive advantage via creating innovations that include important and
attractive elements, while excluding those that are trivial and undesirable in the potential
buyer’s value chain (Lengnick-Hall, 1992). It can thus be assumed that entrepreneurial
orientation with a strong focus on innovativeness helps firms to attract new customers and
deepen relationships with existing ones.

Brand orientation can be defined as a mindset, where the brand is recognized,
featured and favoured in the marketing strategy (Wong and Merrilees, 2007). Brand-oriented
firms see brands as strategic assets, which help them to create value and promote
competitiveness (Huang and Tsai, 2013). Along with brand orientation, the main focus of a
firm is diverted from customers’ wants and needs (although they are not ignored) to treating
brand identity as a framework for company operations that is used to ensure uniqueness and
differentiation in the markets, thus offering a source of competitive advantage (Urde, 1999).
Consequently, although being moderated by some external factors, such as customer type and
market life cycle, brand orientation is found to have a positive impact on a brand’s success in
the markets (Hirvonen et al., 2013). Even though it has been claimed that branding has a vast
potential for international marketing (e.g. Wong and Merrilees, 2007), the impact of brand
orientation on internationally operating firms’ performance has been examined only scarcely.
Studies exploring this area have shown that brand orientation affects positively business
growth via brand performance and market performance in different countries (Laukkanen et
al., 2013). Wong and Merrilees (2007) in turn found that brand orientation helps to shape
effective international marketing strategies. On the other hand, the results in prior studies
concerning the effect of brand orientation on customer-related market performance are not
entirely conclusive. The study of Baumgarth (2010) showed that brand-oriented behaviours
have a positive impact on market performance, while in Laukkanen et al. (2013) the results
indicated that a negative effect exists between brand orientation and market performance
among SMEs operating in Hungary.

Importantly, the strategic means of how the above strategic orientations pursue
competitive advantage differ notably from each other. Market orientation lays emphasis on
customer satisfaction (Gonzalez-Benito et al., 2014), while in entrepreneurial orientation the
focus is on driving markets with innovative approaches (Chen et al., 2012). In brand
orientation, the heart and soul of the strategy is brand identity and how it is used to guide
business decisions (Urde, 1999). As all these strategic orientations have been shown to be
beneficial to firm performance, it can be assumed that low- and high-performing firms are
distinguished from each other in regards to these orientations. Therefore, we hypothesize:



H1: Internationally operating SMEs that succeed in customer acquisition and retention differ
with regards to their strategic orientations from those who fail in these aspirations.

3.0 Data and Methods

The data was collected from Italy, the total number of responses being 778. However,
in this study, we focus only on those firms that (1) are SMEs (based on the official
categorization by the European Union) and (2) operate in international markets. With these
criteria applied, the final sample size is 385 effective responses. The contact information was
obtained from a large commercial database administered by an international service provider
specialized in company information services. In order to collect the data, an email stating the
purpose of the study and asking them to complete an online questionnaire was sent to the
firms included in the database. As for the measures, we used six items based on Smart and
Conant (1994) for measuring entrepreneurial orientation. Market orientation was measured
with 14 measure items derived from Farrell et al. (2008), while brand orientation was
measured with five items from Wong and Merrilees’ (2007) study. As for the performance
measures, namely customer acquisition and customer retention, we used single-item measure
items adopted from Laukkanen et al. (2013). All three strategic orientations were measured
with a seven-point Likert scale ranging from (1) Totally disagree to (7) Totally agree. The
two performance measures were measured with a five-point scale asking the respondents to
evaluate their performance relative to their competitors. The response options ranged from
(1) Clearly poorer to (5) Clearly better.

The data analysis proceeded in several steps. We first analyzed the data in relation to
non-response bias and common method bias. Regarding non-response bias, we adopted the
linear extrapolation approach (Armstrong and Overton, 1977). The comparison between early
(the first quarter of the respondents) and late respondents (the fourth quarter) in relation to all
the 27 research variables showed that there were no significant differences (p>0.05) between
the two groups, confirming that non-response bias is not a problem in this study. As for
common method bias (Podsakoff et al., 2003), we utilized Harman’s single factor test using
the CFA approach. The final measurement model (see below for details) was altered so that
all the measure items were specified to load on the same latent construct. This one-factor
model was then compared against the hypothesized multiple-factor model. The results show
that the model fit of the one-factor model is significantly weaker than that of multiple-factor
model (Ay’=2344.12, Adf=3, p<0.001), indicating that common method bias is not a major
concern. Next, we conducted confirmatory factor analysis (CFA) in order to assess the
validity of the latent constructs (i.e. entrepreneurial orientation, market orientation and brand
orientation). Then, a summated scale was developed for each of the three latent constructs.
Finally, these summated scales were used in independent samples t-test for comparing the
strategic orientation profiles between low- and high-performing Italian international SMEs.

4.0 Research results

Table 1 summarizes the results of confirmatory factor analysis. The initial
measurement model with three latent constructs and 25 measurement items did not yield a
satisfactory model fit with X7,=1106.03 (p<0.001), RMSEA=0.089, CFI=0.89, TLI=0.88.
To this end, the model was modified based on factor loadings (using a threshold of 0.50 — see
e.g. Hair et al. (2010)) and modification indices (Byrne, 2010). The modified model shows a
good fit with X2(182)=585.47 (p<0.001), RMSEA=0.076, CF1=0.94, TLI=0.93. Furthermore,
the internal consistency of the constructs is adequate as all the standardized factor loadings



are statistically significant at p<0.001. The composite reliability values also exceed the
suggested threshold of 0.70 (Hair et al., 2010), and the average variance extracted values for
all three constructs are above the 0.50 threshold (Fornell and Larcker, 1981). In addition,
discriminant validity is supported as the AVE value for each construct is greater than its
shared variance (Fornell and Larcker, 1981); that is, the amount of variance that the latent
construct explains in observed variables associated with another latent construct.

Table 1. CFA Results and Construct Validity

Construct Co.m PO .Slte Ent'rep ren eurial Market orientation Brand orientation
reliability Orientation

Entrepreneurial orientation 0.92 0.62°

Market orientation 0.98 0.46 0.54*

Brand orientation 0.98 0.19° 0.20° 0.85"
Goodness-of-fit statistics
X s Sig. RMSEA CFI TLI
585.47 <0.001 0.076 0.94 0.93

Note: ®Average variance extracted (AVE); ®Shared variance (i.e. squared interconstruct correlation)

Table 2 shows the research findings in relation to new customer acquisition. The low
performance group refers to those respondents who indicated that their performance relative
to competitors was either poorer or at the same level. The high performance group in turn
represents respondents who indicated that they perform better than their competitors. As the
results indicate, the differences are statistically significant (p<0.001) in relation to all three
strategic orientations. It appears from the findings that the level of entrepreneurial orientation
(low=4.02 vs. high=4.97), market orientation (low=4.57 vs. high=5.31) and brand orientation
(low=4.57 vs. high=5.44) is notably higher in firms that perform better than their competitors
in relation to new customer acquisition than in firms that perform poorer or equally well.

Table 2. T-test results (new customer acquisition)

Low performance (n=149) High performance (n=236) t-value Sig. (p)
Entrepreneurial orientation 4.02 (Std. deviation=1.22) 4.97 (Std. deviation=1.14) -7.729 <0.001
Market orientation 4.57 (Std. deviation=1.20) 5.31 (Std. deviation=1.10) -6.175 <0.001
Brand orientation 4.57 (Std. deviation =1.74) 5.44 (Std. deviation=1.53) -5.010 <0.001

Table 3 reports the results in relation to customer retention. Similarly to new customer
acquisition, low performance refers to firms who perform poorer or equally well than their
competitors, whereas high performance group represents firms performing better than
competitors. Again, the findings indicate that there are statistically significant (p<0.01)
differences between the two groups so that better performing firms are notably higher in
entrepreneurial orientation (low=3.80 vs. high=4.77), market orientation (low=4.33 vs.
high=5.17) and brand orientation (low=4.63 vs. high=5.20). Thus, H1 is supported as the low-
and high-performing groups differ significantly from each other in terms of all three strategic

orientations.

Table 3. T-test results (customer retention)

Low performance (n=68) High performance (n=317) t-value Sig. (p)
Entrepreneurial orientation 3.80 (Std. deviation=1.27) 4.77 (Std. deviation=1.19) -6.069 <.001
Market orientation 4.33 (Std. deviation=1.24) 5.17 (Std. deviation=1.13) -5.452 <.001
Brand orientation 4.63 (Std. deviation =1.69) 5.20 (Std. deviation=1.65) -2.610 <.01




5.0 Conclusions

The purpose of this study was to examine whether the profiles of internationally
operating SMEs differ with regards to market, entrepreneurial and brand orientations, when
they are classified in low- or high-performing categories based on their success in new
customer acquisition and customer retention. The analysis of data gathered from Italian
SME:s indicates that those SMEs who perform better show higher levels of all the studied
strategic orientations. The results are in line with prior studies claiming that strategic
orientations play an important role in the international performance of SMEs (e.g. Armario et
al., 2008, Jantunen et al., 2005, Laukkanen et al., 2013). The findings contribute to the
literature by suggesting that a successful international business strategy is likely to be a
combination of multiple strategic orientations, instead of just one. So far, the simultaneous
examination of multiple strategic orientations has been scarce (Laukkanen et al., 2013). For
managers the results shed light on the question of how to allocate resources between different
strategic orientations. To conclude, the findings imply that SMEs should pursue success in
international markets with a diversified strategic approach. They should satisfy customers,
bring innovations to the markets and build brands that create value to both customers and
themselves. However, completing all these tasks might prove to be challenging to SMEs who,
compared to their larger counterparts, struggle with resource constraints (Gilmore et al.,
2001). Different strategic orientations can be seen as partly complementing and partly
contradicting with one another and thus, SMEs have to decide which specific means will get
them to the desired outcome. Further studies are needed to investigate in more detail which
strategic orientations (and combinations of them) generate the best results in different
cultural, political and economic environments and whether factors like firm age or resources
moderate the relationship. Indeed, while our results offer interesting insights into how low-
and high-performing firms combine different strategic orientations, they also leave open the
question of whether firms can automatically be high in several kinds of strategic orientations.
For example, market orientation and brand orientation represent quite different logics (Urde,
1999), so future research is needed to examine how high-performing firms in reality combine
high market orientation and high brand orientation.
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Abstract

This study advances the literature of cross-functional knowledge sharing (CFKS) by
developing a coopetition model that investigates the contingency effects of cross-
functional competition and organisational innovativeness on the coordination-sharing-
performance link. Findings from a sample of 224 large-sized firms in a transitional
economy show that with the exception of a nonsignificant effect of formalisation, other
coordination mechanisms (lateral relations, informal networking, and shared vision)
were significantly related to cross-functional knowledge sharing. We also found that
cross-functional competition moderates the effects of lateral relations and informal
networking on cross-functional knowledge sharing. Finally, organisational
innovativeness partially mediates the relationship between cross-functional knowledge
sharing and firm performance.
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1.0 Introduction

The marketing literature has established that cross-functional knowledge sharing
(CFKS) between marketing and other organisational functions enhances firm effectiveness
such as market learning and performance (Luo et al., 2006), innovation (Tsai, 2001), and new
product success (Ernst et al., 2010). A review of the existing literature reveals a coordination-
sharing-performance (C-S-P) hypothesis, which states that organisational coordination
determines the CFKS within the firm, which in turn enhances firm performance.
Coordination, the integration of different parts of the firm to achieve a collective set of tasks,
is an important determinant of knowledge sharing (Tsai, 2002; Willem et al., 2006). Indeed,
both formal coordination (e.g. formalisation and lateral relations) and informal coordination



(e.g. informal networking and shared vision) establish communication channels, facilitate
cooperation and social interaction between organisational units, and acts as a powerful device
for aggregating different pools of knowledge within the firm through a network structure
(Gupta and Govindarajan, 2000).

Despite substantial contributions of prior studies, several gaps in the extant literature
remain, offering opportunities for further research. First, empirical studies comparing the
effects of different coordination mechanisms (e.g. formalisation, lateral relations, informal
networking, and shared vision) on CFKS are lacking. There is a little insight into the relative
importance of these mechanisms as drivers of CFKS. Under resource constraints, managers
need to know whether various coordination mechanisms have different powers in promoting
knowledge sharing. In this way, they will be able to use limited resources effectively to
coordinate different departments to share knowledge and ultimately develop an effective
knowledge management strategy. Second, the extant literature on the C-R-P link has largely
ignored the potential moderating effect of cross-functional competition on these relationships.
Little research has been done to examine how knowledge sharing between marketing and
other departments can enhance firm performance in the presence of coordination and
competition. Whether competition facilitates or inhibits coordination-sharing relationship
remains unanswered. Third, cross-functional knowledge is a firm’s strategic resource and
realising its potential value “requires alignment with other important organisational elements”
such as organisational innovativeness (Ketchen et al., 2007, p.962). Finally, most of the
studies on CFKS have been conducted in developed Western countries. Little has been
known about the C-S-P link in transitional collectivist countries (e.g. Vietnam).

To address the above research gaps, we developed a coopetition model in that we
extended the C-S-P model by adding two contingent factors namely cross-functional
competition and organisational innovativeness. We then validated the coopetition model
using a sample of 224 large-sized firms in a transitional economy. The remaining of the paper
is organised as follows. First, we reviewed prior research on the C-S-P logic. Second,
drawing on the contingency theory, we included two contingency factors, cross-functional
competition and organisational innovativeness in the C-S-P logic. Third, we presented the
research design and reported the analyses and findings.

2.0 Conceptual Framework and Hypotheses

Building on within-organisation cooperation and competition perspectives
(Brandenburger & Nalebuff 1995), we argue that cooperation and competition between
marketing and other departments coexist and develop a coopetition framework. Competition
arises through diverging interests between parties, creating a win-lose scenario or a zero-sum
game structure. The opposite perspective, cooperation, emphasises cooperative
interdependencies with fully converging interests (Walley, 2007). This perspective suggests
that collaboration is a critical factor for strategic success that brings growth for all parties
under a positive-sum game structure (Hill, 1990). Both perspectives have attracted a major
criticism for their bias towards different poles of a relationship when, in fact, they equally
determine important interdependencies within an organisation (Bengtsson and Kock, 2000).
The coopetition perspective suggests that the coexistence of competition and cooperation
determines the organisation’s interdependencies through a variable-positive-sum game
(Dagnino, 2009).

Regarding the relationships between departments in an organisation, there is a trade-
off between cooperation and competition, which are at the opposite ends of a continuum.
Competition is generally defined as the conflicting and rivalling relationship between parties
(Bengtsson and Kock, 2000). Departments may experience problems coordinating work



activities because they have disagreements about the priorities of others, hinder others’
performance and do not cooperate with one another (Maltz and Kohli, 1996). In the presence
of cross-functional rivalry, departments are less likely to share knowledge or they will avoid
using knowledge shared from the others because acting on the knowledge shared ‘would be
tantamount to being influenced or controlled’ by the sharers (Maltz and Kohli, 1996, p.52).

Luo, Slotegraaf & Pan (2006, p.68) argue that the interaction between marketing and
other functional departments may be a ‘double-edged sword’, involving both cooperation and
competition. Indeed, marketing and other departments do not only cooperate to achieve the
ultimate organisational goals (Narver and Slater, 1990); but they also compete to pursue their
own strategic priorities or to defend against loss of status or power (Houston et al., 2001). For
instance, in the case of product innovation, marketing employees will be interested in
products that will be successful in the short term while R&D personnel will be interested in
more radical breakthrough projects (Hutt et al., 1995). While departments are determining
their roles, identities and power bases through separations of tasks, they are strongly
motivated to defend against loss of status or power (Hutt et al., 1995).

Knowledge is often critical to the innovation process. The importance of knowledge
sharing for enhancing organisational innovativeness has been emphasised widely in the
literature (Lin, 2007; Tagliaventi et al., 2010). Since knowledge is embedded in individuals
from different departments, it needs to be shared to create new ideas and ways of doing
things. If an organisation can disseminate knowledge across its functional boundaries, it can
integrate diverse ideas and perspectives from different departments, which that can result in
innovative ideas (Brettel et al., 2011). In addition, by facilitating knowledge sharing,
organisations can reduce interdepartmental conflicts (Griffin and Hauser, 1996) and thus
direct departments’ behaviours towards learning from each other. The spread of learning
among departments, in turn, increases the opportunities to create new knowledge and diffuse
novel ideas. Learning new knowledge increases the likelihood of innovation because the
departments are exposed to new knowledge that interacts with the knowledge they already
held. In a rapid changing environment, it is crucial for business organisations to engage in
innovative activities to develop new products and exploit market opportunities. These
activities enhance sales and market share since customers tend to buy innovative and
differentiate products that meet their needs and bring superior value to them (Sandvik and
Sandvik, 2003).

In general, organisations with a high degree of innovativeness can respond actively to
the changes in the business environment and develop new capabilities that result in a
competitive edge and a superior performance (Hult et al., 2004). The marketing literature
suggests that an organisation’s innovativeness has a positive effect on performance
(Calantone et al., 2002). A high level of innovativeness is associated with more timely and
creative introduction of new products and services that provide superior value to customers
(Olavarrieta and Friedmann, 2008). In addition, organisations must be innovative to gain a
competitive advantage for survival and to stay ahead of competitors (Li and Calantone,
1998).

Building upon the above arguments, we proposed the following hypotheses.
H1: Formalisation has a positive effect on CFKS.
H2: Lateral relations have a positive effect on CFKS.
H3: Informal networking has a positive effect on CFKS.
H4: Shared vision has a positive effect on CFKS.
H5: Cross-functional competition moderates the effects of (a) formalisation, (b) lateral
relations, (c) informal networking, (d) and shared vision on CFKS.



H6: Organisational innovativeness mediates the relationship between CFKS and firm
performance.

3.0 Research Methodology
3.1. Sampling frame and sample size

The empirical setting was Vietnam, an Asian transitional collectivist country. We
adopted a convenience-sampling approach to identify potential participants. Midlevel
(department heads or vice department heads) or top managers (members of the management
team) from various departments (e.g. marketing, sales, R&D, manufacturing, finance and
accounting) were the potential informants. The available public sources included the
Vietnamese Business Directory and personal contacts on the LinkedIn network. An email list
consisting of 4,004 email addresses of potential informants was constructed. Emails with
survey links were sent to all potential informants using SurveyMonkey. After eliminating
invalid responses, the final sample was composed of 224 valid responses, consisting of 34.8%
manufacturing, 21.0% trading, and 44.2% service firms. 85.3% of the sampled organisations
had total assets of more than AUDS million. In addition, 75.0% of the sampled organisations
had more than 200 full-time equivalent employees.

3.2. Measurement instrument and models

We measured formalisation, lateral relations, informal networking, cross-functional
competition, shared vision, CFKS, cross-functional competition, by adopting existing scales
in the extant literature (Calantone et al., 2002; Ghobadi and D'Ambra, 2012; Luo et al., 2006;
Willem and Buelens, 2009). In testing the proposed hypotheses, we controlled for power
distance and firm ownership using scales from Zhang and Begley (2011) and Luo, Slotegraaf
& Pan (2006). We addressed the common method bias by adopting non-statistical and
statistical remedies recommended by Podsakoff et al. (2003) and found common method bias
was not an issue. In addition, factor loadings of the focal constructs (0.52 to 0.96) were above
the threshold of 0.5. The composite reliabilities for all constructs ranged between 0.79 and
0.95. The squared roots of the AVEs (0.75 to 0.89) were higher than correlation coefficients
among focal constructs. Thus, convergent validity and discriminant validity were satisfactory.

4.0 Hypothesis Testing and Discussions

To test hypotheses 1 to 5, we developed Model 1 that included all focal constructs,
except for organisational innovativeness. Our findings show that formalisation (b=-0.02,
t=0.36) has no significant effect on CFKS, thus H1 is not supported. However, lateral
relations (bh=0.30, t=4.26), informal networking (b=0.22, =2.27), and shared vision (b=0.41,
t=5.91) has a positive and significant effect on CFKS, in support of H2, H3 and H4. We also
found that cross-functional competition has no significant moderating effects on the
relationship between formalisation (h=0.02, =0.31), shared vision (b=-0.01, =0.19) and
CFKS. Thus, H5a and HS5d are not supported. In contrast, cross-functional competition
strengthens the effect of lateral relations on CFKS (b=0.14, t=1.72), while weakens the effect
of informal networking on CFKS, in support of H5b and H5c. To test H6, we developed
Model 2 that included organisational innovativeness into Model 1. CFKS positively
influences organisational innovativeness (Model 2, »=0.61, t=12.19), which in turns
positively influences firm performance (Model 2, »=0.66, t=13.50). Comparing Models 1
and 2, we found that the positive effect of CFKS on firm performance (Model 1, 5#=0.56,
t=12.66) becomes weaker in Model 2 (b=0.16, =2.94). Thus, organisational innovativeness
partially mediates the knowledge sharing—performance relationship, in support of H6.



Table 1. Structural equation parameter estimates (¢-value)
Endogenous variables

Model 1 Model 2
CFKS PERF CFKS INNO PERF
Independent variables
FOR -0.02 (0.36) - -0.02 (0.31) - -
LATERAL 0.30° (4.26) - 0.30° (4.49) - -
INFOR 0.22°(2.27) - 0.22°(2.22) - -
SHARE 0.41°(5.91) - 0.41° (6.14) - -
COMPE -0.25° (4.64) - -0.25° (4.45) - -
FOR x COMPE 0.02 (0.31) - 0.02 (0.33) - -
LATERAL x COMPE 0.14*(1.72) - 0.14% (1.81) - -
INFOR x COMPE -0.33° (2.02) - -0.33°(2.05) - -
SHARE x COMPE -0.01 (0.19) - -0.01 (0.19) - -
CFKS - 0.56° (12.66) - 0.61°(12.19) 0.16° (2.94)
INNO - - - - 0.66° (13.50)
Controls
Power distance -0.08 (1.21) - -0.08 (1.10) - -
Ownership - -0.02 (0.39) - - -0.01 (0.15)
R-squared 0.50 0.31 0.37 0.59

Notes: a, b, ¢ denote a significance at 10%, 5% and 1% respectively (2-tailed #-test), FOR: formalisation, LATERAL:
lateral relations, INFOR: informal networking, SHARE: shared vision, COMPE: cross-functional competition; CFKS:
cross-functional knowledge sharing, INNO: organisational innovativeness; PERF: firm performance.

4.1. Theoretical Implications

First, our study extends the extant research on CFKS concerning cross-functional
coordination mechanisms (e.g. Willem et al., 2006). CFKS between marketing and other
departments has recently gained greater attention in the field of marketing and in
organisational research (Luo et al., 2006). Nevertheless, this research stream does not take
into account both formal and informal coordination mechanisms in the presence of cross-
functional competition. Based on social capital theory, this study adds to this research
stream by connecting different cross-functional coordination mechanisms, including both
formal and informal mechanisms, to CFKS in the context of competition. Social capital
theory relates to goodwill available to individuals or groups generated by social
relationships or simply an organisational network of relationships (Inkpen and Tsang, 2005),
containing three dimensions: structural, cognitive and relational. This study suggested that
lateral relations, informal networking and shared vision are important knowledge sharing
determinants. These mechanisms represent well all three of the above dimensions of social
capital, which have been proposed as the conditions required to facilitate knowledge
sharing in an intraorganisational network. Hence, this study provided empirical evidence to
support social capital theory in explaining the role of coordination in promoting CFKS.

Second, this study adds to the growing body of research on coopetition by examining
the moderating role of competition in using coordination mechanisms to enhance knowledge
sharing among functional departments in an organisation. Although the performance benefits
of intraorganisational coopetition are increasing through studies that have investigated these
benefits in a conceptual way (e.g. Padula and Dagnino, 2007) and even though studies of
coopetition and organisational performance exist, such empirical verification is limited
(Walley, 2007). This study bridges this gap by providing insights into the two conflicting



processes of competition and coordination between marketing and other departments in an
organisation that can have performance implications. Finally, this study examines the
interrelationships among CFKS, coordination and competition within organisations operating
in a developing country, which is largely overlooked in the extant literature. Moreover, the
study has shown that, although cross-functional competition has a positive moderating effect
on the link between lateral relations and CFKS, it negatively moderates the positive
association between informal networking and CFKS. These moderating effects are
contradicting, which supports the notion that cross-functional competition may be a “double-
edged sword” in the context of organisations in an Asian country.

4.2. Managerial Implications

First, the study provides guidance on CFKS for large business organisations to
improve organisational performance. Second, the results suggest that large business
organisations need to manage cross-functional coordination to enhance knowledge sharing
between departments. Attention should be paid to three cross-functional coordination
mechanisms, namely, lateral relations, informal networking and shared vision, which
significantly determine CFKS. Finally, managers should recognise that competition is not
always unfavourable. They should be aware that this benefit of cross-functional competition
might be outweighed by other potential problems, for example, a reduction in the effect of
informal networking on CFKS due to cross-functional competition. This provides an
implication for managers about how to manage cross-functional competition effectively to
promote CFKS aimed at better performance outcomes.
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Abstract

Trust has a significant part to play in a number of domains and its importance in
sport is self-evident; particularly trust from the perspective of fans in the custodian of a
sport namely the governing body. Even though this is the case, our understanding of
how trust in a sport’s governing body might be formed is superficial and this lack of
understanding can be detrimental because any trust deficiency amongst fans may lead
to a reduction in the revenue stream from sponsors and other interested bodies. In
undertaking our study we gained data from more than 500 followers of football (soccer)
across a number of continents. The findings of our study are important because they
serve as the basis upon which fans might trust a sport’s governing body and secondly
the key variables that sports need to address to build and maintain trust with followers
of the sport.

Key words: Sport Management, Governance, Trust

Track: Marketing Strategy and Strategic Marketing

Introduction and Background

We know that trust plays an integral part in business relationships (see Bove and
Johnson 2006; Sekhon et al., 2014) as well as being a key component when developing a
strong corporate/institutional brand that can be trusted, with the maintenance of a long-term
relationship being a key challenge. Using the backdrop of a sport’s governing body this paper
examines how trust can be influenced by a number of key antecedents, i.e. trustworthiness,
reputation, transparency and responsibility. Although other outcomes are possible, for our
context we contend that trust is not the final outcome but instead trust will lead to a positive
word-of-mouth.

In examining trust and its antecedents we focus our attention on sport where without
doubt the importance of trust in sport is generally well accepted and self-evident, although
questions may arise regarding the veracity of individuals linked to specific sports. For



example, the 100m at the recent at the 2015 Athletics champions, or case of spot fixing in
Cricket. Indeed, fans’ reactions to scandals at the individual performance level or governing
body level are testament to the role of trust and governance in sport. This is important given
the amounts at stake from sports sponsorship and other revenue streams which would be
under threat, if the integrity of a sport was called into question. Therefore, understanding the
role of trust and other behaviours in a sports setting is timely. Our focus on the governing
bodies is welcome because of the role they play in terms of the responsibility they have for
the sport’s integrity and development (Forster 2006; Gammelsaeter and Senaux 2011) and in
order to deliver on this it requires a significant degree of trust on the part of the follower of a
sport (Jones 2011). To address the issue of our superficial knowledge of trust in sport
governing bodies, we present the following two primary research objectives: (a) provide a set
of antecedents for trust; and, (b) identify the strength of the antecedents.

In making our contribution, the remainder of our paper is set out as follows. We start
by presenting our theoretical model and an elaboration of the hypothesised relationships. This
is followed by a discussion of our methodology including important domain specific issues.
We gain our data from a number of geographical locations enabling us to overcome the
limitations of a mono-country study, this is because region specific issues may unduly
influence a single region/country sample. The last sections of this paper deal with our
findings and we also highlight any shortcoming from our work.

Literature Review and Model

In understanding trust, we present the following research model and hypotheses in
addition to discussing each of the constructs and hypotheses, in turn. While we present a set
hypotheses there is a degree of replication in that some of the theoretical relationship have
been previously established in the literature at the individual level rather than within our
context and in an holistic manner, within a singular study.

Figure 1: Model of Relationships
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Relationship Between Trustworthiness and Trust

An examination of trust in the marketing literature emerged during the 1990s and
even now trust in marketing is a slightly ambiguous construct (Jarratt and Ceric 2015). In
essence, trust is a belief that an individual holds about the party in the relationship wishing to
be trusted (Fulmer and Gelfield 2012) and we estimate that it is two dimensional. Firstly,
there is the cognitive form that is based on a willingness to rely on the other party to deliver



what it says, while the second form is affective trust which is more idealised (Sekhon et al.,
2014). The distinction means that the party making the trust decision moves from one level
(cognitive) to the next (affective) as the relationship deepens, meaning that trust development
is process orientated (Japp and Anderson, 2007; Khodyakov, 2007), although not purely
linear. For a sport’s governing body it means that it is honest with its followers and has their
best interests at heart. In the case of a sport’s governing body, trust relates to the body being
dependable and following through on what it says it will do, as well as being honest with
them.

While much has been written about trust, the essential aspect is that an institution has
to be seen to be trustworthy if their corporate image/brand is to be maintained, and
trustworthiness is viewed as a strategic tool for building trust (Yousafzai et al., 2009).
Trustworthiness is different to trust, even though the terms are sometimes are used
interchangeably in the literature (Greenwood and Buren, 2010). Trust is a property of the
individual while trustworthiness is something that can be influenced and therefore
maintained. For a sport’s governing body to be perceived to be trustworthy not just by fans
but also stakeholders, it has to be seen to be honest with them and be seen to be clearly
addressing their needs. Given the importance of being viewed as trustworthy we present the
following hypothesis H; the trustworthiness positively impacts trust levels in a sport’s
governing body.

Relationship Between Reputation and Trust

There is an emergent body of thought suggesting that reputation is a key building
block of trust (see Van der Merwe et al., 2014) and behaviours such as integrity help build a
strong corporate reputation. For us, it means that the stronger the reputation of a sport’s
governing body the more trusting fans will be of that governing body because the foundation
is linked to beliefs about honesty (Doney and Cannon, 1997).The corollary is that the
corporate brand, in our case the sport’s governing body, is viewed as being dependable and
will deliver on its promise. It also means that it is an information signaller because it will do
the right thing. Ultimately even if someone is not entirely certain of a sport’s governing body
they will root their trust decision based on the governing body’s reputation by expecting the
governing body to do the right thing. Taking the preceding debate we propose H, reputation
positively impacts trust levels in a sport’s governing body.

Relationship Between Transparency and Trust

Transparency has an important part to play during the establishment of trust, based on
perceptions (Schnackenberg and Tomlinson, 2014) and without which there could be a trust
deficiency (Kanagaretnam et al., 2010). There is a case for transparency and a lack of it is
evident in cases of corporate failures (for example Enron) or miss-selling (for example UK
financial services). Kaptein (2008) relates transparency to the ethical behaviour inside an
organisation. Transparency is the perceived quality of intentionally shared information from a
sender (Schnackenberg and Tomlinson, 2014, p5). In an organisational setting, transparency
is about being receptive and responsive to communications. In the case of their corporate
brand, for a sport’s governing body this might be about transparency in relation to the bidding
process for the allocation of major events which is intertwined with ethical behaviour during
the awarding process. Where there is high transparency it can lead to higher levels of trust
(Grimmelikhijsen 2010). Thus, we propose Hj3 transparency positively impacts trust levels in
a sport’s governing body.



Relationship Between Responsibility and Trust

Brand trust emanates from notions of responsibility (Azmat and Ha 2013) and
organisations provide signals in terms of behaving in a responsible manner (Xie and Peng
2009). Trust is a belief that another party can be expected to be relied upon with confidence
to perform their task responsibly (Morgan and Hunt 1994; Doney and Cannon 1997). Indeed,
as part of the aforementioned works emerging is the idea of morality that in turn improves
trust levels because of favourable impressions. Further, behaving in an ethical manner results
in higher levels of trust (Zur et al., 2012) which in our case is the sport’s governing body
brand. Ergeneli, Ari and Metin (2007) note that making a trust decision is a rational choice
and it is based on experiences of responsible behaviours. As a consequence of the importance
of responsibility, we propose the following hypothesis Hy responsibility positively impacts
trust levels in a sport’s governing body.

Relationship Between Trust and Word-of-Mouth

We accept that a number of outcomes of trust could be put forward, for example
commitment (see Morgan and Hunt 1994). However, for contextual reasons we contend that
the underlying principle of making a decision to trust is that some sort of future action is
taken. There are numerous benefits associated with positive word-of-mouth which is
important because it helps predict future behavioural intentions (Roy et al., 2014) and
positive word-of-mouth is positively correlated with an organisation’s performance
(Eisingerich et al., 2014). Thus, given the relationship between the two, trust should not be
viewed as an outcome but instead acts as an antecedent, as well. Gremler et al., (2001)
observe that those comfortable in their relationship with a firm act as advocates of that firm
and it can be considered as citizenship behaviour (Podaskoff et al., 2000). For a brand it
means greater engagement that goes beyond participation in the game and in doing so they
become advocates. Positive word-of-mouth has the greatest impact when the product is
highly intangible (O’Cass and Carlson 2012) and is important when there are a plethora of
choices open to an individual (Walsh and Mitchell 2010). Congruent with Sweeney et al.,
(2012) we conceptualise positive word-of-mouth to be distinct from loyalty and like
Harrison-Walker (2001) recognise that it is more one dimensional. Given its important role
and rooted in the literature we propose the following hypothesis Hs trust positively impacts
word-of-mouth in a sport’s governing body.

Methodology and Findings

Before moving on to an in-depth discussion of our methodology, it is important to
draw the reader’s attention to some issues surrounding our sport governing body. To evaluate
our theoretical model we gained our data from the global governing body of football,
Fédération Internationale de Football Association (FIFA). The governing body, FIFA,
pursues the mission ‘[To] develop the game, touch the world, build a better future’
(FIFA, 2014). In accentuating this mission, FIFA seeks to uphold a set of core values
that emphasise authenticity, unity, performance and integrity. In using FIFA we
recognise that judgments might be bound up in perceptions held regarding individuals in the
same way that perceptions of political parties tend to be analogous with the way that party
leaders are presented (Garzia 2011), thus this may influence the weight of the relationships
within our theoretical framework. As this is the case, we were mindful that it may unduly
influence the responses of sample members.



Our survey items were largely sourced from tested existing latent measures; an
approach that Netemeyer et al., (2003) suggest is entire acceptable where suitable well tested
measures exist (sources: Lusch and O’Brien 1997; Doney and Cannon 1997; Fullerton 2003;
Walsh et al., 2009; Roy 2013; Sekhon et al., 2014). For the construct transparency, we
developed new measures because of a lack of existing ones and we did this as a result of
discussions between the research team. In order to test and validity of our measures, we
undertook a pilot exercise (space restrictions do not allow for full reporting). The pilot
exercise amongst ~50 postgraduate students undertaking a sport module, revealed no
underlying issue with our measures. The items anchors ranged from 1=strongly disagree to
S=strongly agree. No anchors were applied to points 2 and 4, while the mid-point was
anchored using neutral. For the main survey we collected data from followers of football
from across the globe. To maximise reach, the survey was posted by a CNN reporter via their
Twitter account which has ~15,000 followers, as well as being sent via LinkedIn and Twitter
reaching a further ~8,000 followers. The survey was live during the period leading up to the
2014 FIFA World Cup (February to March 2014). Our survey approach resulted in 503
completed on-line survey responses (one reminder email was sent); the completed on-line
surveys were stored using the secure Bristol-Online platform. With the exception of Central
America we received responses from each of FIFA’s regions. The use of on line surveys has
become well entrenched and as Deutckens et al., (2006) contend, for closed-ended responses
yield results that are similar to those from a paper-based survey.

An initial examination of the data showed that the responses resulted in a non-normal
distribution therefore leading us to conclude that Partial Least Squares (PLS) would be a
more suitable data analyses method, than ‘traditional’ SEM. The empirical evidence from our
survey is that the hypotheses testing reveal that all the paths are significant (see table 1).
Table 2 shows that the measurement statistics CR, AVE and alpha were also acceptable
(Fornell and Larcker 1981).

Table 1: Path Results

Relationship Path Coefficient t-Value Result

Trustworthiness = Trust 0.38 6.23 H; Accepted
Reputation = Trust 0.21 2.90 H, Accepted
Transparency > Trust 0.17 3.98 H; Accepted
Responsibility = Trust 0.20 3.38 H, Accepted
Trust > Word-of-Mouth 0.76 26.19 Hs Accepted

Table 2: Measurement Statistics

Construct CR Alpa (a) AVE
Trustworthiness 0.95 0.94 0.84
Reputation 0.92 0.88 0.74
Transparency 0.90 0.88 0.57
Responsibility 0.94 0.92 0.70
Trust 0.89 0.80 0.68

Word-of-Mouth 0.96 0.95 0.88




Findings and Discussion

In making our contribution we set out to examine trust and its interrelationships with
other constructs using a sport’s governing body as the backdrop. Even though our study is
one of the first of its kind for a focused sporting domain, we nevertheless complement some
of the generic trust studies that have gone before. We know that trust is a central component
of a collaborative relationship (Anderson and Narus 1990) and our study emphasises the
manner in which trust can be managed. Given that a sport’s governing body plays a
compelling role as the custodian of a sport, our findings have implications for theory and
practice. For governing bodies, managing their brand is important in order to maintain
income streams and the credible management of the sport. This, in our view, is bound up in
key principles such as good governance. In presenting our findings we showcase the key
factors and together they provide practical insights for the sports’ governing bodies.

Our study reveals that demonstrations of trustworthy behaviour will have the greatest
impact on trust, while trust will lead to positive word-of-mouth. We estimate that one of our
study’s contributions that a sport’s governing body has to be seen to be transparent in its
dealing with the followers of a sport. For our study, reputation is important and thus
demonstrations of care and concern towards followers of sport will have a positive impact.
The outcome of the positive word-of-mouth is that it will have benefits for those associated
with a sport’s governing body, and because of these benefits stakeholders may make greater
investment in the governing body. In order to enjoy these long-term benefits the onus is on
the sport’s governing body to have measures in place that address the concerns of fans, thus
helping to strengthen the brand.

We set out to examine the nature of trust in a sport’s governing body. But in using
FIFA as our study source there are limitations that we must acknowledge. Namely that the
poor publicity received by FIFA may have unduly influenced results and if the study was
replicated with other sport’s governing bodies, other results may emerge. We are aware the
out model may be limited because it does not take into the recognition of the dimensionality
of trust and nor does it consider other antecedents. For example, in the relational research
loyalty is often positioned as a key variable and thus it would be interesting to evaluate how
such factors moderate our theoretical framework.
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Abstract

India is a global leader in the ICT sector. This study aims to enhance the understanding
of the Strategic Marketing Practices (SMPs) and the use of social media for marketing
purposes by the ICT firms in the B2B market in India. The marketing practices were
identified from different schools of marketing thought. Data was collected from the
population of ICT firms through a web survey. Analysis shows that the SMPs have a
positive and significant influence on customer satisfaction. This research confirms the
value of combining the Marketing Management theory and the Relationship Marketing
theory. It identifies and documents industry-specific marketing practices. Thus, the
study contributes to theoretical and practical knowledge in the field of marketing in the
ICT sector in India. It also provides a framework that can guide an examination of the
marketing practices of ICT firms in the context of other economies in the world.
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1.0 Introduction

India is recognized as a leader in the ICT sector in the global arena. In India, the share of
the ICT sector to the total GDP increased to 5.52% during 2007-08 from 3.05% in 2000-01.
Apart from this, ICT also contributes to employment generation, market diversification,
foreign exchange earnings, economic globalization and liberalization and socio-cultural
developments (MOSPI, 2010). This research emerges from the integration of different
streams of Strategic Marketing Management literature viz. transactional, relational, customer
satisfaction and the emerging social media practices in marketing. The objective of this paper
is to enhance the understanding of the marketing practices of the ICT firms in India; establish
the widespread use of Social Media for marketing purposes in B2B markets; and assess the
influence of the Strategic Marketing Practices adopted by these ICT firms on Customer
Satisfaction.

2.0 Conceptual Foundations
2.1 Integrated approach to marketing practices

The marketing management school evolved in the 1950s and the 1960s. Drucker (1967)
as cited in Vargo and Lusch (2004), characterized marketing “as a decision-making activity



directed at satisfying the customer at a profit by targeting a market and then making optimal
decisions on the marketing mix or the 4ps” (p. 1). The emergence of the 4Ps marketing mix
theory is often recognized as the traditional view of marketing and is referred to as
transaction marketing or marketing mix management. Segmentation, targeting,
differentiation and positioning were also introduced in the marketing literature, during this
period. Marketing research gained importance in marketing practice as an instrument for
aligning the firms’ productive capabilities with the needs of the market place (Webster,
1992).

The term “relationship marketing” was first alluded by Thomas in 1976 (Cited by Harker
& Egan, 2006). This term was explicitly used by Berry (1983) in the context of services
marketing. Relationship marketing is described as attracting, maintaining and enhancing
customer relationships. Servicing existing customers and selling to them is viewed to be just
as important to long-term marketing success as acquiring new customers (Berry, 2002). Three
factors viz. trust, commitment and communication are consistently identified as significant for
relationship marketing practice to be successful (Anderson & Weitz, 1992; Dwyer, Schurr, &
Oh, 1987 and Moorman, Zaltman & Deshpande ,1992).

Lehtinen (2011) proposed that “when developing marketing theory, marketing mix and
relationship marketing should not be considered as rivals but rather as complementary
approaches that could even be combined” (p. 118). Coviello and Brodie (2001) observed that,
“Studies that attempt to assess the presence of particular type of marketing (for example,
transaction marketing) are not likely to capture the scope of what is really being practiced.”
(p.541). Hence, this research seeks to simultaneously examine the transactional and relational
practices with a view to identify the marketing practices of the ICT firms. In integrating these
different theoretical perspectives, this research attempts to capture both the transactional and
relational marketing practices of the ICT firms in India.

Further, this paper also identified social media as the latest marketing tool to emerge, that
has a huge impact on customer satisfaction. This study adopts the integrated approach and
posits that the strategic marketing practices of these firms lead to customer satisfaction. The
predictor variables identified in this study are social media, relationship marketing,
marketing research, segmentation and targeting, positioning and the marketing mix.
Customer satisfaction is regarded as the dependent variable. The relationships between the
different elements of the strategic marketing practices and customer satisfaction are explored
in the discussion that follows.

2.2 Customer satisfaction

Kotler and Keller (2012) defined satisfaction as “a person’s feelings of pleasure or
disappointment that result from comparing a product’s perceived performance (or outcome)
to expectations” (p.150). According to Gupta and Zeithaml (2006), customer satisfaction is
the consumer’s judgement that a product or service meets or falls short of their expectations.
There are two aspects to customer satisfaction. The first focusses on what customers’ value
from goods and services and is measured by evaluating the actual perception of individual
customers. Customer satisfaction is explained as the fulfilment of customers’ requirements
and needs (Fournier & Mick, 1999). The second takes the firm’s perspective of customer
satisfaction and is considered as the firm’s ability to fulfill the business, emotional and
psychological needs of its customers. This perspective is in line with the view which suggests



that firms are active participants in providing satisfaction to customers (Price, Arnould &
Tierney, 1995).

2.3 Social Media

The use of social media in the B2B market is a relatively a new phenomenon and remains
largely unexplored in literature (Jirvinen, Tollinen, Karjaluoto & Jayawardhena, 2012;
Schultz, Schwepker & Good, 2012). Very few studies have tried to understand the intricate
role of Social Media in marketing related activities (Rodriguez, Peterson & Krishnan, 2012).
Engagement in social media platforms has become a strategic choice for the success of these
ICT firms. Social media marketing is a form of word-of-mouth marketing, done with the
intention of influencing the customer communications by professional marketing techniques
through the World Wide Web (Kozinets, de Valck, Wojnicki & Wilner, 2010). Firms use
social media to communicate and to interact with their customers (Schultz, Schwepker &
Good, 2012; Trainor, 2012). Social media is widely used by firms to attract, develop and
enhance their relationships with their customers.

Social media is an important online tool for information search in firms (Fisher, 2009;
Smith, 2009; Moen, Madsen & Aspelund, 2008). Social media facilitates the companies to
talk to their customers directly and also, the companies to listen to what their customers are
saying about them, their products and services. The effective use of social media is expected
to improve customer satisfaction. Hence it was proposed in this research that the social media
practices adopted by the ICT firms in India influences customer satisfaction.

All the other independent variables (IVs) — Relationship Marketing, Marketing
Research, Segmentation, Targeting, Positioning and the Marketing mix (4Ps) are well known
constructs in marketing. Hence these are not discussed in detail. Numerous studies have
investigated the influence of these I'Vs on Customer Satisfaction and some are cited below.

2.6 Relationship between the IVs and Customer Satisfaction

Several studies indicate that customer satisfaction is an important outcome of the various
Strategic Marketing practices adopted by firms. They include — Ata & Toker (2012); Chen,
Tsou & Huang (2009) and Sheth & Parvatiyar, (1995) in respect of Relationship Marketing;
Mohr, Slater & Sengupta, (2010) in regards to Marketing Research; Quinn, Hines &
Bennison (2007) in respect of Segmentation, El-Ansary (2006) in regards to Targeting;
Mittal, Anderson, Sayrak & Tadikamalla (2005) in respect of Differentiation,; El-Ansary
(2006) in regards to Positioning,; Coviello, Winklhofer & Hamilton, (2006) and David, Nigel,
& Ashley (2000) in respect of Product; Hermann, Lan, Monroe & Huber (2007) in regards to
Price; Chaturvedi (2005) and Anderson & Narus (1996) in respect of Place, El-Ansary
(2006) and Trivedi & Morgan (1996) in regards to Promotion. It is therefore posited in this
research that the Strategic Marketing practices adopted by the ICT firms influence customer
satisfaction.

3.0 Research Design

Exploratory research design was used in this research. A well-structured questionnaire
was used to obtain specific information from the population of ICT firms in India. A multi-
item Likert scale with anchor points of 1 = strongly disagree and 7 = strongly agree was used
to measure each construct in this research. The items assessing each construct were adapted



from literature. The sampling frame came from a list of registered online panel members of a
reputed market research agency which assisted with data collection. Managers from the
population of 2983 firms were invited to participate in an online survey. There were 187
useable responses, yielding a response rate of 6.3%. The authors employed Exploratory
Factor Analysis (EFA) and Multiple Regression analysis to test the proposed conceptual
framework.

4.0 Discussion of Results

The iterative sequence of factor analysis using principal axis factoring with promax
rotation resulted in a total of 44 items that represented 10 distinct factors. They were assigned
names based on the items that loaded onto them. The factors and the number of items as
shown in brackets are: Social Media (3), Relationship Marketing (10), Market Research (4),
Segmentation (3), Targeting (2), Positioning (3), Product (7), Pricing (3), Distribution (4)
and Promotion practices (5). These factors were identified as the independent variables (IVs)
in the study. The statistically significant factor loadings for all the variables (>.32) and
communalities (>.5) suggested that the individual items were reliable measures of the
extracted factors. High Cronbach’s alpha values (>.7) also indicated that the items that loaded
on to the factors are internally consistent.

It should be pointed out that 3 of the 10 items that loaded onto Relationship Marketing
pertain to items that were used to assess the social media practices of these firms. It is
therefore evident, that social media is used by these firms — to improve customer relations
by constant interaction with customers through online networks; to encourage customers to
participate in live and interactive discussion forums and to increase efficiency in developing
products due to online customer interaction at various stages of product development. The
other seven items constituting this factor explain the three dimensions of relationship
marketing viz, the customer relationship orientation of the firms, the trust between the
exchange partners and the commitment towards maintaining relationships with customers.

Market Research is another factor that yielded interesting results. The items that loaded
onto this factor indicate that these firms use social media for market research purposes. Along
with using external contractors for market research, ICT firms are found to use social media
to know about the reviews of their firm’s products/services and to know about competitor’s
products/services. Also market opportunities are actively searched for in user generated blogs
in online communities.

In addition, Social Media, the new construct introduced in this research, loaded as a
separate factor with three items that explain the purposes for which the ICT firms were using
social media. Social media was used by the firms to explain the products and services to
customers, to facilitate endorsement of the firm’s products/services by customers and to build
the firm’s reputation. These results show that social media practices are widely prevalent in
the ICT firms in India and are efficiently used by these firms for a variety of reasons.

Composite scores were computed for each of the 10 independent variables and Customer
Satisfaction (DV). These composite scores were used in subsequent multiple regression
analysis which examined the influence of these independent variables (IVs) on Customer
Satisfaction (DV). The results of stepwise regression analysis are presented in Table 1. The
analysis yielded a statistically significant result at p<.001 (F (6, 179) = 75.520). The adjusted



value of 7* = 708 indicates that approximately 71% of the variability in Customer
Satisfaction in the ICT firms is influenced by six of the ten IVs chosen for this analysis.

Table 1:

B t-value Sig.
(Constant) 2.217 .028
Relationship Marketing practices 229 3.316 .001*
Product practices 206 2.833 .005*
Targeting practices 218 4.204 .000*
Social Media practices 117 2.280 .024%*
Positioning practices .149 2.442 .016%*
Pricing practices 124 1.993 .048%*

a: Dependent variable: Customer Satisfaction
*, **: significant at p<.005 and p<.05 respectively
7= 718; adjusted * = .708

The results demonstrate that the Strategic Marketing Practices of the ICT firms have a
strong positive influence on Customer Satisfaction in these firms. This can be seen from the 3
values ranging from .124 to .229. The best set of Strategic Marketing Practices includes those
practices that are statistically significant. They are: Relationship Marketing (t=3.316; p <
.005), Product (t =2.833; p <.005), Positioning (t =2.442; p <.05), Pricing (t=1.993;p <
.05), Social Media (t=2.280; p <.05) and Targeting (t =4.204; p = .000).

5.0 Contributions of this study

This research contributes to marketing literature in two major ways. First, the results
support the theoretical perspective that was adopted for this research. It was proposed that in
order to understand the full spectrum of marketing practices adopted by the ICT firms, an
integrated approach must be used. The value of integrating the transactional and the relational
approach, is a key contribution of this study. Thus a more comprehensive picture of the
marketing practices have been identified and examined.

Secondly, the inclusion of Social Media as a Strategic Marketing Practice is a step
forward. Social Media is recognised as the latest information technology tool. It is evident
from this research that Social Media has evolved into a useful tool for marketing. Social
Media is an integral part of the marketing practices that were adopted by these ICT firms in
this digital age.

Customer Satisfaction is a major outcome of marketing activities. Most research in this
area was undertaken in the context of other countries/industries. This research extends the
existing body of knowledge to include the ICT firms in the Indian context by providing
incremental evidence in understanding how marketing practices enhances Customer
Satisfaction. Further the research also enhances the understanding of marketing in high
technology firms in general and ICT firms in particular.



6.0 Limitations and future directions

The first limitation is regarding the study’s geographical context. The data for this
research were obtained from India. These ICT firms operate in a marketing environment
which is unique to India, where ICT contributes significantly to the economic development of
the country. Therefore, the results may not be generalisable to other country environments or
other high technology industry segments. In this research Customer Satisfaction was assessed
from the firms’ perspective as it was not practical to obtain information from all the
customers of the firms who participated in the study. Also firms in the B2B sector seldom
disclose information about their customers because of the confidentiality agreements. Even if
data were obtained from customers, there are practical difficulties in marrying the two
different sets of data obtained from the ICT firms and from their customers. In view of the
complexities involved, Customer Satisfaction was measured from the firm’s perspective.

This study has enhanced the understanding of the Strategic Marketing Practices of firms
in the ICT sector in India and its influence on Customer Satisfaction. Studies may also be
conducted in other countries where the marketing environment of the ICT firms may
significantly differ from that of India. Replication of this study in other contexts and in other
high technology sectors is expected to yield a more comprehensive framework of the
Strategic Marketing practices adopted by the firms in the high technology sector. Besides, a
qualitative and/or a mixed method study could provide deeper insights with the use of either
interviews or focus groups.

7.0 Conclusion

The overall contribution of this research is the identification of industry-specific
marketing practices adopted by the ICT firms. ICT sector is a priority sector and is clearly of
growing importance in many economies. Given the importance of the ICT sector for the
economy, insights into their marketing practices enhances the understanding of their
contribution to Customer Satisfaction. The study assumes significance in that it identifies and
documents those marketing practices that are adopted by the ICT firms in India. It provides a
basis to explore the influence of the marketing practices of the ICT firms on firm
performance. This research also highlights the need to explore more fully, the contribution of
social media practices to marketing strategy of firms in the ICT sector, not only in India, but
also in other countries were ICT contributes significantly to their respective economies.
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Role of power, resources and capabilities in inter- and intra-organisational relationships
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Abstract

This exploratory study analyses the impact of organisational resources, capabilities and
power on relationship quality and firm performance in the context of offshore
outsourcing vendors. Employing a qualitative case study design, data from four offshore
business process and information technology outsourcing firms was analysed. Findings
suggest that quality and market-based organisational learning capabilities, expert
power and asset specificity impacts relationship quality and performance. The
distinctive contribution of this study lies in the role asset specificity, power and
organisational capabilities play in overcoming buyer/parent firm’s ethnocentricity and
improving relationship quality and performance. Implications for theory and practice
are also discussed.
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ABSTRACT

For the last three decades, learning has been considered to be an important source of
competitive advantage; however, the link between learning orientation and
performance is still open to debate, requiring further research on the contexts under
which learning orientation can enhance performance. This study will extend the
literature by looking into the moderating effect of social capital on the link between
learning orientation and salesperson’s performance. It will also be the first study to
examine the effect of learning orientation on performance at multi levels: salesperson-
level and sales team-level. Finally, the conceptual framework will underscore the
double-edged effect of social capital as both catalyst and restraint for the relationship
between learning orientation and performance at both levels of analysis. From the
study, some implications will be drawn for sales managers to help them create better
environment to enhance the effect of multilevel learning orientation on sales
performance.
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Abstract

This paper offers a critique of a customer advocacy calculation marketed as Net
Promoter Score (NPS), which many organisations use to measure their ability to both
acquire new customers from their competitors and retain their existing customers.
Having explained how NPS is calculated and used, the paper poses questions about the
claims of its origins and its current ‘blind spots’, before going on to suggest what
guestions managers really need to focus on to ascertain the degree of customer advocacy
that their organisation enjoys.
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Abstract

Strategic orientations play an important role for firms’ success. In this paper we
investigate the interplay of a firm’s service-dominant orientation (SDO) and
entrepreneurial orientation (EO). Both orientations can co-exist in firms and are
particularly relevant in today’s business environment due to their focus on value co-
creation and innovation respectively. Advancing strategic marketing thought, this paper
introduces an orientation matrix, comprising four strategic types that result from
various combinations of EO and SDO: Proactive Co-creators, Conservative Co-
creators, Proactive Dominators, and Conservative Dominators. In addition to
delineating these strategic types, we also propose contextual circumstances in which
each of these strategic combinations is assumed to be particularly well suited, implying
positive performance consequences. Overall, we significantly advance the marketing
and strategy literature, while building the foundation for future empirical research.
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Abstract

Our understanding how innovation processes occur over time is limited and online
software development communities provide a valuable opportunity to study them.
Software applications are an important form of innovation and self-organising online
development communities offer a rich source of data about the way innovations develop
over time. We examine innovation processes in three interconnected communities and
show how they develop over time, including the emergence of complex systems of
interacting participants, and we identify 6 types of participant roles. Our findings
provide new insights into the innovation process, how it can be enhanced and provides
the basis for additional research.

Keywords: innovation process, open online communities, self-organisation, complex systems,
networks, cluster analysis

Track: Innovation and New Product and Service Development

1.0 Introduction

Innovation plays a fundamental role in the survival and growth of firms, especially as the rate
of change in business is increasing. However, research about the way innovation processes
take place over time and the roles played by those involved is limited (Coviello et al 2012).
Consequently, innovation processes over time are not well understood. Online software
development provides a valuable opportunity to fill this gap in understanding, especially as
these communities are becoming increasingly important means of innovation in the Internet
age. These communities take various forms, including crowd sourcing systems, and open and
closed online software development communities. They are a potentially important areas for
innovation research because they highlight the role of relations and networks in the
innovation process, which is an important focus of innovation theories (e.g. Burt 2004;
Chesbrough 2003; Hakansson 1987; von Hippel 2007). In addition, they provide a rich source
of publicly available data on the way communities operate (Webster and Wilkinson 2014).
Here, we report the results of a study of three interconnected open online communities. We
show how complex systems of interacting participants emerge over time and the roles
different participants play in the innovation process. First, we review research regarding the
role of relations and networks in the innovation process, including previous research on
online software development communities. Second we describe our methodology, followed
by the results. Finally, we discuss the research and management implications flowing from
our findings.

2.0 The Role of Relations and Networks in the Innovation Process

Innovation is about the development and commercialisation of new products or services,
processes and forms of market organisation (Schumpeter 1934). The nature and degree of



innovations have been characterised in various ways including, whether they are incremental
or radical (Dewar & Dutton 1986; Ettlie etal. 1984, MacMillan, McCaffrey and Van
Wijk 1985) and whether they sustain or disrupt existing business systems (Christensen 1997).
One focus of innovation research is on the characteristics of individuals and firms who are
creative, innovative and entrepreneurial (e.g. Stock and Zacharias 2011; Quintane et al.
2011). Another focus, of increasing importance, is on the context of innovation rather than
the individual, in particular the role of relations and networks in which they operate. Through
formal and informal interactions with others over time, people and firms gain access to and
co-develop knowledge and resources that allow them to innovate (Lee et al. 2010; Von
Hippel 2007; Burt 2004; Wenger & Snyder 2000).

Research focused on relations takes two main forms. One focuses on how knowledge and
innovations are co-created and implemented in inter-firm relations, including those with
customers, suppliers and technological partners. For example, research shows that working
with customers can be a important source of innovation due to the different types of
knowledge and skills they possess (Coviello and Josephs; 2012; Payne, Storbacka and Frow
2008; Von Hippel 1986). Additionally, much resarch has identified working with lead users,
those who experience needs in more extreme forms or in advance of mainstream markets, as
a vital source of innovation (Von Hippel 1986; Lithje and Herstatt 2004; Morrison et al
2004). Cooperation with suppliers and technology partners such as universities and other
types of research organisations have also been identified asan potentially important source of
innovations(Faems, Van Looy, & Debackere 2005; Perkmann & Walsh 2007; Ponds, Van
Oort, & Frenken 2010).

The second form of research in this area are network theories of innovation which challenge
dyadic relations andfocus on the role of often complex networks of interacting parties (e.g.
Anderson et al 2014; Burt 2004; Carlisle and McMillan 2006; Hakansson 1987; McCarthy et
al. 2006). Networks are the means by which ideas, knowledge and information spread and
innovations identified and exploited. Strong ties are required in order to work with others to
co-develop innovations but weak ties can also play an important role because they may span
structural holes connecting different types of knowledge networks. An important gap in our
understanding of the innovation process and the role of relations and networks is the way it
takes place over time and the roles played by different types of actors in the process (Coviello
and Josephs; 2012; Fuller et al 2014).

As noted, a valuable opportunity for studying this process is provided by online software
development communities, which have been the subject of some research. There are three
main types of online innovation communities: crowd sourcing, communities of consumption
and online software development communities.

Crowd sourcing is a method by which users, customers and consumers are formed into online
business knowledge networks to provide suggestions and feedback about an organisation’s
offering, including innovation contests. An example is Domino’s Pizza Mogul, in which
users create their own pizza recipes and the most “innovative” are made available for sale and
the creator awarded a share of any sales (https://www.pizzamogul.com.au). There are also
online communities which areself organising, instead of being set up and managed by a firm.
With the growth of the Internet and social media many forms of online communities have
emerged bringing together people with common interests, including facebook communities,
online game participants, fan based communities (e.g. Trekkies) and different types of
enthusiasts and hobbyists groups. These communities can be a source of value to consumers
and others, as well as a source of new product ideas and feedback to producers (Kozinets
2002; Fuller et al 2014; Prahalad and Ramaswamy 2004).

Our focus in this study is on online software development communities, which may be open
or closed. In open communities anyone may join and contribute, such as Wikipedia, Github,




Unix and Apache. In closed communties participation is restricted and controlled with
particpation only alowed for users who meet prior criteria, pay a fee or area member of an
organisation. In these communities participants’ knowledge is shared, combined, recombined
and developed through different interactions overtime, thereby producing new ideas and
innovations.

Previous research on online communities has examined participants motivations and roles in
the community. Examples include studies of online communities of common interests, such
as jewellery (e.g, Filler et al. 2007, 2014) and Open Source Software Communities (e.g,
Bagozzi & Dholakia 2006). Various types of roles have been identified based on: the extent
of participants engagement, how they interact with firms and the wider community, how
participants consume information and experiences within the community and the strength of
their ties with other community participants (Kozinets 1999; Fuller et al 2014; Wang and Yu
2012). For example, Kozinets (1999) identifies four roles in online communities of
consumption: tourists, minglers, devotees, and insiders, which vary according to the strength
of participants social ties to the community. Another example is Fuller et al study (2014) of
an online innovation contest for a brand of jewellery. Using detailed records of contributions
over time and cluster analysis based on measures of contributing behaviour over time they
identify six types of members: socializers, idea generators, masters, efficient contributors,
passive idea generators and passive commentators.

The purpose of the research reported here is to further develop our understanding of
innovation processes in online communties and the roles played.

3.0 Research Methodology

The focal community for this study is GitHub (www.github.com), which started in 2008 and
has over 3.5 million users worldwide and hosts over 16.5 million communities, making it the
largest social coding repository in the world (Vasilescu,Vladimir, Filkov 2013). The platform
is primarily used for software projects, but has been used for such things as improving laws
and novel writing. Communities on GitHub are made up of a master repository and sub
communities or “branches” of the main project, as result of the system being based on the Git
control system. Community branches can be developed independently to the master version
or merged with it.

Three sources of information were used in the study. First, the interactions, including code
submissions & discussions, of participants over 3 years in a large online community which
developed flash based games were analysed in detail. Second, an online questionnaire was
sent to participants in 3 large software, hardware and design/literature communities. In total,
2395 participants from these communities were invited to complete the questionnaire151
(6%) completed the questionnaire, which is low but comparable to those in other online
studies. Third, 15 follow up online interviews were conducted with respondents. As a result
of the limitations of the sample we make no claims as to representativeness of our results.

4.0 Results

The distribution of the number of contributions is highly skewed, varying from 0 to 5,679,
with a median of 135, which is in line with results reported by Fuller (2014). Our analysis
shows that when the community starts the founder/creator is responsible for 80% of
contributions, to ensure other members are able to use the product and to provide
encouragement and guidance. As the community grew the contributions among members
become more evenly spread. The network structure of the studied communities became
increasingly complex over time, with multiple links to other communities identified. Figure 1



shows the network structure in the last 3 months of the community, where links are defined
by the number of common memberships, indicated by the thickness of the lines. Gamma is
the focal community.

Figure 1 Community Network Structure in latest 3 Months
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Cluster analysis was used to identify different types of participants in the sample based on
measures of their pattern of contributions to the focal community i.e. their total number of
contributions, number of followers, number following, total starred and longest consecutive
time contributing. Hierarchical clustering using Ward’s method indicated 6 clusters. K-
Means clustering revealed two outliers representing unique types. The profile of each type is
shown in Table 1.

Table 1_Pattern of Contributions by Clusters

Cluster n Contributions Followers Starred Following Streak
1 4 102 43 1186 161 4

2 5 2484 206 133 15 120
3 26 981 94 204 32 37
4 110 120 17 67 12 5
Outlierl 1 2 4 2 0 1
Outlier2 1 1132 188 40 0 12

The clusters reflect the roles participants play and survey results provide further insight into
their roles. Cluster 1 are eager observers, with many ties to other communities, evident by the
number of starred and following, but with little contributions to the focal community. These
participants are more likely to be a source of ideas from other communities and therefore
play a valuable role. They are similar to the “passive idea generator” identified by Fdller et al.
(2014). Cluster 2 are Primary Contributors responsible for making the majority of
contributions. They have the largest number of ties within the community and followers.
They also help resolve conflicts such as when there are fights over the community’s
direction. This cluster resembles the role of “master” identified by Fuller (2014). Cluster 3
are maintainers, the second most active contributor type, who have been provided special
access by the founder. They decide what does and does not become part of the product and
have a large impact (Hars & Ou 2001). Cluster 4 by far the largest cluster, are efficient
contributors, comparable to those identified by Fuller et al (2014). They have low mean
scores on all types of contributions but a high ratio of mean starred to mean number of
contributions. Finally, there are two outliers. The first is an irrelevant contributor, with only



2 contributions that are not starred, two followers and follows no one. The second is an
enthusiast making a large number of contributions but few of them starred. Further analysis
suggests these participants contribute in many different communities and are a type of
community butterfly, flitting from community to community. Another role that emerged from
the follow-up interviews, but was not indicated in the cluster analysis, is a Troll - a person
who either maliciously or unintentionally disrupts the innovation process.

5.0 Discussion and Conclusions

The research contributes to our understanding of the innovation process and how it develops
over time and the role of relations and networks. The results show that small groups of
individuals are responsible for the majority of contributions (Flller, Jawecki & Mihlbacher
2007) and there are a large number of passive users (Arazy & Nov, 2010; Cross & Laseter,
2006; Toral, Martinez-Torres, & Barrero, 2010; Ye & Kishida, 2003). A small group, the
core maintainers, emerge early on in the community’s life and shape how innovation
develops by prodding the community, incorporating new ideas and resolving disagreements.
The pattern of innovations over time follows a type of S curve with the number and
significance of innovations growing fast at first and then petering out with only incremental
contributions as the community becomes older as it becomes more and more difficult to make
further improvements: “it got hard to make good contributions because all the good ones had
been made already”.

Different roles emerge that affect the functioning of the community and help or hinder the
innovation process. It was also clear that links within and between communities matter as
these are the source of valuable new types of information and ideas, especially in later stages
of the community lifecycle, possibly because these links span structural holes. Our results
reinforce and extend those of (Filler et al 2007) and Coviello & Joseph’s (2012).

Open online development communities are largely self-organising but our results suggest
ways of improving performance. For instance, links within and communities matter, therefore
providing easy mechanisms for communities to link through could help performance. There
is also a need to nurture and encourage participants who may be scared to participate,
especially for first time posts, or in more mature and larger communities. “l was pretty scared
to contribute for the first time...I spent ages on my contribution and it was only a small bug
fix!””. Although open online communities are “open” and therefore users have no barriers to
contribute there are in fact large social barriers to contributing. Consequently, providing new
users with the ability to make their first contribution anonymously and then choose to reveal
their name afterwards could enhance innovativeness by encouraging participation from new
users.

Our study was limited in two main ways. First, we focus on 3 open online GitHub
communities. Additional research is required to compare results from other types of
communities, such as closed online communities where membership is restricted and more
controlled. Second, the sample was limited to those providing email addresses. One way of
overcoming this is to gain the cooperation of platform operators, like Fller, Jawecki &
Mihlbacher (2007) did, but this is not always possible. This could also improve response
rates.

Additionally, it was difficult to evaluate the significance of contributions, in part because
many of the contributions involved complex computer code. Future research could make use
of a panel of experts to classify contributions, as used by Coviello (2012) and Fuller (2014),
to increase the representativeness of results. Finally, our research focused on communities
that were currently active, and the majority of interview responses were made in reference to



currently running “successful “communities. Little is known about “failed” communities and
this offers an opportunity for future research.

We believe that innovation processes in online communities deserve more research attention
and that they can provide valuable insights into the innovation process and the factors
affecting its success. Furthermore, these types of communities are becoming ever more
relevant and important in the Internet age and provide a rich and readily available sources of
data for researchers to use. Our research provides a template for studying other types of
online innovation communities
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Abstract

This paper explores managerial beliefs that act as barriers to consumer centric
innovation in artistic enterprises. Marketing has traditionally adopted consumer
centricity as a normative framework, yet ‘product orientation’ and resistance to
consumer centricity have been observed in arts organisations. This paper draws on a
larger qualitative study, researching perceptions of new product development among
managers in large music organisations in the UK, USA and Australia, within both
commercial and non-profit contexts. The research identifies six product oriented beliefs
that act as barriers to consumer centric innovation: artistic autonomy; artistic
leadership; personal attachment to the product; the absolute nature of quality;
conviction based on ‘gut’ feel; and artistic authenticity. This in-depth study of product
oriented beliefs contributes to a more precise and systematic analysis of these barriers
to consumer centricity. These beliefs pervaded the ‘idea generation’ stage of new
product development, but the commercialisation stage involved considerable consumer
focus.

Keywords: product orientation, artistic autonomy, personal attachment, absolute quality,
artistic leadership, conviction, artistic authenticity, music organisations

Track: Innovation and New Product & Service Development (Track 2)

1.0 Introduction

Within technology and manufacturing companies, product oriented beliefs have been seen to
constitute a barrier to consumer centric innovation, because engineers may want “to develop
the perfect product regardless of whether it is what the customer wants” (Shaw & Shaw,
1998, p. 284). Instead of a consumer orientation, where consumer insight provides the very
start of the innovation process (Levitt, 1960), the fixation is on the product in and of itself.

Numerous academic studies attest to the existence of a product orientation within the arts and
music sector (Butler, 2000; Hirschman, 1983; Holbrook & Day, 1994; Jacobson, 1968;
McDonald & Harrison, 2002; Murnighan & Conlon, 1991), and some studies have suggested
that product orientation can be more successful than a consumer orientation for organisations
working in the sector (Fillis, 2010; Murnighan & Conlon, 1991; Voss & Voss, 2000). The
tension between product and consumer orientations has chiefly manifested within this context
as the debate between “art for art’s sake’ versus ‘art for business’ sake’ (Dennis & Macaulay,
2010; Gainer & Padanyi, 2005; Holbrook, 2005; Kubacki & Croft, 2004). In studies of arts



and music organisations, ‘product orientation’ among managers has been understood as
following and prioritising the artists’ convictions, insights, internal desires and needs in the
new product development (NPD) process (Holbrook & Day, 1994). In analysing the
idiosyncrasies of arts marketing, Butler (2000) observes that “artists are the ultimate
manifestation of that absolute insult in the marketing schoolyard, namely the ‘product
orientation’, but their internal focus, that total commitment to their artistic endeavour, is what
makes them artists” (p. 359).

NPD in creative industries such as arts and music has been characterised as risky and
uncertain, because “nobody knows” (Caves, 2000) the consumer reception. This is due not
only to the capriciousness of consumer demand, but because managerial commitment is made
prior to the full creative work being revealed, and the output is complex, variable and
subjective. NPD models customised for an arts context quite fundamentally separate the
artistic idea generation phase from the later commercialisation phase (Crealey, 2003). This is
because artists are normally commissioned to deliver a certain type of product, and then the
commercialisation phase involves a sales and promotional effort to find an audience for the
product that has been delivered. Arts NPD models have not been comprehensively
researched, and little attention has been given to managerial perceptions of organisational
NPD processes. Analysis of music innovation has tended to focus on macro format and genre
evolution (Tschmuck, 2012) or the stylistic evolution of musical language and its reception
by audiences (Lissa, 1965).

2.0 Case Study: Managerial Beliefs about NPD in the Music Industry

This study aims to go further than this historical ‘art versus commerce’ debate, by exploring
more deeply the beliefs that underpin product orientation, and the extent to which they act as
barriers to consumer centric innovation in large music organisations. The study focuses on
managerial beliefs about NPD rather than actual behaviour or market intelligence usage
(Rossiter, 2012). Music has been chosen as the industry focus, as it exhibits product oriented
tendencies, as outlined earlier, yet NPD is vital for the industry. In 2013, US$4.3 billion was
invested in developing and marketing artists, around 27% of recorded music revenues, with a
success ratio for major record company signed artists of between one in five and one in ten
(IFPI, 2014). In non-profit music organisations, NPD is also seen as possessing significant
risk and capacity for failure (Crealey, 2003).

3.0 Method

The qualitative approach of this study is considered appropriate because the research focus is
exploratory, looking at how managerial beliefs act as barriers to consumer centric innovation
in large music organisations (Denzin & Lincoln, 2011). Qualitative data captured through in-
depth individual interviewing is considered appropriate because it allows the researchers to
explore managerial perceptions and organisational processes that would be too subtle or
complex for quantitative questionnaires (Denzin & Lincoln, 2011).

This study includes both commercial/for-profit, and non-profit music industry contexts.
Major record labels are chosen as the commercial context as they have been cited in the
academic literature as supreme examples of a commercial focus (Kubacki & Croft, 2004).
Managers were drawn from a variety of large non-profit music organisations, encompassing
opera, musical theatre, orchestral management and concert presentation. A ‘large’ music



organisation was understood as a major record company in the commercial sector (or a
division of a major company). In the non-profit sector it was a prestigious, government
funded company, with functional departments and more than AUD$10 million in turnover
per annum. Any activity where the music organisation is releasing recordings or productions
or concert presentations which the managers consider to be new output, is considered ‘NPD’.

Managerial experts with a depth of experience were chosen through purposeful sampling
(Willemain, 1994). Interviews were conducted in the UK, USA and Australia, and involved
senior managers responsible for NPD: CEOs, marketing managers, and artistic directors. The
profile of the managerial sample of 24 participants is summarised in Table 1. It distinguishes
between managers that work in the commercial and non-profit sectors. Their depth of
experience is significant: the average length of time they spent working in the specific
context they were representing was 20 years. Many of the executives had held very senior
positions within the music industry, with one of the commercial CEOs having had 6,000 staff
report to him at one point in his career, and another commercial CEO 3,000 staff. While the
sample is skewed male (as in the overall music industry), it is worth noting that the
commercial marketers were 100% male, and the non-profit marketers were 100% female.

The interviews were semi-structured and lasted between 45 to 150 minutes, audio recorded
and transcribed, then uploaded into NVIVO 10 with passages coded by product orientated
categories developed from the literature. By analysing and further sub-coding these passages,
sub-concepts emerged. The researchers then returned to the literature and identified previous

research where facets of these beliefs had been observed.

Table 1: Demographic Summary of Research Participants (n=24)

Position and Industry Sector | No. of Age Gender Country in | Yearsin
managers | (Mean) which Large

manager is | Orgns.
based (Mean)

Artistic Commercial 4 48 Male 100% 1US;2UK;1 | 16

(Artist & Repertoire [A&R]) Australia

Artistic Non-profit 4 60 Male 75% 1US;1UK;2 | 27

(Artistic or Musical Directors) Female 25% | Australia

Marketing Commercial 4 45 Male 100% | 2US;1UK; |10

(Marketing VPs and Directors) 1 Australia

Marketing Non-profit 3 45 Female 1US;1UK; |12

(Marketing Directors) 100% 1 Australia

CEO Commercial 5 63 Male 100% 1US;2UK; |28

(ex Presidents/CEQs) 2 Australia

CEO Non-profit 4 55 Male 75% 1US;1UK; | 25

(CEOs/General Managers) Female 25% | 2 Australia

4.0 Findings and Discussion

Six managerial beliefs were identified that undermine consumer centric innovation, built on
product oriented sub-concepts of: (i) Artistic Autonomy; (ii) Personal Attachment to the
product; (iii) Absolute Quality; (iv) Artistic Leadership; (v) Conviction; and (vi) Artistic
Authenticity. Definitions and illustrative quotes from research participants are provided in

Table 2.




4.1 Artistic Autonomy — ‘Artistic Autonomy’ is a belief that the manager has a professional
obligation to trust artists, and“let artists have their space” (CEO Commercial, Australia).
This is a protective, creative space to pursue their own internal focus, insulated from
commercial pressures. To fail to grant them such autonomy is to fail to respect their stature as
artists. The power of managers to influence NPD lay in the initial choices they made, in
assembling the key creative team. Once these choices have been made, they allowed the
process to unfold, largely living with the consequences. The managers did not necessarily
believe that artists possess a great deal of insight into their audience, and so the risk was
considerable. In the literature, Sorjonen (2011) had observed artistic autonomy as an
important convention operating in the world of (non-profit) performing arts programming.

4.2 Personal Attachment - Managers consistently saw their own reactions to the music, their
belief in the merit of the creative work and their Personal Attachment to the work as being
very significant, and quite separate from consumer research. Managers saw consumer
research as being of little help in developing exciting future directions. In a climate of doubt
and uncertainty (Caves, 2000), if one’s own reaction was positive, it strengthened the belief
that the work may elicit the same reaction in others. It enabled more convincing advocacy for
the project and assisted the process of building belief in the project with other stakeholders.
Some managers admitted that personal taste could influence decision making: ““9 times out of
10 when an A&R [Artist & Repertoire] manager signs a band it’s because they liked them.”
(Artistic Commercial, USA). Personal Attachment shifts the focus away from consumers and
onto the product, artists and commissioners.

4.3 Absolute Quality — Many managers in this study spoke of quality in absolute terms (see
Table 2 quotes), just as engineers can see the quality of the product as absolute, and not
defined by the consumer (Shaw & Shaw, 1998). Most thought it possible to have an
“excellent, “great™, or ““high quality”” product even if it met with minimal consumer
appreciation. In the literature, this has previously been observed among artists by Elizabeth
Hirschman (1983), and within non-profit arts organisations who may place a key focus on
artistic excellence (Gainer & Padanyi, 2005). The belief in Absolute Quality is a key product

oriented belief that shifts the focus away from the consumer and onto the product.

4.4 Artistic Leadership is a belief in the importance of pushing the boundaries, ‘making
taste’, leading fashion trends, and presenting the consumer with work that they could not
have imagined. Managers provided many examples from classical and popular music where
some of the most revered and currently performed works were premiered to audience apathy,
hostility or confusion. Within Western music, innovation has often been generated from
within the artform itself, against prevailing audience taste. Artists that pushed the boundaries
and provided artistic leadership were revered by all managers: ““I think every artist, every
great artist wants to lead their audience™ (Commercial CEO, UK). Fashion leadership for
commercial artists extends beyond NPD to a major promotional preoccupation.

4.5 Conviction - In place of audience feedback, and in a decision making context of doubt
and uncertainty, executives generally innovated from a place of Conviction. A commercial
Acrtistic manager (USA) asserted that ““trying to push our taste on everybody else, and
knowing or believing that you are right is part of a thing that drives you as an A&R person.”
Conviction might be driven by a belief in work they felt would advance the artform (in the
case of Artistic Directors of non-profit organisations). In the commercial sector there was a



belief in the professional judgement of executives with years of experience who were seen to
possess good “gut’ feel, “instinct™ or “great ears” (for example, Clive Davis and Ahmet
Ertegiin were identified by several managers as possessing these traits). In the literature,
aesthetic ‘conviction’ has been referred to with regards to artists (Hirschman, 1983; Holbrook
& Day, 1994). Conviction for managers in the NPD process involves the support of the
artist’s convictions as well as one’s own, and also the stubbornness and courage to overcome
organisational inertia and internal criticism.

4.6 Artistic Authenticity - All managers believed that Artistic Authenticity was vital, that
ideally an artist needed to be true to themselves, their artistic statement needed to be “true
and real’, not seen as being manipulated by larger commercial interests, or financial
enticement. This could also extend to a “take it or leave it”” approach with regards to
criticism of one’s creative work, based on security in one’s own voice (see Table 2 quotes).
In a fashion driven industry, style leaders and fashion leaders were not seen to be those who
pandered and fawned to the needs of consumers, but rather confidently pursued their own
creative direction. In the literature, other authors provide examples of anti-fawning and anti-
pandering behaviour on the part of artists such as Madonna within a broader critique of the
limitations of consumer centricity (Brown, 2003).

Each of these beliefs shifts the focus away from consumers and onto the product, or realising
the artist’s internal needs through the product. These beliefs exerted greater power in the non-
profit sector, particularly Absolute Quality and Artistic Leadership, the latter seen as a
“duty”, “responsibility’” and ““obligation”. Conviction was stronger and more pervasive in
the commercial sector. While it may appear that a high product orientation is counter-
intuitive for commercial music, the research found that it manifested strongly in the initial
idea generation /creative exploration phase of the NPD process. In both the commercial and
non-profit sectors, once the creative work had been developed, sophisticated consumer
driven research and marketing work was undertaken to facilitate marketplace acceptance.
This aspect is examined in the wider study.

5.0 Conclusion

The contribution this research makes is placing a magnifying glass on product oriented
beliefs that act as barriers to consumer centricity. While other studies have provided glimpses
of these beliefs, this study (to the researchers’ knowledge) is the only one that has sought to
explore, systematically and comprehensively, the role of product oriented beliefs within NPD
processes in artistic enterprises. Each of the six sub-concepts and associated beliefs are
distinct, yet interrelated. The managers in this study formed these product oriented beliefs
over the course of their extensive careers in the pursuit of NPD success. Some studies suggest
that product orientation can be more successful than a consumer orientation for organisations
working in the sector (Fillis, 2010; Murnighan & Conlon, 1991; Voss & Voss, 2000).
Illuminating the NPD process can assist practising managers, who can find themselves
criticised for being insufficiently scientific, when they believe these criticisms lack an
appreciation of the challenges of the sector. The findings have implications for arts, music
and entertainment, and potentially for other creative industries such as design and fashion.
Further quantitative research is encouraged into these beliefs within arts and entertainment
organisations.



Table 2: Barriers to Consumer Centric Innovation - Definitions and Participant Quotes

Artistic autonomy - A belief that the manager has a professional obligation to trust artists, and to give them creative space to pursue their own internal focus.

“I’m a believer in getting out of the way of artists” [Commercial Marketer, Australia]

““I think that at a certain point you have to say we have chosen Miss X or Mr Y to be our artistic leader”...“you can’t then say it’s got to be done by a committee. So you have to allow
your painter to paint” [Non-profit Artistic Director, Australia]

Personal attachment to the product - A belief that personal attachment to the music in and of itself, and a personal, emotional reaction to the music, are vital indicators
that the music can elicit the same reaction in others.

“It’s the song. It’s always the song™...“music is absolutely spontaneously compulsive, if you can put those two words together.” [a] ““really emotional reaction that it gives to an
individual, [who] says, “I’ve got that hear that now, I’ve got to hear it again, | want it, | want it.””...“that’s the starting point of everything to do with music, you’ve got to like it, and
you’ve got to want to hear it again.” [Commercial CEO, UK]

“the art always comes first. | think great art is magic” [Non-profit Marketer, Australia]

Absolute Quality - A belief that ‘quality’ is not defined by consumers, but is absolute, or independent of audience judgement.

“there is an element of the absolute about excellence, and you could feel justified in presenting something that didn’t find immediate success with the audience if it was really well done,
and it therefore was an excellent piece excellently presented” [Non-profit CEO, Australia]

““I was signing things because | thought they were valid musically.”” [Commercial Artistic, UK] :*“Good art always wins.”” [Commercial Artistic, Australia]

Avrtistic leadership - A belief that in fashion-related industries, artistic innovation is about ‘making taste’, pushing into new unknown territory, not responding to customers
who have little insight into future possibilities.

“The artist proposition should be defined by the art, not by the marketing. Make music. People don’t know what they want”.....““In the fashion industry they’re deciding now that in
2015 we’ll all be wearing blue, OK, and f#x* me if you’re going to be able to find a burgundy jumper in 2015 — you won’t, because they won’t be making it.”” [Commercial Marketer,
UK]

“work that perhaps is a little shallow and may be for its time only, | would tend to [exclude] that in favour of something that | think is more significant and will hold its value.” [Non-
profit Artistic Director, UK]

Conviction - A belief that conviction is needed, as research is a poor indicator, the full details of the creative work have yet to be revealed, and appreciation may be latent.

““at some point someone has to say...”’I’m signing”, as | did at EMI “I’'m signing [eventual international superstar]” against everybody around the world. Everybody! | kept some emails
from some heavy executives of the time, begging me, or mandatory telling me to drop him, not to sign. And I sign”. [Commercial CEO, UK] ““I have to look for conviction on the part of
the artist” [Commercial Marketer, UK]

“the vision is my vision. It’s the music that | want to hear”’; ““If an Artistic Director makes consecutively bad choices, about what is or is not good, then they get booted. That’s fine.”




[Nonprofit Artistic, Australia]

Artistic Authenticity - A belief that artists need to be true to themselves, and their artistic statement should be true and real, not manipulated by larger commercial interests.
Also, a ‘take it or leave’ it approach with regards to criticism of one’s creative work, based on security in one’s own voice.

“There still has to be an authenticity to it, so | think they [the artists] would all still be saying ‘I need to say what I need to say’... “and have a security in their own voice.. if you’ve found
your authentic positioning, then really it becomes a ‘we’re here — take us or leave us’ approach” [CEO, NFP, Australia]

““I have to look for conviction on the part of the artist, that what they’ve made is what they wanted to make, and that their statement is true and real, because that’s the other thing that
the internet has done, is it’s made it impossible to sell a lie. So | mean it was always difficult anyway, but it’s even more difficult now, because of course then people start commenting,
and noise gets generated.” [Commercial Marketer, UK]
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Abstract

The digitalization of society is constantly increasing. Even though this is something that is
affecting most industries, the newspaper industry has suffered a great deal during the last 20
years. It is, therefore, essential that both current business and revenue model change. This
case study illustrates and analyses how opening up the innovation at a newspaper increased
customer value and facilitated a change of business model. The study is based on action
research in cooperation with Vésterbottens-Kuriren, a top-10 news website in Sweden. The
result show that the open innovation and design process used, provided new insights into the
industry as well as produced an appreciated website that facilitated the transition into a
changed revenue model using a paywall for digital content.

Keywords: Open innovation; business model; newspaper industry; case study
Track: Innovation and new product and service development

Introduction

For quite some time the newspaper industry has been affected by the general
digitalization of society. During just the last couple of years many historically strong brands
within the newspaper industry have either been acquired by the “new wave” of media
companies”, been forced into bankruptcy or had a drastic change of both their business and
revenue models. Hence, the traditional newspaper industry has to some extend lost the
incredible powerful position it use to have in the media landscape. One paradigm shift for the
newspaper industry is the introduction of media technologies that do not only complement
the actual paper, but also act as a substitute. Major technological changes that have affected
the newspaper industry came in mid-1990s with the creation of the Web and following the
mobility of the Internet and, in the mid-2000s, social media. On quite obvious reasons, these
contemporary technologies have put great pressure on the printed newspaper and the current
revenue models with customers paying for their news consumption. Historically, the
newspaper industry has had a high profit margin (Picard, 2008) and even though declining, it
is still higher than in many other industries. Since contemporary digital technologies
gradually are becoming ubiquitous, integrated, immersive and pervasive (Deuze, 2009;
2011), the use of the web, social media and mobile devices in society has drastically



increased. Nevertheless, the majority of news companies just started the transition to create
the digital interaction with their consumers and changing their business models to comply
with the new paradigm of media consumption.

Having strong innovation is important to cope great structural changes and take
advantage of new technology (Chesbrough & Prencipe, 2008). However, too closed internally
focused innovation process might not give a successful result dealing with new technologies
and changed behaviour (Chesbrough, 2003). Hence, opening up innovation the internal
innovation process might be fruitful (Chesbrough, 2003). This case study illustrates and
analyses a participatory action research study involving opening up the innovation process
when redesigning a news media site with the purpose of changing and improving the revenue
model of the newspaper industry. This paper provide valuable insights regarding the use of an
open innovation process to facilitate the use of new paywall revenue models in the newspaper
industry as well as the results, implications and consequences of the project and the launch of
the redesigned website.

Method and study design

This paper is based on a case study approach of a so-called unique case (Yin, 1994)
that is based on participatory action research (e.g. Lewin, 1946). The study is based on a
cooperation between students at the five year Interaction and Design Study Program at Umea
University and VK Media which contains the newspaper Vasterbottens-Kuriren, VK, a top-
10 digital news website in Sweden. The research principally are divided into two parts — the
action research of redesigning and launching a new improved design and functionality of the
newspaper Vasterbottens-Kuriren’s website vk.se by opening up the internal innovation
process. vk.se is currently one of the 10™ largest local news media sites in Sweden (Sveriges
Annonsorer, 2014) and the documentation and exploratory research of the process of using an
open design process and using students and interaction design to enhance a changed business
model for the newspaper industry.
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Figure 1: Time line illustrating different activities of the case study.

Due to limitations in both quantitative and qualitative research methodology, a hybrid
research strategy was chosen for this case study, which allows capturing the dynamics of the
studied phenomenon. Results from the first part of the study are collected during 2012-2013
and are based on one segmentation investigation, three user surveys, one use case, one in-
depth interview series, two user test cycles and one user evaluation of the results and it have
been performed by different actors during the length of this project before the final
implementation and launch. Results from the second part are based on data collected during
spring 2014, after the launch of both the new website and the new mobile application. The
respondents range from the people responsible for the actual implementation and launch at
the newspaper to top management. In total nine respondents at VK Media have been
interviewed ranging from CEO and editor-in-chief to business developers, journalists, project
managers, technical project managers and web developers. To keep balance between



structure and exploration, all interviews were performed using an interview form based on
open-ended questions structured around the research questions defined for this case study.
The findings from the interviews were analysed using pattern matching technique (e.g.
Campbell, 1975; Yin, 1994).

Redesigning in the open

During 2012, VK Media performed a segmentation study of their online readers. After
this study they realized, according to the editor-in-chief, that they wanted to make the website
more extensive, offer a completely different experience to the users and find new revenue
sources. These insights lead to a paywall project, and a project of redesigning vk.se. The
editor-in-chief states that one of the major problems in the newspaper industry is that they
tend to “often look at industry colleagues”, when making changes. Due to the changing
conditions for the industry, mentioned above, VK Media wanted to stop benchmarking
“industry standards” and to open up the process of making changes to their products.

Innovation processes differ between industries and between companies, but can, in
general, be divided into closed and open innovation (Chesbrough, 2003). Projects based on
closed innovation are launched from inside the company and these projects can only be
entered in one way, at the beginning, and only exit one way, by going to the market. On the
other hand, open innovation is about “harnessing external ideas while leveraging their in-
house R&D outside their current operations” (Chesbrough, 2003) and such projects may
instead be launched from both internal and external source and there are many ways for ideas
to flow into the process, and many ways for it to flow out into the market. The success and
paradigm in open innovation lies in the idea that no organization can, in today’s fast moving
competitive environment (Thomas, 1996), have all the resources and knowledge necessary
for true innovation (Chesbrough, 2004). This case study reports on a project that is based on
the ideas of open innovation (Chesbrough, 2003) and using customers as innovators to push
the design phase from a closed to an open environment (Thomke & von Hippel, 2002).

To open up the internal innovation process in this case, a cooperation between
students at the five year Interaction and Design Study Program at Umed University was
formed in February 2013. In cooperation between the students, the editorial staff and the sales
department at VK Media the goal was set to create an innovative and user-friendly news
media website but also taking into account strict advertising formats and fixed placement.
Since VK Media also had the paywall project, parallel with the project of redesigning vk.se,
which focused on launching a paywall, the students also developed a design proposal to
incorporate a paywall and how this would best be presented and used on the web site. The
innovative design proposal that the students created during spring 2013 was designed with
consideration of several performed user tests according to the interaction design process
(Preece, Rogers & Sharp, 2002). Because of the redesign project with the students and the
paywall project, VK Media has taken a step towards open innovation.

The business developer points out that it was originally intended that VK Media were
to perform and develop a redesigned website internally, since “we have done it before, so it
won't be any problem”. This would probably have resulted in an ordinary closed innovation
project. Just like Chesbrough (2003) states that open innovation is a paradigm that assumes
that firms can and should use external ideas as well as internal ideas and VK, according to the
business developer, realized part way into the project that it would be beneficial to get an
external resources and the students have “a fresh set of eyes” regard things in another way
compared to advertising agencies. This radically changed ideas regarding the website. When



VK Media initiated the redesign project one important thing was that they wanted the new
design to become something that the readers actually want. This resulted in a transparency
and openness both externally towards users and advertisers, and internally within the
corporate group towards the design project. Due to the increased interaction between news
websites and users (i.e. user generated content and social connections), users expect to be
involved and updated in the process. This is a modern, or rather current, way of redesigning
popular websites. To involve the end users (i.e. readers) in the open process the students
started out by performing a user survey on vk.se. This current situation analysis where
published on vk.se during two weeks in March 2013. Over 800 responded to the survey,
which had questions regarding demographic information, how often they visited the page,
their overall impression as well as their opinions about the design. Furthermore, in parallel,
16 in-depth interviews were made with different users between the age of 21 and 78. They all
consisted of three parts - interviews, user-test and use-case. All data were collected and
analysed regarding how people used vk.se at the time of the study and how many steps of
interaction that were necessary to reach specific target point. During the design phase, the
students worked in three iterative phases, according a spiral model for development (Boehm,
1986), where the first two included user-tests on each concept. The business developer
pointed out that “the user-tests were great, because they had never done any tests before on
the actual end users”. Furthermore, the business developer acknowledge that user-tests have
made VK Media spot unmet needs that could not be discovered otherwise (Eyring, Johnson
& Nair, 2011) and that they “have to be better to collect the problems that the users have on
their side of the screen”. VK Media often work in an unstructured way and the cooperation
with the students, working along with the guidelines of creating accessible, usable, and
ultimately, creative interaction design, forced them to be more “professional” in this sense.
The editor-in-chief also points out that “the students have thought them that they [VK Media]
must be more accurate in the preparatory work [regarding design changes] then they usually
are”.

According to Enkel, Gassmann & Chesbrough (2009), companies will reach a higher
level of richness through the development of services using Internet and social networking
technologies by allowing interaction with numerous of different sources. Companies will also
be able to draw their customers closer to their product development through online idea
management or community participation in product development (Chesbrough & Prencipe,
2008). The students' approach was, according to the respondents at VK Media, a good way to
involve the users in the process. Students working towards end users and other surveys done
by VK Media complemented each other and led to that they think that vk.se were more
prepared than other news companies, who have made similar changes. To further increase the
openness of the design changes and to initiate a dialog with the users under the whole
process, both the students’ and the web developers’ blogged and the editors wrote articles
about the changes in the newspaper. When the redesigned website with the paywall was
launched in October 2013, there were negative comments on the idea of charging for
something that had previously been free. To deal with this situation VK was, according to
one of the project managers, very active on social media at the introduction to answer
questions and to meet any form of critique. To get an open dialogue with the negative crowd,
the Editor-in-chief invited the most active people, i.e. the lead users (Hippel, 1986), for an
open discussion at VK, but no one showed up. Apart from the open dialogue that the students
and the editorial staff created with the readers during the process, it was also important for
VK Media to keep a good relation, transparency and dialogue with the other side of the multi-
sided market (Armstrong, 2006; Rochet, 2003) - the advertisers. Therefore the largest
customers were briefed during the entire process during a number of meetings at VK Media.



Hence, when the project of redesigning vk.se were initiated it was important for the
new website to be better for both readers and advertisers. Therefore, the internal project team
was represented by both the editorial staff and staff from the sales department. This team and
the students also had meetings with department representatives in the editorial staff, web
development and sales department throughout the process. In order to create transparency,
even for those not directly involved in the project, the staff were invited to meetings
regarding both the larger paywall umbrella project and the redesign project where visual
examples of web design was demonstrated by the students and the web development staff. To
further increase the possibility for success, and let the journalists, who work with the web
daily, get a greater insight into the work and the opportunity to influence the results the
students released prototypes to the editorial staff continuously during the work.

Changed revenue models

The revenue model of the newspaper industry is very old and has just changed slightly
over the years. The newspaper industry in Sweden, as well as in many other countries, is
based on a double-sided business model (Picard, 1989). This means that they are dependent
on revenues from both consumers and advertisers, and has been so for approximately 200
years. Out of the traditional media channels, the daily press is the one most dependent of
success of both advertising and public market (Ohlsson, 2014). Even though both markets are
important, a strong position among readers is a prerequisite for becoming a successful
marketing channel for advertisers. Nevertheless, advertisements are also an important part of
the media content that readers pay for, especially when it comes to local newspapers (Nygren
& Zuiderveld, 2011). The traditional business model of the media industry, with revenues
based largely on print media, has stand a harsh test during the later years and it is the
newspapers that has taken the biggest hit of all traditional media (Ohlsson, 2014). Giving
information away for free (based on revenues from advertisements) on the Internet has been a
major business model since the introduction of the web in the mid-1990s (Andersson, 2009).
This is also what the newspaper has done. However, there are several flaws in this model and
a major problem for newspapers has been that the revenue from the web nowhere has been
able to finance the production of high quality journalism (Ots, 2014). This has led to the
gradually introduction of paywalls and made freemium an increasingly common business
model content providers, although, quite new for the newspaper industry. The editor-in-chief
states that VK must find a long-term survival plan for local news journalism, as the printed
newspaper's future is relatively uncertain. The segmentation of the users of vk.se, that was the
result of a survey before the paywall project started (Figure 1), showed that one user segment
were very loyal. This segment was denoted “Junkies of vk.se”. Although, a problem with this
segment is that even though they are very loyal, they do not want to pay for the services. This
insight, according to one of the journalists/web editors, led to discussions about who the
target for their journalism are and that “what we do is actually worth something [even on the
web]”.

To increase digital revenues, a growing number of news companies have started to
introduce various forms of payment models for their digital content - so called paywalls. The
most common ones are integral payment - pay for what you want to read at that time,
freemium model - read a number of articles for free, pay if you read more, and monthly
subscription - pay monthly for what you want to read. The American newspaper The New
York Times was one of the early adopters of paywalls and introduced a payment model in
2005 that was discontinued two years later. However, in 2011 they reintroduced a payment



model based on the frequency model. This led The New York Times to be less dependent on
ad sales on the web as they increased their revenues from just a small fraction to about half of
the total digital revenues to come from subscriptions on the web (Hansson, 2013; Torén
Bjorling, 2012). However, this story continues and in October 2014 The New York Times
announced a severe cut to their newsroom (Somaiya, 2014). The paywall of vk.se is
according to a freemium model (Andersson, 2009), where the premium users get all content.
This decision were made because the other models, according to the editor-in-chief, could not
secure the future of VK due to declining revenues on printed newspapers. Hence, the
challenge with a paywall is to find a balance between free and premium content that creates
enough incentives for a large number of non-paper newspaper subscribers to upgrade to the
premium version without completely scaring away the browsing consumers (Ots, 2014).
There have, however, been difficulties to find the right balance between free and premium
content. At the launch of the website (October 2013), about 70% of the content were
premium content. However, according to VK Media, the site was at this time too closed for
non-subscribers to enter the site and during spring 2014 the amount of free content increased
and now the site consists of a 50-50 balance between free and premium content. Today,
according to one of the project managers, VK publish approximately 150-170 of their own
articles per day and an additional number of bought articles. To level the work and enable the
transition of the paywall, the editorial staff constructed a publishing strategy, which today
simplifies the decision on where to put the content. One of the project managers states that
the strategy is to distinguish between current news and journalistic work. A job should be
charged for when someone on the editorial staff starts working on the job. Breaking news is
for example always free in the first stage, but when the material is further developed, it is
placed as premium. For the editorial staff the new design and paywall concept have
influenced the process, according to one of the journalists/web editors, “in the past, you wrote
an article - now you also have to think about how it will be published”.

The result of the introduction of a paywall has been that the editorial staff today work
with a digital first strategy and one of the journalists/web editors stated that approximately
90-95% of all material is published on the web. The total frequency of visitors has declined
with approximate 20%, which was in line with both the expectations of VK Media and is one
of the conflict-ridden parts of abandoning the free model according VK Media’s plan (Ots,
2014). The editor-in-chief and one of the business developer for web points out that local
visitors are still loyal, which has led to an increase in advertising of 60% and many of those
threatening to leave the website are still readers, but less frequently.

Opening up innovation processes to facilitate new business models

One of the objectives of the redesign project was to increase the value of the
newspaper’s subscribers to facilitate a changing revenue model for digital content. Even
though the redesign have had positive effects according to all the respondents at the
newspaper company, the effect of the paywall is indeed something that non-subscriber do not
appreciate. Results from a follow-up study carried out in March 2014 with 1167 readers of
vk.se (601 subscribers and 566 non-subscribers), to investigate the effect of the paywall,
clearly show a difference between subscribers and non-subscribers in how satisfied they are
with the paywall (subscribers: 56% very positive or positive to the change, non-subscribers:
94% very negative or negative to the change). This is of course unsurprising since the non-
subscribers got less value for free. However, since the higher objective from VK was to give
loyal readers a higher value, the newspaper company is satisfied with the results.
Nevertheless, since the paywall resulted in the possibility for a digital subscription,



approximately 62% (19’000 subscribers) current readers (as of September 30, 2014) have
activated their online accounts and almost none changed from a print subscription (that also
includes a digital subscription) to a digital only subscription. Hence, the conversion rate into
the new system has been rapid. According to the editor-in-chief, VK has, after the
introduction of the pay wall, gained more customers and subscriber loss has levelled out
significantly. This has also led VK to have more subscribers during summer 2014 than the
same period previous year (Stork, 2014). Furthermore, VK has received about 1’000 new
digital subscribers and increased digital traffic.

Some of the major advantages of opening up the innovation process was the feedback
gathered throughout the entire innovation and design process along with the interest and
community built around the new website. These two advantages can be regarded both from
an internal as well as an external point of view. Internally the design process has worked in
parallel with an organizational change to enable a better workflow and this is important to
take into consideration when redesigning strategically important websites. The final design
proposal illustrates a site that feels vibrant but not messy, a news site that gives an overall
impression but still has a pulse. The highly appreciated new design and the increased loyalty
among their readers have eased the transition towards the new business and revenue model of
charging for digital content. Even though still a long way to go, this first step has prepared
VK Media for a less dependence on printed newspapers in the future.

The introduced method of working according to a structured design process for user-
centric development with several different, internal and external, partners have changed the
way VK Media think about web development. According to one of the business developer for
web, VK Media had “very few visions about the result of the project before the students got
involved”. Working with the University and with students, “forced” the internal organization
to both be more structured and more involved than working with a professional consultant
regarding web development. The internal organization has been more prepared for the change
as well as the readers and one value, pointed out, about working with students is their
structure and methodology. Now the work progressed “by the book” instead of taking
shortcuts, as they might otherwise have done. Chesbrough (2003) also confirms the
importance for companies to have contact with the university and their students to create
open innovation. The company should invest time into the students and see how they can
connect with work inside the company. He points out that “harnessing the ideas of others is a
powerful way to create value”. One implication of this case is that VK Media would,
according to the editor-in-chief, increase the cooperation with the University even more and
work more with students. Regarding the skills of the students the editor-in-chief states that it
is “an unused gold nugget”.

References

Andersson, C. (2009). Free. Hyperion.

Armstrong, M. (2006). Competition in two-sided markets. RAND Journal of Economics,
37(3), 668-691.

Boehm, B. W. (1986). A spiral model of software development and enhancement. ACM
Sigsoft Software Engineering Notes, 4(11), 22-42.

Campbell, D. T. (1975). “Degrees of freedom” and the case study. Comparative Political
Studies, 8(2), 178-193.

Chesbrough, H. (2003). Open innovation. Harvard Business School Press.



Chesbrough, H. (2004). Managing open innovation. Research Technology Management,
47(1), 23-26.

Chesbrough, H., & Prencipe, A. (2008). Networks of innovation and modularity.
International Journal of Technology Management, 42(4), 414-425.

Deuze, M. (2009). Media industries, work and life. European Journal of Communication
24(4), 1-14.

Deuze, M. (2011). Media life. Media Culture & Society 33(1), 137-148.

Enkel, E., Gassman, O., & Chesbrough, H. (2009). Open R&D and open innovation. R&D
Management, 39(4), 311-316.

Eyring, M. J., Johnson, M. W., & Nair, H. (2011). New business models in emerging
markets. HBReview, 89(1/2), 89-95.

Hanson, E. H. (2013, April 19). “Gra damen” satte modellen. Svenska Dagbladet.

Hippel, E. von. (1986). Lead users. Management Science, 32(7), 791-805.

Lewin, K. (1946). Action Research and Minority Problems. J. of Social Issues, 2(4), 34-46.

Nygren, G., & Zuiderveld, M. (2011). En himla manga kanaler. Nordicom.

Ohlsson, J. (2014). Nya spelregler for press, radio och tv. In U. Carlsson & U. Facht (Eds.),
Mediesverige 2014. Statistik och analys (pp. 47-64). Nordicom.

Ots, M. (2014). Betalmodeller. In U. Carlsson & U. Facht (Eds.), Mediesverige 2014.
Statistik och analys (pp. 65-68). Nordicom .

Picard, R. G. (1989). Media economics. Sage.

Picard, R. G. (2008). News consumption and the business of journalism. In New models for
news (pp. 112-118). The 2008 Breaux Symposium.

Preece, J., Rogers, Y., & Sharp, H. (2002). Interaction design. John Wiley & Sons.

Rochet, J-C., & Tirole, J. (2003). Platform competition in two-sided markets. Journal of the
European Economic Association, 1(4), 990-1029.

Somaiya, R. (2014, October 2). New York Times plans to eliminate 100 jobs in the
newsroom. New York Times, B2.

Stork, M. (2014, September 5). VK:s betalmodell bryter trenden. MKorren. Retrieved from
http://www.mediekompaniet.com/aktuellt/vks-betalmodell-bryter-trenden/

Sveriges Annonsorer. (2014). KIA-index. Retrieved from http://www.kiaindex.se/

Thomas, L. G. (1996). The Two Faces of Competition. Organization Science, 7(3), 221-242.

Thomke, S., & von Hippel, E. (2002). Customers as innovators. HBR, 80(4) 74-81.

Torén Bjorling, S. (2012, August 20). Tidningarna jagar nya satt att ta betalt. Dagens
Nyheter.

Yin, R. K. (1994). Case study research (2nd ed.). Sage Publications.



Facilitating co-creation activities in an online innovation community

Hande Akman, University of Adelaide, hande.akman@adelaide.edu.au

Carolin Plewa, University of Adelaide, carolin.plewa@adelaide.edu.au
Jodie Conduit, University of Adelaide, jodie.conduit@adelaide.edu.au
Roderick J Brodie, University of Auckland, r.brodie@auckland.ac.nz

Abstract

Members of online innovation communities engage in value co-creation activities in an
innovation context; providing information, sharing feedback, learning, building
rapport, and helping others. Facilitating these activities is fundamental for
organisations to leverage their innovation communities, however, this phenomenon has
rarely been explored from member’s perspective and little is known about the
individual and social drivers. Through an empirical study, this research establishes that
socially and individually driven members co-create value through a set of activities.
While the results indicate the relational dimension’s significant effect on all activities,
individual factors emerge as stronger drivers. This suggests that the co-creation
experience is initiated more by individual process than a social activity.

Keywords: value co-creation, innovation communities, social capital, MOA Theory, Flow
Theory, co-creation of value activities

Track: Innovation and New Product and Service Development

1.0  Background

Drawing on extensive technological developments in recent times, online innovation
communities have found increasing support as a platform for organisations to implement
interactive innovation strategies with customers and other stakeholders (Boudreau &
Lakhani, 2013). An increasing number of studies seek to develop our understanding of
collaborative innovation (Greer & Lei, 2012), with a focus on examining the dynamics of
innovation communities, primarily in an online content (Bayus, 2013). Yet few extant studies
have discussed innovation communities from the perspective of the participating individuals
(Greer & Lei, 2012). This is despite members arguably being the most important actors in the
innovation community (Ramaswamy, 2011). To enable an organisation to maintain and build
successful innovation communities, a better understanding needs to be developed with
regards to the factors that encourage individual members to participate, including recognition
of the activities they perform to co-create value through collaborative innovation.

Online collaborative innovation communities have gained popularity with the
development of Web 2.0 technologies, leading to a stream of research examining the
dynamics of such communities as well as the behaviour of contributors to online innovation
community activities (Bayus, 2013). For example, in online community environments,



socially and individually driven members are known to contribute or exchange knowledge to
help each other (Wasko & Faraj, 2005) or solve problems in a collaborative manner
(Mathwick, Wiertz and De Ruyter, 2008). Drawing on service dominant logic (SDL) (Vargo
& Lusch, 2008), this research argues that in the context of collaborative innovation, a sole
focus on knowledge exchange may be limiting. In particular, online innovation communities
are platforms enabling the integration of resources among members and the innovating
company. Hence, community members integrate their operant resources with fellow members
and the innovating company by sharing their experiences, providing links to other resources,
giving feedback on ideas, contributing to the online innovation community in other means.

This research contributes to our understanding of online innovation communities by
developing and empirically testing a conceptual framework of value co-creation from the
community members’ perspective. It draws on service dominant logic (Vargo & Lusch, 2011)
to conceptualise value co-creation activities in the innovation context, facilitated by social
and individual drivers. We also introduce flow theory to this context, proposing the flow
state, where the balance between skills and challenges is established (Nakamura &
Csikszentmihalyi, 2009), as moderating the association between the social and individual
drivers and the cocreation activities. The following develops a model of value co-creation,
demonstrating why and how members co-create value in an online innovation community.

2.0  Conceptual Foundations

The value co-creation process is seen as a series of activities performed by the actors
involved to achieve a particular goal (Payne, Storbacka & Frow, 2008). During the value
creation process all actors engage in multi-dimensional interactions to integrate their
resources (Vargo & Lusch, 2011). This research conceptualises co-creation of value as a
resource integration process, where online innovation community members perform a set of
activities. Early literature on the creation of value focused on the customer's participation in
service production, where lists of activities that illustrated co-production were provided,
including for example using ATM machines, scanning products at the supermarkets
(Bendapudi & Leone, 2003) and specific roles such as, designer, quality controller or repairer
were identified (Hibbert, Winklhofer and Temerak, 2012). More recently, research observes
more specific behaviours performed by the actors that result in co-creation of value (McColl-
Kennedy, Vargo, Dagger, Sweeney, & van Kasteren, 2012). While a detailed description of
the determination process of the activities is beyond the scope of this paper, the process
entailed the identification of co-creation activities, a grouping of such activities, followed by
a selection and redefinition of activities most relevant to the collaboration innovation context.
The value co-creation activities determined by means of this process entail: learning,
providing feedback, rapport building, information sharing, as well as helping.

Individuals contribute to an online innovation community for many different reasons,
including social and individual motivations. First, collaborating with others in an online
innovation community is a social activity, as interaction occurs between individuals. Whether
or not an individual engages in co-creation activities is explained by the dimensions of social
capital (relational, cognitive and structural), as first identified by Nahapiet and Ghoshal
(1998). Social capital is a force that increases the bond between the members of a society by
transforming them from individuals to members of a group (Mathwick et al., 2008). It is
argued in this research that, if the social relationships that the community members possess
among themselves and with the innovating company are strong and have positive
characteristics, members have the desire to perform co-creation activities. Hence,



Hypothesis 1: Social capital, including (a) relational, (b) cognitive, (c) structural dimensions,
are positively associated with value co-creation activities performed by online innovation
community members.

Individual factors have been shown in the literature to affect participation in
collaborative activities such as the co-production of services (Etgar, 2008) and customer to
customer know-how exchange (Gruen, Osmonbekov and Czaplewski, 2005). Additionally,
individual motivators, such as control, opportunity for choice (Greer & Lei, 2012),
enjoyment, excitement, and fun (Nambisan & Baron, 2007) have a strong positive effect on
participation in new product development activities. Drawing on this extensive research,
motivation, opportunity, and ability (MOA) theory is used in this research to identify how
individual factors affect a member's performing the value co-creation activities (Gruen et al.,
2005). Motivation is seen as a force that directs individuals to engage in behaviours, make
decisions, and process information (Maclnnis, Moorman, and Jaworski, 1991).

Applying the theory of motivation to a collaborative innovation context, extrinsic
motivation refers to the perceived benefits that members perceive arise from performing co-
creation activities. Intrinsic motivation refers to the value to the individual of performing the
activities. Opportunity refers to the extent to which a situation is helpful to achieve a desired
outcome (Gruen et al., 2005). In collaborative innovation context, the opportunity to perform
co-creation activities can be viewed as the accessibility of the resources available. Ability
refers to individuals' having the necessary resources to achieve an outcome (Maclnnis et al.,
1991). Extending the original definition to collaborative innovation, ability is defined as the
necessary expertise, skills, and self-efficacy to perform co-creation activities. Hence:
Hypothesis 2: Individual factors, including (a) motivation, (b) opportunity, and (c) ability,
are positively associated with value co-creation activities performed by online innovation
community members.

As online innovation community members perform value co-creation, they integrate
resources with the other members in the online community and the innovating company. Yet
it can be argued that their individual performance depends on whether the members enjoy the
tasks he or she engages in. Flow theory explains why some individuals enjoy undertaking
some tasks regardless of the difficulties of the task required. It is argued that individuals
enjoy and feel happy participating in an activity regardless of any external factors affecting
their state when they are in 'flow' (Novak, Hoffman, and Yung, 2000). Flow is described as
"the state in which individuals are profoundly involved in an activity that nothing else seems
to matter" (Csikszentmihalyi 1990, p.4). Flow state occurs when there is a balance between
perceived action capacities, that is challenges, and action opportunities, that is, skills
(Nakamura & Csikszentmihalyi, 2009). When individuals experience flow, they persist in and
return to the activity because of the rewards it promises, and thereby the growth in skills
overtime (Nakamura & Csikszentmihalyi, 2009).

Co-creation of value in an innovation context provides flow opportunities where the
members are completely engaged in the interaction with the other members and with the
innovating company. In a collaborative innovation context, flow state emerges when the
perceived challenges that the collaboration requires and the skills that the individuals possess
are in balance. It is argued that when a community member is in a ‘flow state’ the influence
of the social and individual factors will be enhanced, and will facilitate a greater level of
value co-creation activities. Therefore, we hypothesize



Hypothesis 3: The association between social and individual factors and the co-creation of
innovation activities is moderated by the individual’s state of flow (e.g. the balance between
the challenge and the skills).

Figure 1. Theoretical framework
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3.0  Methodology

A self-administered online survey was designed and conducted using Qualtrics™
survey software. The sample of adult members of innovation communities that are
characterised by interactions between the members were recruited by means of an online
consumer panel provider. A total of 309 valid responses were collected with an even gender
balance and an average age of 42. Respondents are well-educated with some college (at least
one year or a 2 year degree/specialised training) (26%) or college graduate (4 year degree)
(40%) degree. As related to their community membership, 62% of the participants collaborate
in a single community, with the remainder involved in multiple communities. The community
most commonly frequented is the Dell Company’s innovation community IdeaStorm (19%),
followed by Linux, an open source community where members can contribute to developing
the software while sharing new ideas (10%). On average, respondents have been
collaborating to their regular innovation community for about 1.4 years.

The theoretical objective of this research is essentially to predict and identify the
relationships between key drivers and the value co-creation activities in an innovation
context. Partial least square structural equation modelling (PLS-SEM) is appropriate when
the aim of the research is to develop theory and assess both the measurement (individual
constructs) and structural (the relationships between constructs) models (Reinartz, Haenlein
& Henseler 2009). The construct measurement model established the fundamental
measurement assumptions including reliability and validity. While the analysis regarding
measurement model is beyond the scope of this paper, the assessment of structural model is
discussed next.



4.0 Results

When the concepts in the theoretical model involve a higher level of abstraction, they
should be modelled as multidimensional higher order formative constructs (Hair Jr. et al.,
2013). In this research, two dimensions of social capital are measured as higher order
constructs, namely relational (including trust, commitment) and structural (shared vision, and
centrality) factors. The reduced the number of relationships in the structural model made the
hypotheses discussed in the paper more parsimonious and easier to grasp (See Table 1).

Table 1: Structural model assessments

Learning Providing Rapp_ort Inform_ation Helping
feedback building sharing
R? 72 67 .66 69 52
Q? 55 51 54 44 37
Path Coefficients
Social factors Relational .35%* .18* 29%* A7* 14*
Cognitive -.06 .00 -.02 -.05 -.02
Structural .08 -12 27 * A6** -.02
Individual factors Motivation 27%* A0%* 19* .16* 33%*
Opportunity A1* A13* -.01 2% A7*
Ability .20** 29%* .18* .07 .20*
Path Coefficients (Flow’s moderation effect)
Social factors Relational .03 .06 14 .02 25**
Cognitive .01 -.04 -11 .03 13
Structural .05 16* .02 -.08 .09
Individual factors Motivation .02 19* .00 .08 -.07
Opportunity -.03 .02 -.02 -.09 .02
Ability -.09 .03 -.05 -.01 .10

Notes: Significant effects are obtained through 5000 bootstrapping procedure in SmartPLS 3.0. The threshold p values: *Significant at p<0.05, **Significant at
p<0.01, n.s — not significant. R? represents the exogenous constructs’ combined effect on the endogenous construct. R? ranges from 0 to 1, where higher values
indicate higher levels of prediction accuracy (Hair Jr et al. 2013). Stone-Geisser’s Q? value indicates the predictive relevance of the structural model (Hair Jr et
al. 2013). Q%>0 indicates predictive relevance, Q<0 indicates lack of predictive relevance.

The results suggest that, in collaborative innovation communities, socially and
individually driven members co-create value through a set of activities they perform. While
the results confirm H; and H; and indicate the relational dimension’s significant effect on all
the activities, individual factors emerge as stronger drivers of co-creation activities. This
suggests that the co-creation experience is more an individual process than a social activity,
as long as trust and commitment is established.

Learning while spending time in the community, providing feedback, and helping are
the distinctive activities performed when members are motivated, see the opportunity, and
feel they have the ability to perform the task. Building rapport with other community
members, sharing information and knowledge whenever it is possible are more driven by
relational and structural factors including, trust and commitment for the other members and
the company, social interaction ties and perceived structural centrality. Motivation and
community’s structural aspects affect feedback providing behaviour more when there is
balance between skills and challenges, in other words when the members experience the flow
state. Similarly, relational factors’ effect increases when members feel the balance between
challenges of helping other members and their skill of providing assistance for others.

5.0 Conclusion

This paper contributes to the literature by offering novel insight into the drivers of
value co-creation activities from the innovation community member’s perspective. It not only



examines social and individual factors as antecedents but also confirms the relevance of flow,
the balance between challenges and the skills, in this context. Innovating companies looking
to develop new ways of collaborative innovation in online communities can draw insight
from these findings. For example, in order to encourage members to collaborate, managers
can design strategies to influence individual factors effecting learning and providing
feedback, and helping other members. Members should be motivated and the opportunities of
learning, providing feedback, or helping should be communicated in the community.
Innovating companies can share case studies of successful idea generation sessions or quotes
from member’ expressing their positive experiences to demonstrate the opportunities to learn,
provide feedback, and help.

When members trust in their ability they are more likely to learn, provide feedback, and
help in the community. Their perceived ability to perform should be improved through
extensive and clear guidelines explaining the community’s collaboration process. To
establish a balance between the challenges required to collaborate in the community and the
skills that the members have, innovating company should develop models to monitor the
members’ anxiety and boredom levels regularly. Once the balance is established, motivation
becomes more effective to drive members to help. The trust and commitment to the
community and the company is important for members to perform all the activities to co-
create value in an innovation context. The other social factors, especially, the social
interaction ties and the members’ structural centrality drive them to share information
whenever it is possible and build rapport with other members. Innovating companies should
establish trust and commitment through ongoing, open, honest, and active interactions with
the members.

Future research should focus on the consequences of value co-creation in online
innovation communities, such as the types of value generated for various actors. This would
enhance the knowledge on the establishment of the difference between co-creation of value
as an experience and value as an outcome. Furthermore, longitudinal research should be
conducted to examine the relevance of value co-creation for the sustainability and success of
the innovation community, as perceived by its members and the innovating company.
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Abstract

The exchange of goods and services is an essential and intertwined aspect of human
activity. Consumer Co-creation of value (CCV) is an important premise of Service-
Dominant Logic (SDL). In contrast, Socio-Technical Design (STD) is shifting from
balancing of social and technical aspects to incompletion of design where consumer
completes it in-use. Ultimately, a consumer seeks service experience from the design of
hard or soft artefacts. | sensed an apparent convergence of SDL and STD to co-creation
through a hermeneutic dialogue with these streams of literature. | draw this
convergence to co-creation as it has the potential to cross-fertilise both Service Science
and Information Systems (IS) disciplines and strengthen their theoretical
underpinnings. The discussion also portrays Service Co-creation Cycle mapped onto
Service Life Cycle. Value creation is extensively studied in both Marketing and IS in the
firm context, but not from consumer’s perspective. | hope that this research invites
some attention.

Keywords:  Co-creation; Permanent Beta; Service; Service-Dominant Logic (SDL);
Service Science (SS); Socio-Technical Design (STD, Service Life Cycle, Co-
creation Cycle.

Track: Innovation and New Product and Service Development

INTRODUCTION

Co-creation is a collaborative endeavour between a consumer and the service she/ he
receives. The human interactions with artefacts (product or service) are socio-technical in
nature (Cecez-Kecmanovic et al. 2014). The author has observed an interesting convergence
to co-creation from apparently distinct academic disciplines: Socio-Technical Design (STD)
(Erickson 2009; Mumford 2006), open innovation (Chesbrough 2011; Chesbrough and
Spohrer 2006; Oliveira and Von Hippel 2011; Von Hippel 1988; Von Hippel 2005) and
Service-Dominant Logic (SDL) (Vargo and Lusch 2004). This paper tries to enumerate the
resulting insights as a result of a hermeneutic dialogue (Boell and Cecez-Kecmanovic 2014)
with the extant literature. The objective of this paper is to portray a different angle to co-
creation, as it helps to strengthen the bond between the Information Systems (I1S) and Service
Science (SS) disciplines. To enumerate this synergistic outcome, rest of the paper is
organised as follows: section two reviews SDL and customer co-creation of value; section
three maps co-creation to Service Life Cycle (SLC); section four traces STD’s shift towards
‘permanent beta’; section five narrates the apparent convergence of SDL and STD to co-
creation; and section six summarises contributions and opportunities for future research.

SDL AND CONSUMER/ CUSTOMER CO-CREATION OF VALUE

The exchange of goods and services is an essential and intertwined aspect of human
activity. SDL considers service in its own right (i.e., without reference to goods) as central to
economic exchange and value creation. Reflecting on the economic shifts to services
(Fitzsimmons et al. 2014), Lusch and Vargo (2006a) propose SDL as a paradigmatic change



(Haase and Kleinaltenkamp 2013). Vargo and Lusch (2006a; 2006b; 2006c; 2004; 2008a;
2008b; 2010) have progressively expanded the foundational premises (FP) of SDL, from
their initial eight premises to 10. SDL’s FP6 and FP7 emphasise that providers propose value
while customers co-create value through their active participation in the exchange process.
SDL also posits that value is to be viewed from customer’s perspective as value is derived
and determined by the customer (FP10) (Vargo et al. 2010).

1.

In today’s complex, interconnected and super-competitive environments, co-creation is
emerging as a new discipline, as businesses and individuals continuously strive to
differentiate themselves from their peers (Prahalad and Ramaswamy 2004; Ramaswamy and
Ozcan 2014; Roser et al. 2009; Vargo and Lusch 2004). A clear definition of co-creation
seems to be elusive at this stage as the current views on co-creation differ from context to
context (Roser et al. 2009). Even value, a concept well debated in marketing, service
management and IT, still remains an elusive concept (Chau et al. 2007; Daxbdck 2013;
Gronroos and Voima 2013; Grover and Kohli 2012; Khalifa 2004; Kohli and Grover 2008;
Mustak et al. 2013). Roser et al. (2009) summarise distinct views of co-creation from the
perspectives of marketing theory, innovation management and the internet community, as
shown in Table 1. To this, | append perspectives of IS researchers in the fourth column. In
contrast to SDL, Gronroos and Voima (2013) propose the value creation spheres framework
which premises that both the providers and consumers co-create value. With this brief note
on SDL, the next section looks into SLC and service co-creation cycle.

Table 1. Differing Views on Co-creation, Source: (Kohli and Grover 2008; Roser et al. 2009)

Marketing Theory

Innovation Management

Internet Community

Information Systems
(Kohli and Grover 2008)

Marketing theory has used
co-creation quite broadly
as any form of customer
involvement in the
construction of product or
brand experience and
consequently perceived

Innovation management has
highlighted the type of co-
creation between companies
and consumers that may
occur in the beginning of the
value chain, namely early
product development stages.

The internet community
appears to have been more
interested in not only
consumer empowerment
through co-innovation, but
also the democratic potential
of mass collaboration tools

Co-creation represents the idea that

IT value is increasingly being created and
realized through actions of multiple parties;
Value emanates from robust collaborative
relationships among firms and

Structures and incentives for parties to
partake in and equitably share emergent

value. like Wikipedia. value are necessary to sustain co-creation.

SERVICE LIFE CYCLE (SLC) MODEL AND CO-CREATION

Co-production and co-creation are often used interchangeably and confusingly
(Bendapudi and Leone 2003; Voorberg et al. Forthcoming). Vargo and Lusch (2006b)
premise that co-production implies producing something, an idea central to Goods-Dominant
Logic (GDL). SDL considers the experiential aspect of value creation in service; thus, co-
creation is an encompassing concept to co-production. To better understand these notions, we
need to visualise Service Life Cycle (SLC). The extant literature is mute on: how a conceptual
idea for a particular service originates in the marketplace; various phases of its development;
and operation (Alter 2008; Alter 2010; Alter 2012; Fitzsimmons et al. 2014; Heskett et al.
2008; 1SO 2012; Lusch et al. 2007; OGC 2007; Vargo and Lusch 2004). In hindsight, a
concept shall undergo design, delivery, fulfilment (of the consumer needs), continual
refinement (upon consumer feedback) and eventual retirement/ replacement by another
generation of service(s). An unfulfilled need/ functional failure of a service (Petroski 2006),
is a trigger point for the emergence of a new service in the marketplace.

As shown in Figure 1, the need of a consumer becomes an opportunity for a service
provider. The challenge here is that the need may not necessarily be explicit whereby the
specifications of the need may not be concrete. The service providers perceive the
opportunity depending on their core competencies and structure their strategic assets in




transforming an opportunity into a service offering (OGC 2007; Vargo and Lusch 2004). By
the ensemble (design) of their core capabilities, providers structure their service offerings.
Information and Technology play vital roles during design and service delivery. It can also
mean that for the same opportunity, different technologies may give rise to differing service
alternatives. The next stage to service design is service operation, where consumers interact
with providers. This leads to the fulfilment of the need and generates an experience to the
consumer with the service vis-a-vis his/ her original need. The strategic gap between the
consumer’s experience and his/ her original need can be considered as the consumer’s
perception of service quality (Akter et al. 2011; Hauser and Clausing 1988; PMI 2008). As
each service encounter may be unique, the chances are that service experiences of different
consumers may differ. For this reason, service quality may be perceived differently by
different people. Consumer feedback may contribute to service refinement/ retirement and/
or emergence of a new service (OGC 2007). Consumer quality perceptions may influence the
demand for a particular service, meaning at the Service Operation phase. Synthesising these
aspects, Motamarri (2013) proposed a Service Life Cycle (SLC) Model as shown in Figure
1. The SLC can also be visualised as the Service Co-creation Cycle (SCC) and SLC phases
can be treated as distinct co-creation points, i.e., co-creation occurs along the SLC. SCC
being mapped on SLC, it differs from 12 forms of co-creation proposed by Frow et al.(2012).

2. Figure 1: Service Life Cycle and Service Co-creation Cycle
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Vargo and Lusch (2006b) have dispelled the confusion in the extant literature about co-
production and co-creation. Ranjan and Read’s (2014) review paper points that the literature
is still lagging to recognise the encompassing nature of co-creation. The SLC/ SCC model
helps to distinguish the co-production realm within the SCC. As depicted in Figure 1, the
interaction between the provider and the consumer is optional across the SLC, except at the
Service Operation phase. Thus, the value co-creation is mostly referred to as value-in-use
(post of service operation). In Figure 1, the need and opportunity are portrayed in hazy form,
depicting the inherent fuzziness (Bundit et al. 2013) within these phases. | hypothesise that
openness of the consumer(s) is essential for the success of a new service (product)
development. Openness enables clear elicitation of the unfulfilled needs and thus enables
competent assessment of the service opportunity by the providers, which shall positively
influence a robust design of the service and hence account for its success in operation. It is
also a common experience that providers do continually enhance their service offerings as a
result of both consumer feedback and their own co-creation of value, i.e., continual service




improvement (OGC 2007). For clarity, this refinement cycle is not depicted explicitly, but the
retirement of a service segment implicitly indicates this. This refinement may also indicate
the relative impermanency of service design, i.e., design once for all. This is an auto-
ethnographic (Marechal 2010) deduction from my own experience in Services Management.
STD scholars too, foresee similar impermanence about design, presented in the next section.

EVOLUTION OF ‘PERMANENT BETA’

Complex Adaptive Systems (CAS) (Merali et al. 2012; Nan 2011) visualise
organisations as macro-social (system of systems), consisting of layers of inter-related
systems with a complex pattern of interactions (Morris 2009). Thus, where people and
technologies are nested in a system of systems, the design is no longer simple as it has to deal
with complex socio-technical interactions. STD deals with the creation of artefacts that
embed socio-technical elements (Erickson 2009). The design encompasses artefacts and the
enabling work environment. Design is a creative process irrespective of whether it is the
creation of a physical object or soft artefact (Nelson 2003), for example, a service or an IS.

The industrial revolution (IR) has rapidly mechanised work (Toffler 1984). As a
consequence, socio-technical tasks became routine, leading to job dissatisfaction as working
life was dehumanised. On this backdrop, the Tavistock Institute of Human Relations was
founded in 1946 to improve the quality of working life (Mumford 2006). Albert Cherns
(1976) summarised Tavistock’s contributions and distilled nine principles of STD, which got
widespread attention in ergonomics, human factors and large-scale systems design and
usability (Sawyer and Jrrahi 2013).

The design of 1Ss (bundling of features and functionalities) is rapidly changing with the
advent of agile, i.e., delivery of incremental functionality, and the design of IS evolves (Alaa
and Fitzgerald 2013; Babb and Keith 2012), probably, a case of incompletion (STD
principle). Miyake (2005) states that the Japanese visualise artificial systems to be incomplete
so that they interact with the environment and co-create intelligence as an emergent
phenomenon. Probably, Erickson (2009) making sense of these changes, terms this evolution
as permanent beta. He visualises a constant refinement of the product during the life-cycle by
the end-users and defines this as the evolving role of STD. Taking note of the works of von
Hippel, about consumer initiated innovations, Erickson (2009 p.335) in his prologue to the
handbook on STD, states that: “Perhaps the notion that the end result of a design process is a
stable product is old-fashioned. Perhaps we’re headed towards a future of ‘permanent beta,’
in which things are designed so that their design may continue during their use, where the
leading edge of design resides not with the producers but with the users.” Contrast this with
SDL’s FP7, that is, firms do not deliver value but rather make propositions. Thus, co-creation
seems to be the unifying thread to both for SDL and STD, synthesised in the next section.

CONVERGENCE OF SDL AND STD PERSPECTIVES

As noted above, SDL envisages co-creation and STD foresees a permanent beta
whereby consumers continue the design of a product/ service in use. On the surface, these
trends may sound different, but both anticipate significant involvement of the consumers in
fulfilling their own needs through active participation in the production/ experiential process.
These strikingly converging notions of the emergent nature of service from two different
(SDL and STD) perspectives are portrayed in Figure 2. In the pre-Industrial era, services
were highly localised and custom made to the needs of the consumer and there existed a
direct communication between a producer and consumer. The IR has profoundly altered this
dimension with a progressive erosion of customised solutions to mass produced goods. From



an STD perspective, this has led to automation at the cost of human factors. This induced the
development of STD to counter the negative effects of neo-Taylorism.

It is observed that economies are gradually shifting to services from the mere
transaction of goods. Services inherently require a customised response by providers to the
needs of consumers, and consumers’ participation is essential in completing the service. The
services space is also experiencing a massive shift, where the providers are increasingly
dependent on consumers as operant resources in the execution of services. The SDL, with its
reliance on CAS theory, terms this emergent behaviour as co-creation. Starting from a
different end, the socio-technical researchers are recognising the demise of big-bang design
approaches in favour of delivery of incremental functionalities (agile) to services/ systems
where the developers and consumers co-create and co-evolve the IS (Alaa and Fitzgerald
2013; Babb and Keith 2012; Merali et al. 2012; Richard and Simon 2006). It has been a norm
in the industry that consumers seek a complete solution. However, the convergence to co-
creation indicates that consumers, while seeking a complete solution from the provider, and
also look for avenues to expand the solution to create value on their own. This is an important
insight for not only Services Marketing and IS, but also for Services Management, in general.

4. Figure 2: The Emergence of Convergence of STD and SDL Perspectives
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CONCLUSIONS

The preceding sections presented the global economic shift towards service.
Chesbrough (2011) contends that significant research is lacking on services, despite its
disproportionate role in employing people (Sampson and Froehle 2006). The themes of Von
Hippel et al. (Oliveira and Von Hippel 2011; Von Hippel 1988; Von Hippel 2005) and
Prahalad and Ramaswamy (2004) stress the consumer value co-creation and open innovation.
Vargo and Lusch conceptualise these transformational changes by proposing a ground-
breaking SDL to serve as a foundation for service and marketing theories (Vargo and Akaka
2009; Vargo and Lusch 2004). They advocate the increasing significance of co-creation as
greater diversity and differentiation occurs in service. STD, founded on the premise to
balance the interplay of technology and human factors in work life (Erickson 2009; Mumford
2006), also foresees the evolution to incomplete design or permanent beta. While these
concepts appear to be different, the emergence of co-creation seems to be identical.



In summary, the current exploration serves as a foundation to visualise theoretical
similarities between some of the SDL premises and STD principles. It is illuminating to
recognise that the socio-technical interaction between consumer and service culminates in co-
creation of value. This research also contributes to mapping co-creation cycle along SLC. It
further hypothesises that consumer openness will help in better constructing an opportunity,
which shall enable a better service design resulting in the ultimate success of a service. |
believe that a deeper analysis of this phenomenon provides a rightful assessment of consumer
created innovation, irrespective of whether the consumer is an individual or collective. Thus,
the outcomes of this research strengthen theoretical underpinnings of both IS and SS
disciplines. Value creation is extensively studied in both Marketing and IS in the firm
context, but not from the consumer’s perspective, and | hope that this research draws some
attention to fill this gap in the literature.
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Abstract

This paper draws on a series of ethnographic studies conducted in different service
industries and illustrates how different types of observation can be utilized in service
innovation projects. We compare traditional ways of observing organizations with novel
methods such as chat based team collaboration tools that enable cost effective
observation 24/7 even in geographically dispersed locations. We identify benefits and
challenges with each observation mode for service innovation research in particular, but
also for reflective research practice and field research in general. The strengths as well
as the weaknesses of applying different modes of observations will be addressed and
suggestions for useful mode(s) for radical and incremental innovations will be
presented.
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Track: Innovation and New Product and Service Development

1.0 Introduction
1.1 Ethnography in service innovation

To arrive at detailed understanding of innovation processes and their management,
scholars have called for more research based on ethnography (Hoholm and Araujo, 2011;
Workman, 1993). The retrospective research strategy most often used in innovation research
does not fully capture the dynamic nature of innovation processes. To do so, detailed studies
of micro-level processes and innovation activities in context are needed. The complexity of
this process, the many stakeholders involved in the development as well as the many
contingency factors influencing the development process makes it a complex phenomenon to
study (e.g. Edvardsson, Haglund, Mattson, 1995). In line with this, Biemans (2003:523)
argues that such complex phenomenon would greatly benefit from interpretative research
“that aims at gaining in-depth understanding by building rich, detailed pictures...that account
for contextual complexity”. Ethnography is considered as a promising methodology to study
the process of new service development (Workman, 1993). It also searches for fragments of
processes how things work within development teams in organizations that are not easily
detected with other methods (Hoholm and Araujo, 2011). Observation can range from



structured and systematic to unstructured and impressionistic (Grove and Fisk 1992). We
apply here the unstructured observation that is informal, enabling the researcher to have few
preconceived ideas and restrictions. The unstructured observation suits well in innovation
context, where flexibility is needed to shift focus, pursue emergent aspects of the
phenomenon as well as investigate a variety of issues simultaneously. The unstructured
observation is a “means of discovery” forming insights into phenomena. (Grove and Fisk
1992)

Unlike other qualitative approaches, ethnography emphasises, or even requires that
the researcher spends a prolonged time in the field and make up-close observations of others
and their doings. Doing fieldwork and participant observation is the essential character of
ethnography (e.g. Watson, 2011) or as van Maanen puts it “if one cannot do lengthy and
sustained fieldwork among others who are often initially recalcitrant and suspicious of those
who come uninvited into their lives, one has no business doing ethnography” (2011:219). In
traditional ethnography “the field” has usually been confined to a single site where the
ethnographer conducts the study of a group of people in a supposedly bounded area; the so
called “cultural island approach” (van Maanen, 2011). Today, organisations are increasingly
being dispersed (e.g. Hoholm and Araujo, 2011). For the ethnographer, the challenge is not
only the scattered organisation as such, but also how to capture organisational practices when
the organisational members themselves rely on various technologies to communicate and
work with one another. Therefore, recent organizational ethnography is becoming multi-site
ethnography following action where and when it is most likely to occur (Van Maanen, 2011).
Because one cannot be at many places at once, virtual observation is also increasing in
popularity. Systematic tracking of e.g. internal chat discussions in relations to face-to-face
observation at one location helps to identify the critical situations when decisions are made in
teams and analyse what influenced those decisions. As Hoholm and Araujo (2011) well
summarise, real-time ethnographies help to understand better controversies, tensions and
fissures provoked by the alternative development paths, political processes involved in
making decisions and discarding options during innovation processes.

To the best of our knowledge no empirical studies are available regarding the
question of how different modes of observation can be used and linked to each other in order
to get an in-depth understanding of the complexity of service innovation processes.
Undoubtedly, having a clear understanding of the strengths and weaknesses of using different
modes of observations can be helpful to develop more rigour ethnographic research.
Additionally, this understanding can be beneficial to our understanding of new service
innovation processes. The aim of this paper is to illustrate different modes of non-participant
and participant observation. First, this paper aims to advocate the emerging role of
ethnographic research in service innovation contexts. Second, the different modes are
compared based on findings of five individual field studies of service innovation projects.
The strengths as well as the weaknesses of applying different modes of observations will be
addressed and suggestions for optimal observation mode(s) for radical and incremental
innovations will be presented.

We conducted ethnographic research during five different service innovation
projects in different service industries in Finland. The details and length of observation
studies are summarized in Table 1. The cases B and E were conducted before 2009, when
chat tools were not yet popular in organizational context. The other observations occurred
during March - June 2015 and they all included the chat observation mode among others.



Service development teams observed in the organizations included each 10-15 team
members, most of which were dispersed at different geographical locations.

Table 1: Overview of service innovation projects observed

Case, field of business

human

machine

virtual

(duration of observation)
A)) Radical innovation in
non-profit organization
(3,5 months)

(visual, face-to-face)
face-to-face observation
of teams daily work,
photos, video

(audio, phone)

audio recording during
working days and
meetings

(chat, multimedia)

chat observation 24/7,
interpreting text, pictures,
photos, videos posted

B ) Incremental
innovation in financial
instution

(1 year)

face-to-face observation
of 50 development
meetings & workshops

remotely observed
through audio and
conference phone calls
during meetings

C) Incremental innovation
in entertainment
(3,5 months)

face-to-face observation
of teams , tele-
conferences and client
workshops, photos

audio recording
working days and
workshops

chat observation 24/7
interpreting text

D) Service development
in tourism related travel
(3,5 months)

face-to-face observation
of teams, photos, video

audio working days
and meetings

chat observation 24/7,
interpreting text and screen
shots

E ) Service development
in directory business

face-to-face observation
of meetings

audio meetings

(3 months)

In each of these projects, we started with non-participatory observation, sitting in the
open office as part of the team, but not interfering in any way in the interaction, be it face-to-
face observation or observing social interaction in the chat online. The role of the researcher
was first a passive observer, in line with the ethnographer’s concern about presenting data
and analyses that are “true” (Lofland, 1995) or accurate (Woodside, 2010). We wanted the
development process and activities to be conducted in the same way as they would have been
if we had not observed it. Thus, at all times we strove to behave in such a way that the
activities that we observed would not significantly differ from those that occurred in our
absence (Bogdan and Taylor, 1975). The observed project members also appeared to get
familiar with the situation of having a researcher “hanging about” (e.g., Hammersley and
Atkinson, 1983) and the reactivity of the insiders appeared to decline very rapidly over the
period of observations (cf. Stewart, 1998). We revealed our identities as researchers to all
project members, but never told the details of our research questions. Observations revealed
how development projects’ members reasoned, negotiated, made decisions on the
development, performed development activities, reviewed completed “action points” and
allocated resources to perform further tasks. Next, the different modes of observation are
compared in relation to each other, based on the findings of five different observation studies.

2.0 Human, machine and virtual observation

The different observation modes are summarized in the Table 2. We have extended a
popular classification of observational research methods reported by Boote and Mathews
(1999) who divided observational research into human vs. machine and overt vs. covert (here
concealed vs. unconcealed) i.e. if people are aware of that they are being observed or not. In
our studies we revealed our identities as researchers. We applied both non-participant and
participant observation in different stages of the innovation processes as well as used both
human and machine observation.

Table 2: Comparison of different observation modes



Key dimensions human machine virtual

(visual, face-to-face) (audio, phone) (chat, multimedia)
where researcher | at the office at the office / remotely remotely
observes
when during working hours during meetings, 2417

teleconferences

richness of data high low medium
time consumption high medium low
concealment obtrusive unobtrusive unobtrusive / obtrusive

The human mode includes face-to-face observation as well as other modes that
enable visual analysis of the interaction such as videotaping meetings or interviews. Both
track visual cues that make it possible to detect facial expressions, gestures, moods, and
humour. Today video camera in research settings is still typically operated by a human,
although videotaping can also be automatic e.g. if the researcher uses web-cam videos. The
machine mode relies on data collected with automatic devices such as cam recorder at an
office, or audiotaped conference calls from a remote location through phone line. In addition,
digital devices can record behaviour automatically, e.g. recording eye movements and what
people watch, their brain waves or pulse The virtual mode includes new possibilities
emerging with the help of digital technologies, such as multimedia posted online with tools
such as chat, social networks and virtual worlds. Netnography often applies self-presenting
visual data from web sites and blogs (Belk and Kozinets 2005) and is typically used in virtual
worlds with PC observing other members. Here we go beyond the gathering of online text
material in blogs into “Chatnography” utilizing the new possibilities of chat tools in an
organizational context. In comparison to *“online ethnography” or Netnography, the
Chatnography can also be done in real-time in the natural setting (e.g. in the office observing
how teams post questions, solutions or hints, links and pictures to each other at the same time
as they talk to each other). Chatnography can also include posting chat questions on a normal
website in a similar manner as customer support chat remotely engages one customer at a
time. It also supports self-expression and communication with multimedia in addition to
traditional text-based communication.

2.1 Human observation (face-to-face, visual)

The face-to-face mode represents the traditional participant observation type. Here,
the subjects and researcher are physically at the same place and are visible to one another.
The face-to-face observations took place in facilities such as meeting rooms and open office
working space at the business client premises, subcontractor organization’s open office
working space as well as informal gatherings such as team evenings in museums, restaurants
and spa. The observations varied in length from one and a half hours to full-day from 8
o’clock meeting with the client team to team building events to the late night. Normal
observation length was the working day, starting from when the first team member arrived
and ending when the last team member left work. Hence, the human mode of observation is
very time consuming. Nevertheless, as in any ethnographic study, the informal discussions at
the coffee machine, lunch and evenings out provided us with valuable information of the
bigger picture and practices with larger network of actors, and helped to understand the
meaning of the observations. We observed face-to-face interactions and communication
between development teams and other personnel as well as the interaction between the
development team individuals and the client representatives. An advantage with this mode of



observation is the richness of information in terms of both verbal and non-verbal
communication that may be captured. Although this mode of observation is highly obtrusive
as the researcher is physically present in the same room as the team, our ambition was to
become as close as possible to the well-known image of “the fly on the wall” and succeeded
in that.

Videography is also increasingly used as a method for data collection, either with
publicly available webcams, wearable cameras in shopping context (Belk and Kozinets
2005). Traditionally, in innovation context, focus groups and concept testing discussions have
been videotaped for later reflection. In cases A and D, we used videotaping as a supporting
method to face-to-face observation in order to to document interaction within a group of
people during meetings. The cameras were positioned at the back of the rooms to minimize
obtrusiveness. But, the presence of the camera did influence the language used in discussions
to some extent, similar to if a client or manager of the company would have been present. It is
also noteworthy that video material is very time consuming to analyse. Therefore, we
selected specific meetings and workshops to be videotaped. We also took photographs
throughout the process in cases A, C and D to support analysis, identification of who said
what as well as to enrich the research reporting. Taking photos as a form of documentation
was well accepted by the observed, although considered somewhat distracting, if done at
close range or too often. Hence, we used tablets to photograph dynamic situations, instead of
zooming to any specific person with a SRL camera.

2.2 Machine observation (audio)

In case B, we also observed development meetings by participating remotely in
teleconference meetings, audiotaping the discussion through the phone. These meetings were
held at the headquarters abroad. In cases A, C, D and E, audio recording was used as a
supportive mode to record communication while observing several persons at the same time.
The fact that the development process was observed by audio facilitated unobtrusive or
nonreactive observation (Webb et al, 1966). Here, we categorize the automatic mode of
tracking audio into machine-based observation based on the outcome that is less rich than the
visual data Teleconference as a mode of observation is though highly unobtrusive as the
participants cannot see and often forget the presence of the researcher. Nevertheless, it is
challenging to analyse data merely based on audio recordings, as people tend to talk
simultaneously and it may be hard to recognize who is saying what. Transcribing audio data
from selected parts of the observation is relatively quick and cheap and the audio material can
be used to present illustrative quotes in text or play audio quotes when presenting the results.
However, transcribing all the audio material from months of observation data becomes
cumbersome. Therefore, we recommend that researchers take notes and highlight issues that
are interesting while doing the observations, so that next steps in the analysis are manageable.
Machine observation is useful in cases when the researcher cannot be present at a remote
location or if the observed people do not give permission to videotape, as well as a good back
up observation mode which helps the researcher to check specific details of interaction later.

2.3 Virtual observation (chat, multimedia)

Previous research refers to online observation of consumers in virtual worlds such as
Second Life, or social media discussion forums. However, here we go beyond that using chat
-team collaboration tools, that are commonly used in organizations for interaction within
project teams and across organizations in special interest groups. In these kinds of chat tools



it is possible to post videos, photos, files and links to the text based discussion which makes
the collected data richer than mere text or audio. However, facial expressions and gestures
cannot be captured. In team chat mode, emotions are typically expressed with emoticons or
pictures and moods with e.g. music clips shared with others. Humour is expressed in text or
pictures, but also easily misinterpreted in chat in comparison to personal human observation.
Chat tools are increasingly used for team interaction because they enable real-time interaction
through smart phones, regardless of the location of the employee. This applies also to the
researcher who is able to observe the discussions and interaction in real-time remotely from a
different location as the observed persons. In this paper, we utilized the company’s chat tool
for observations. The ethical guideline in utilizing any virtual tool is that the researcher’s role
as a non-participating or participating observer should be identifiable both in the chat profile
and during the chat discussion. Observations in chat can be done 24/7 whenever, wherever
the researcher chooses to, if there are team members present in the chat. In cases A, C, and D,
team members discussed in the chat most actively during working hours, but comments were
posted also in the evenings and during the night. As the comments are stored in the chat tool,
it is easy for the researcher to go back to the relevant time point and check what happened
before and after a specific situation. This way time spent observing is radically reduced in
comparison to other observation modes. The researcher can have the chat tool in the
background and do other tasks at the same time, the chat alerts when someone is posting
comments. It also enables the researcher to cover a wider range of events tracking interaction
simultaneously in several locations, and go back to the history of events afterwards as well as
search key words in the history. The chat is relatively unobtrusive, solely showing that the
researcher is online, if the observer just observes online without participating. If the observer
decides to participate the chat is comparable to a group discussion or personal interview as
the researcher posts questions either visible to the whole project group or alternatively to one
person at a time.



3.0 Discussion
3.1 Multi angle lens through combining several observation modes

In all types of innovation projects, we recommend that the first contacts to the
observed organizations and teams will be face-to-face in order to facilitate that a trustful
atmosphere develops with the observed community. Miles and Huberman (1994) argue that
stronger data are produced if the fieldworker is trusted. It is also essential to explore and
document right at the beginning of the project who is who, what they look and sound like in
order to analyse and code future machine or virtual observations reliably. Next steps depend
on the aim of the research and resources available for observation. Based on our experiences
all modes of observation can be applied in radical and incremental innovation projects, but
suggest following combinations of observation modes.

Typically, in a radical service innovation project the first step includes brainstorming
and idea generation. In order to capture all the nuances and gestures in the discussions, it is
good to start with human observation including visual cues and face-to-face contact. In
incremental service innovation project, comparisons can be made to existing products and
services. Therefore using pictures and multimedia in meetings and discussions can be helpful
for team members. Hence, then virtual observations of videos, illustrations, pictures and text
used is natural in connection with data acquired face-to-face. In innovation projects, actions
are often based on subtle cues during meetings, phone conversations etc. Machine
observations such as audiotaping meetings and teleconferences help then especially to
capture what is discussed to be done and compare that with what is really done at the end in
the long term. Virtual observation and supporting material such as history of internal chat
discussions, or e-mail groups helps also to capture the decision points whenever and
wherever they occur. As argued by several researchers (e.g., Miles and Huberman, 1994;
Stewart, 1998), the context of the data collection influences accuracy. The ethnographer
needs to be sensitive to the context when he observes. For example, employees may say
different things in the presence of peers, supervisors or client representatives. Thus, the data
collection should take place in different social contexts, that is, multiple contextual biases
should be “sampled”.

In conclusion, clearly human based observation, both face-to-face and the video-
based modes are most emotional and add to the knowledge how something is experienced
better than other modes. Belk and Kozinets (2005) emphasize the benefits of the visual
material being able to engage the audience better. Humour is a good example of interaction
that is difficult to interpret in virtual and machine based documentation, without first truly
understanding the background and typical interaction style of the people involved in the
interaction. Therefore, machine observation should not be used as the sole mode of
observation. Nevertheless, virtual mode enabling to observe also interaction with other
members of the innovation network is important and possible with little effort with virtual
observation and telephone conferencing. In addition to learning about the focal organizational
team as a unit, observation facilitates an understanding about relevant circumstances and
mechanisms that may have a crucial impact on the focal innovation process. In addition, the
up-close immersion in context increases the likelihood of revelatory incidents that naturally
occur in real-time. These incidents stimulate real-time insights that launch systematic analysis
of additional data (e.g., Arnould and Wallendorf, 1994). In organizational research, auto-
ethnography as self-observation is sometimes used to make sense of one’s own experiences



(Vesa and Vaara 2014). Be it a researcher, consultant or an employee, it is important to
interpret the observation findings in relation to the existing context and culture.
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Predicting Innovation in Pharmaceutical Prescribing
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ABSTRACT

Who are the innovative customers for new products? Despite considerable research in
this area, a striking characteristic of innovators was identified over 35 years ago. In
work since often overlooked, Taylor (1977) found innovators tended to be heavy buyers
of the parent category. This controversial result has major implications for both theory
and practice yet has not, to our knowledge, been replicated. We therefore examine the
extent to which heavy buyers dominate the innovator segment, adopting a research
design that overcomes some of the limitations of Taylor’s original study, and we also
extend Taylor’s work by examining heavy buyers in general rather than in a ‘category
specific way’. Using a unique database we examine the behaviour of British General
Practitioners in prescribing radically new drugs and me-too later entrants over an
eighteen year period. We find regular replicable patterns of innovation among heavy
category buyers.

Keywords:  Segmentation, Innovator, New Product Launch, New Product Adoption, Panel
Data
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Simplifying the New Product Development Process

Richard L. Gruner*, The University of Western Australia, richard.gruner@uwa.edu.au

Abstract

To create customer-oriented innovations, organisations increasingly focus on the
guestion of how to simplify their new product development (NPD) process. Such simple
NPD refers to a firm’s intentional subtraction, restraint, and exclusion across the
marketing mix aimed at achieving maximum new product success through minimum
measures. Simple NPD can help avoid unnecessary complexity in the marketing mix
and create offerings that meet—but do not exceed—customer needs. Theoretical
support abounds for the value of simple NPD in creating consumer-oriented
innovations. However, little theory and research exist about what simple NPD could
look like, and the circumstances that enhance as well as limit a firm’s success with this
strategy. In this study, the author develops a conceptual framework of simple NPD,
identifies barriers to its successful adoption and implementation, and concludes by
offering several theoretical and practical implications.

Keywords:  Simplicity; New Product Development; Innovations; Marketing Mix.
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Abstract

Research on new product development has emphasized the importance of integrating
customers, employees, and suppliers in an organization’s innovation processes. While
several studies evaluate respective participatory processes, there is, surprisingly, no
consensus on which dimension participation quality consists of, and how to measure
them consistently. The present study contributes to the literature by identifying the
dimensions of participation quality and by constructing a participation quality scale
that includes six dimensions, namely (1) project-related resources, (2) early
involvement, (3) degree of influence, (4) transparency of processes, (5) incentive
mechanisms, and (6) voluntariness of participation.

Keywords:  Innovation Management, Participation Quality, Innovation Performance,
Acceptance of The Innovation, Scale Development
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Does Marketing Matter? NPD Outsourcing and Performance: The Role of Marketing

Lu Lu*, UNSW Australia tony.lu@unsw.edu.au
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Abstract

This conceptual paper investigates the contingent factors that affect the performance of
new product development and NPD outsourcing. Few studies have examined the NPD
outsourcing, while none have discussed the role of marketing knowledge and market
orientation in this process. Assessing the role of marketing-related constructs would be
significant to both marketing and management literatures. This paper conceptualized
that marketing knowledge enables firm to select the right partner and coordinate with
the partner more effectively and efficiently, which in turn contribute to technological
and market synergies, which are the key antecedents of NPD performance as confirmed
in various literatures. It also examined the moderating role of market orientation as it
enhances the positive relationship between marketing knowledge and partner
selection/coordination. Limitations include the various activities or skills that contribute
to the above capabilities have not been addressed. Furthermore, different NPD types
(radical vs incremental) should be discussed as well.

Keywords: ~ NPD Outsourcing; Marketing Knowledge, Market Orientation; RBV
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Antti Heikura, University of Eastern Finland, anheikur@student.uef.fi
Teuvo Kantanen, University of Eastern Finland, teuvo.kantanen@uef.fi
Tommi Laukkanen*, University of Eastern Finland, tommi.laukkanen@uef.fi

Abstract

This study empirically examines consumer preferences toward attributes of innovative
dairy products among Russian and Finnish consumers. A conjoint study was designed
with six key attributes namely price, package size, organicity, fat percentage, lactose
content, and amount of protein. The results of a total sample of 1026 consumer
responses with 482 and 544 responses from Russia and Finland, respectively, show that
while Russians prefer organic milk with fat and lactose, Finns rather choose fat-free
and lactose free milk, and organicity seems irrelevant. The findings provide practical
information for European dairy industry searching for growth with innovative milk
products from economically, socially, and culturally distinct Russian market.
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Abstract

The purpose of this conceptual paper is to advance our understanding of organisational
conditions that facilitate better design outcomes. The focus is on design capabilities (enablers),
practices (enactments), and design outcomes as units of analysis. On the basis of an in-depth
analysis of marketing, innovation and design literature, we propose five illustrative
constellations of design practices and capabilities for particular design outcomes. In doing so,
we advance an emerging micro-foundation perspective in marketing in the context of design.

Keywords: Design Practices, Design Capabilities, Design Outcomes, Micro-Foundation
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Abstract

Few studies in the new product literature have explored the effect of design newness and
existing research has conceptualised design newness as the degree to which a design
deviates from current and typical designs in the same market segment. Across three
studies, we proposed a different perspective whereby consumers’ perception of design
newness is examined. Deviation of design was found to be distinct from consumers’
perception of design newness. That is, a genuinely new design may not necessarily
increase perceived design newness. Consumers’ perception of design newness, instead of
deviation of design, was found to evoke interest and in turn, enhance product evaluation
and behavioural intention. These positive effects of perceived design newness were
consistent regardless of the design’s degree of deviation and product innovativeness.
These findings suggest that consumers’ perception of design newness is a distinct
construct that may offer a more holistic account of consumers’ responses toward design
newness.
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The price of new: Investigating the price of new introductions in packaged goods.
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Abstract

Innovation is one of the ways companies can grow their brands. While risky given the
high failure rates, new items allow higher prices, which is a strong argument given the
price wars and general declining prices of packaged goods in developed markets. The
aim of this paper is to describe the pricing of new introductions in comparison to what
exists in the market in order to investigate how successful manufacturers are in
charging higher prices for the new introductions. Based on analysis across 25 categories
in the US and UK over a four and seven year period, respectively, results show that the
mean prices of new introductions are mostly (70%) higher than the mean price of
existing products, with the average price difference between existing and new being
approximately 28%. These findings can provide pricing benchmarks for new products,
as introductions may support brand growth through increases in sales revenues.
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Abstract

Creative thinking is not always a flawless process and obstacles can constrain the ability
of individuals, teams and firms to formulate innovative proposals. Many methodologies
have been proposed to enhance creative capabilities in organizations, yet their efficiency
usually requires the investment of many resources. Building on the notion of nudge, this
paper aims at exploring frugal strategies to stimulate creative ideation in the early
phases of product development. We conducted an experiment to explore the potential
nudging of creativity during an ideation session. We show that labelling individuals as
being very creative has a performative impact on the type of ideas produced by
individuals.
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Abstract

This paper is aimed at providing a platform to evaluate the success of product
proliferation. Focusing on product as a key marketing mix element, this paper reviews
and critically analyse the existing literature on the product proliferation and line
extension. It proposes a forward looking framework to evaluate the performance of
product proliferation strategies. Three key factors are identified including product line
length, complexity/ experience, and heterogeneity/overlap which can be further
classified into firm, consumer, and market factors. It is argued that the success of a
product proliferation is contingent to a great range of factors such as the breadth and
the depth of firm experience that must be taken into account before making any
product proliferation decision.

Keywords: Product Proliferation, Line Extension, Line Complexity, Line Heterogeneity,
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Abstract

This conceptual paper investigates the contingent factors that affect the performance of
new product development and NPD outsourcing. Few studies have examined the NPD
outsourcing, while none have discussed the role of marketing knowledge and market
orientation in this process. Assessing the role of marketing-related constructs would be
significant to both marketing and management literatures. This paper conceptualized
that marketing knowledge enables firm to select the right partner and coordinate with
the partner more effectively and efficiently, which in turn contribute to technological
and market synergies, which are the key antecedents of NPD performance as confirmed
in various literatures. It also examined the moderating role of market orientation as it
enhances the positive relationship between marketing knowledge and partner
selection/coordination. Limitations include the various activities or skills that contribute
to the above capabilities have not been addressed. Furthermore, different NPD types
(radical vs incremental) should be discussed as well.
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Abstract

Part of the impact of advertising rests on its carryover effect in stimulating word of
mouth (WOM). A typology is used to establish which factors elicit WOM about four
durable categories. Positive WOM (PWOM) is stimulated mainly by advertising and
satisfaction with the product. Negative WOM (NWOM) about durables is rarely
stimulated by either advertising or dissatisfaction; instead, NWOM is elicited more by
the content of conversation and the perceived needs of receivers of WOM. These
findings are compared with those for services where advertising has little stimulus effect
on either PWOM or NWOM. The differences between services and durables in WOM
carryover from advertising should be considered by managers when they are
considering how best to promote their product.

Track: Advertising and Sales Promotion

1.0 Introduction

Keller and Fay (2012) estimate that about 25% of WOM rests on advertising and the level of
word of mouth (WOM) on a product is observed to rise when it is advertised (Bayus 1985,
Graham and Havlena, 2007). The research presented here shows how ad-related WOM varies
between durable categories, between services and durables, and between positive and
negative WOM (PWOM, NWOM) on durables. When advertising has a substantial carryover
into WOM, it becomes a more attractive investment; however, if WOM is found to be more
dependent on satisfaction, resources may be better directed to enhancing product quality.
Antecedents to WOM may be psychological variables such as motivations and attitudes (e.g.
Dichter 1966, Sundarum, Mitra, and Webster 1998), features of the product such as quality
and reliability (e.g. Anderson 1998, Feng and Zhang 2010), or contextual factors as those
studied by Mazzarol, Sweeney, and Soutar (2007). Mangold, Miller, and Brockway (1999)
developed a typology of mainly contextual factors stimulating WOM about services that
included advertising, satisfaction/dissatisfaction with the product, perceived need for advice,
conversational content, and joint decision making. East et al. (2015) used this typology to
gather data on the relative frequencies of the different WOM stimuli for four service
categories. The factors were set out as possible responses in a questionnaire item and
respondents were asked to select the main catalyst for the last recalled instance of WOM
about each service. Mangold et al.’s typology may be used in other domains than services and
here it is used to establish the frequencies of the factors stimulating WOM about durables.

2.0 Past Research Relating to the Catalysts of Word of Mouth

2.1 Comparisons between categories

East et al. (2015) find very high associations between the frequencies of factors catalyzing
WOM about different service categories. This work raises speculation about the patterns that
may be found for other product types. Do the catalysts of WOM about different durables also



have similar frequencies? If so, it would suggest a degree of similarity between durables, as
was found for services. This may not be so. Day and Ash (1979) found wide variation in the
dissatisfaction with durables, which indicates one basis for differences between categories. In
addition, advertising spend varies across categories, which implies that ad-based WOM
frequency will also vary. Thus, differences between durable categories could be based on
variation in satisfaction and dissatisfaction with the product, or on the ad budget. The first
research question is:

RQ 1: Are factor frequencies similar across durable categories?

2.2 Comparisons between durables and services

The precision manufacture of modern durables means that failure is rare. Also, the functions
of durables can be clearly specified so that buyers can know what they are purchasing.
Durables require less customization than services and faults can often be corrected before
delivery; as a result, durables may create little dissatisfaction. It is usually impossible to try
out services before purchase so that more risk is perceived about services (Murray and
Schlacter 1990). This suggests that dissatisfaction will be more common for services and that
this will produce more NWOM than is found for goods but Gronhaug and Arndt (1980)
found that, in Norway, public services created about half the level of dissatisfaction found for
private goods. However, this relates to an earlier period and goods manufacture has probably
improved since that time; in addition, public services are often freely accessed, which could
reduce dissatisfaction. One other factor that could produce a difference between durables and
services is the impact of advertising. The product may be easier to represent in ads when it
has tangible form and this could raise the impact of ads and lead to greater ad spending; if so,
we might expect more ad-induced WOM about durables. No clear picture emerges from this
limited research, and a comparison study between goods and services is therefore needed if
we are to establish how WOM about these different product types is stimulated. The research
question is:

RQ2. Are the frequencies of factors stimulating WOM about durables and services similar?

2.3 Comparisons between PWOM and NWOM

In their study of services, East et al. (2015) find that the factor frequencies for PWOM and
NWOM are highly correlated (when satisfaction is used for PWOM and dissatisfaction for
NWOM). East et al. (2015) point out that the comparative effect of satisfaction and
dissatisfaction depends on both their relative effect in producing WOM and their relative
occurrence. On relative effect, survey work by Goodman and Newman (2003) on a
frequently-purchased product shows that dissatisfaction has about twice the impact of
satisfaction in producing WOM; Anderson (1998) found a smaller difference with a more
varied sample of products. More generally on the effect of negative information, there is
evidence that “losses loom larger than gains” (Kahneman and Tversky 1984), while
Baumeister et al. (2001) point to a range of phenomena where the negative form has more
effect than the positive. Thus, an instance of dissatisfaction is likely to produce more NWOM
than an instance of satisfaction produces PWOM but this relative effect is under-researched
and may vary by category. Turning to the incidence of satisfaction and dissatisfaction, a
review by Peterson and Wilson (1992), using data based on a range of goods and services,
indicates that satisfaction is much more common than dissatisfaction with a ratio in the region
of 10:1. Furthermore, as noted, durables are likely to cause much less dissatisfaction than
services. This indicates that, for durables, satisfaction will have more overall effect than
dissatisfaction and that this will be reflected in the frequencies of the factors stimulating
PWOM and NWOM. The research question is:



RQ3: Do PWOM and NWOM about durables have dissimilar factor frequencies? More
specifically, does dissatisfaction stimulate less NWOM than satisfaction stimulates PWOM?

3.0 Study

3.1 Survey and questionnaire items

Nine of the ten factors identified by Mangold, Miller and Brockway (1999) were used; the
tenth factor was when the advice was spontaneous and no antecedent could be discerned and
this was covered by the “other” response. East et al. (2015) presented the nine factors in the
order of the frequencies found by Mangold et al. (1999) in half the questionnaires (Version
A). In the other half (Version B), the nine factors were in reverse order. This ordering and its
reversal was copied in this work because it aids comparison with the East et al. study and
allows assessment of any response order effects. As in the original work by Mangold et al.,
the present study was restricted to WOM that had been received, rather than given, by the
respondent.

Table 1. Item used in the questionnaire, using car as example

Factor Item for receiving PWOM*
Question
Please think back to the last time you were told something positive
about a car when you were considering getting one. What was the
main factor behind the other person’s advice on this car?
Response alternatives

Receiver’s felt need He/she thought you needed the advice/comment

Coincidental communication The advice just arose in conversation

Communicator’s dis/satisfaction He/she was satisfied with this car

Observation of decision making He/she observed you talking about or considering a car

Two or more people deciding He/she was trying to decide with you or others about a car

Ad/prom about this provider He/she was responding to advertising/promotion about this car)

Receiver’s dis/satisfaction He/she was responding to your satisfaction with this car

Third party need for a service It was because a third party needed a car

Ad/prom for another provider He/she was responding to advertising/promotion that was not about
this car

Other (please describe) -
* For questions on NWOM, positive was replaced by negative in the question and, in the response format,
satisfied and satisfaction were replaced by dissatisfied and dissatisfaction

Data from a convenience sample of 349 respondents were gathered from locations in South-
East England in the summer of 2014. The questionnaires were distributed to homes or to
people in public spaces such as parks and coffee bars. Most collections occurred shortly after
distribution. Nearly all respondents who agreed to help provided a completed questionnaire.
No reward was used. The four durables were cars, vacuum cleaners, mobile phones and
computers. Table 1 shows the main question form and the response format used, taking cars
as the example category. Versions A and B of the questionnaire were alternated in the packs
given to fieldworkers and this produced 174 returns of version A (with the nine items in the
order shown in Table 1) and 175 responses for version B where the order of the first nine
responses was reversed. The sample was 48% female and the median age was 36.

4.0 Checks

4.1 Presentation order effect

Our first concern was to check on any bias produced by the order of presentation. We
computed Total WOM measures by taking the means of factor frequencies for PWOM and
NWOM on all four categories. Table 2 shows these frequency measures for Versions A and
B. The correlation between the frequencies of the first nine items of A and B is 0.96 (p



<.001), which rules out a presentation order effect. Note that “other” and “cannot recall
receiving WOM” were always at the end of the response list.

4.2 Age and gender

Demographic differences were checked to see whether the factor frequencies were related to
these measures. We compared those aged less than 36 (49%) with the rest. The correlation
between the frequencies for the younger and older segments was 0.96 (p<.001). Thus, there is
little age-based difference in Total WOM. Using Total WOM again, a correlation of 0.98 was
found between the factor frequencies of men and women, so there is no appreciable gender
difference.

Table 2. Total WOM Means by Order of Presentation

Order

Factor A B All

% % %
Ad/prom about this provider 19 17 18
Communicator’s dis/satisfaction 13 10 11
Third party need 10 6 8
Coincidental communication 4 6 5
Receiver’s felt need 3 3 3
Observation of decision making 1 2 1
Two or more deciding 1 1 1
Receiver’s dis/satisfaction 0 2 1
Ad/prom for another provider 0 2 1
Other 7 18 12
Cannot recall receiving WOM 41 34 38

4.3 Long-term and short-term recall of WOM factors

Factor frequencies for those recalling WOM in the last six months were compared with those
whose recall was for longer than six months, with PWOM and NWOM analyzed separately.
The percentages recalling in the last six months are shown in the bottom row of Table 3. For
PWOM, the correlation between the response frequencies of those having long-term and
short-term recall is 0.83 (p<.003), indicating substantial similarity and thus little bias from
the period of recall. For NWOM, the correlation is 0.42 (p< .23), which may relate to
sampling error since there were few cases when NWOM was recalled in the last six months.

4.4 “Other” and ““No recall” responses

The “other” response was used mostly when the durable had not been bought by the
respondent. “Other” and “No recall” were much more common for NWOM leaving only 246
cases for analysis across the four categories compared with 1106 for PWOM. In the main
analysis below, “No recall” and “Other” responses are excluded.

4.5 Common method bias

When a question form is repeated in a questionnaire, as in this work, there is a danger that
responses will be repeated without thought. To check on this common method bias, the most
common response was selected and those who checked this on category A were examined to
see how frequently they checked the same response for categories B, C, and D. For PWOM,
the most common response was “ad/prom about the product” which was checked by 44%. On
average, of those who selected this response for category A, 39% selected it for other
categories showing no sign of common method bias. This test was not conducted on NWOM
because the number of respondents selecting the most common response was low.



5.0 Findings

5.1 Recall percentages

The first numeric row of Table 3 shows the percentages of respondents who had not bought
the category or who could not recall receiving WOM on the category. This is followed by the
number of respondents left for analysis and the percentages are based on this number. Far
more people recalled receiving PWOM than NWOM (on average 80% versus 18%). This
means that the analysis of NWOM is conducted on a much smaller sample.

5.2 RQ 1: Are factor frequencies similar across durable categories?

The individual category data in Table 3 show that, in the case of PWOM, the effect of
advertising differs substantially across categories but, where advertising has less effect,
satisfaction has more effect. PWOM about vacuum cleaners is particularly related to the
communicator’s satisfaction and PWOM on computers is exceptional because it relates most
to third party need. In the case of NWOM, the pattern is more uniform and emphasizes third
party need, communication, and receiver’s felt need (though vacuum cleaners, with few
cases, show a zero score for receiver’s felt need). However, despite these differences between
categories, Cronbach’s alpha exceeds 0.7 for both PWOM (0.73) and NWOM (0.83). This
justifies using the mean columns in Table 3 for the comparisons that follow.

Table 3. Factor Percentages by Category for PWOM and NWOM

PWOM NWOM

Car Vac.Cl Mob.Ph Comp. Mean Car Vac.Cl Mob.Ph Comp. Mean
No recall/other % 14 37 6 23 20 72 93 87 77 82
Leaving N= 298 217 329 262 1106 96 23 47 80 246
% % % % % % % % % %
Ad/prom about this product 47 9 75 31 44 1 4 13 1 4
Communicator’s dis/satis. 19 74 11 20 27 2 0 4 4 3
Third party need 10 8 2 34 13 22 30 9 58 32
Coincidental communication 7 5 4 7 6 37 44 32 15 29
Receiver’s felt need 7 0 3 5 4 22 0 17 11 15
Observation of dec. making 4 1 2 2 2 6 4 6 0 4
Two or more people deciding 2 2 1 2 1 4 9 6 0 5
Receiver’s dis/satisfaction 2 2 1 1 2 3 4 4 6 5
Ad/prom for another product 2 1 2 0 1 3 4 9 | 4

% received in last six months 17 6 49 13 25 22 55 13

5.3 RQ2: Are the frequencies of factors stimulating WOM about durables and services
similar?

To test this, the means from the East et al. (2015) study are compared with those obtained
here, as shown in Table 4. The PWOM and NWOM scores for services and durables are
compared; the correlations are close to zero (PWOM, r=0.13, p=0.73; NWOM, r=0.01, p
=0.98). Thus services and durables differ with regard to the factors inducing WOM.

Table 4. Percentages attributed to different factors for durables and for services (from
East et al. (2015)

Durables Services
PWOM NWOM PWOM NWOM
Ad/prom about this provider 44 4 5 4
Communicator’s dis/satisfaction 27 3 27 26
Third party need 13 32 5 6
Coincidental communication 6 29 19 19

Receiver’s felt need 4 15 7 7



11 11
9 11
13 11
2 3

Observation of decision making
Two or more deciding
Receiver’s dis/satisfaction
Ad/promo for another provider

—_— N = N
A oo b

5.4 RQ3: Do PWOM and NWOM about durables have dissimilar factor frequencies? More
specifically, does dissatisfaction stimulate less NWOM than satisfaction stimulates PWOM?
When the mean frequencies of factors stimulating PWOM and NWOM about durables are
correlated there is no significant relationship (r =—.15, p = .69). When this test is repeated for
each category separately the associations are again trivial, except for computers where the
correlation approaches significance (r = 0.58, p = 0.1). Inspecting the mean data in Table 4, it
is apparent that advertising/promotion has substantial effect on PWOM but little effect on
NWOM. Likewise, communicator satisfaction has much more effect on PWOM than
dissatisfaction on NWOM, which answers the secondary question above. Compared with
PWOM, NWOM on durables appears to be based more on coincidental conversation and the
needs of others.

6.0 Discussion

Managers need to know how much advertising and dis/satisfaction stimulate WOM if they
are to allocate resources efficiently. First, we need to know whether there is uniformity across
durable categories as was found for service categories by East et al. (2015). We find that
there is a significant uniformity across durable categories but this is not very strong and
managers would need data on their category rather than a durable average in order to make
sound decisions. Second, this work shows that the frequencies of the factors stimulating
WOM about durables differ from those for services. The main reason for this in the case of
PWOM on durables is much more dependent on advertising. In the case of NWOM,
dissatisfaction is a minor catalyst for durables compared with services. It is also noted that
third party need is more important as a catalyst of both PWOM and NWOM on durables.
Third, we find that the frequencies of the factors inducing PWOM differ from those inducing
NWOM in durables. PWOM is mainly elicited by advertising and satisfaction whereas
NWOM for durables relates mainly to the needs of third parties and the flow of conversation.
The finding that advertising has little effect on NWOM confirms expectation since ad
messages contain positive material that may be passed on as PWOM but rarely contain
negative material that may be passed on as NWOM.

Why does durable advertising induce PWOM when this effect is largely absent for services?
We speculate that this difference relates to the weight of advertising used and the
effectiveness of ads on tangible products where it may be possible to create clearer benefits
and sharper mental representations of the product. The evidence also suggests that service
suppliers should be concerned about avoiding dissatisfaction. This was a conclusion reached
by Anderson, Fornell and Rust (1997) in modeling that took account of the degree of
customization and standardization that was possible in each product type. This evidence that
advertising is the main basis for PWOM about durables suggests that ad copy should be
tested for its effect on PWOM because this carryover may add substantially to the sales effect
of the advertising.

PWOM about durables is also strongly dependent on satisfaction. One may surmise that this
satisfaction derives from features such as reliability, effectiveness, and quality, so that
suppliers indirectly affect PWOM through their control on product quality. This evidence
suggests that managers need to balance advertising against quality development.

There is far more PWOM than NWOM on durables though the ratio varies from category to
category. In total, the number of PWOM instances is 1106, which compares with 246
instances of NWOM. This suggests a ratio of 4.5 to 1 if the frequency of receiving PWOM is



the same as that for receiving NWOM. However, frequencies tend to fall with penetration
(Ehrenberg 1988) indicating a ratio considerably greater than 4.5 to 1. This high ratio appears
to be because there is little dissatisfaction with modern goods and because ad copy has a
strong effect on PWOM but little effect on NWOM. A practical implication of this finding is
that durable manufacturers should be less concerned about NWOM than PWOM because
there is less NWOM to do damage. Related to this, both East et al. (2008) and Sweeney et al.
(2014) found that NWOM had less impact than PWOM on purchase disposition.

Market research has been slow to provide data on the factors that stimulate WOM in different
categories and product domains. As a result, marketing practice has been ill informed. We
now have evidence on services and durables but further work on more categories and on
frequently purchased goods is needed to fill out the picture.
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Abstract

This paper proposes a conceptual framework to investigate the effectiveness of traditional and
social media on attracting audiences as well as the cross-media effects between traditional and
social media. Particularly, this research studies the impact of the tweets before and during an
event on TV viewership and how the type of the tweets moderates the impact.
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1.0 Introduction

Global advertising spending has almost reached USD 2 trillion and is forecasted to
continue experiencing exponential growth (McKinsey & Company, 2013). Understanding the
effect that advertising may have on sales is a long-standing and important businesses
problem. John Wanaker (1838-1922) is credited with the saying that “half of the money I
spend on advertising is wasted; the trouble is, I don’t know which half”. The ascension of
digital media (e.g. Twitter), media fragmentation (e.g. pay television) and changing media
consumption patterns has made the relationship between advertising and paid commercial
speech even harder to understand (Assael, 2011). The difficulties in coordinating “old” and
“new” media and measuring their effect on sales is a dynamic and unresolved problem for
both the industry and academia (Joo, Wilbur, Cowgill, & Zhu, 2014).

This research investigates part of a marketing ecosystem. The industry being reviewed
aims to sell “content” so its revenue is dependent on eyeballs; in particular, the number and
profile of television viewers and paid event spectators who pay to attend the event being
broadcasted. This industry is largely a Business to Consumer (B2C) model with little
dependence on intermediaries. Consequently this research investigates the effects of:

1. Paid (television, radio and newspaper advertisements),

Earned (Twitter) marketing communications on dual dependent variables and,

3. The second screen phenomenon whereby viewers are increasingly sharing their
thoughts electronically in particular discussing the content whilst watching televised
entertainment.

2.0 Literature Review

2.1 Integrated Marketing Communications (IMC) Synergies

Integrated Marketing Communication (IMC) expresses the idea that the simultaneous
use of a multitude of communications tools with a congruent message will result in effective
communication (Kliatchko, 2008). IMC comprises of paid, earned and owned media channels
(McGrath, 2005), however this model and predominantly its components have evolved with
the introduction of new technology.



Traditionally, these forms of marketing tools were used individually and were
considered and measured as “silos” with reach as its primary goal (Assael, 2011). Over time,
the concept of silos has shifted to more of a synergy relationship between the marketing tools
(Assael, 2011) whereby offline, online, mass and individualized marketing tools reinforce
one another. Initially, the IMC movement was focused on investigating the joint effects of
media. However, over time, the focus has shifted to cross-media approaches. Enoch and
Johnson established that “cross-media in television consumption is not a zero-sum game”
(2010, p. 1) and the use of one media channel does not usually reduce the consumption of
another media channel. Rather the user “double-ups” on their media consumption (Enoch &
Johnson, 2010).

2.2 Paid Media

Traditional paid media accounts for a large percentage of total communications
globally (McKinsey & Company, 2014). The purpose of traditional paid media (television,
radio and print) is to guide the targeted consumer from a state of little to no awareness about
a service or product to an intention to consume the service or product (Lavidge & Steiner,
1961). Traditional paid media achieves this through increasing brand familiarity and a
consumer’s intention to purchase a product or service. Advertising in paid media can
ameliorate the effects of decreasing sales in a periods of higher competition. A drawback of
this type of media, is that it can be avoided through cognitive and behavioural mechanisms.
More so, some academics contest the effect traditional paid media has on sales (Nelson,
2010). As a consequence advertisers are increasingly using alternative marketing
communications methods such as earned (including word of mouth) in conjunction with paid
media to push their products and services.

2.3 Earned Media

Humans are bound by their social context (Bandura, 2001). When a person goes to
make a purchase or consumption decision, their decision may often rely on the opinion of
others (Weenig, 2004). An early reference to the word of mouth (WOM) phenomenon noted
a strong and tight knitted network of people sharing information in physical settings such as
the ‘clotheslines’ (Whyte Jr, 1954). The early academic literature often characterises earned
media as free publicity for the company in the form of positive or negative WOM between
peers and social groups (Burcher, 2012). These networks are made of a multitude of various
relations ranging from family to acquaintances and strangers. This was seen to impact
consumers judgments and purchasing behaviours (Bone, 1995). At the turn of the century,
and as the internet became more accessible to users, it gained popularity as an interactive
earned media tool through forums and blogs. The entry of WOM into the electronic sphere
saw an unprecedented increase in the amount of opinion exchanges between participants that
elicited greater interest from consumers than online information created by companies
directly (Bickart & Schindler, 2001). Earned media has been empirically demonstrated to be
more effective elicit greater customer loyalty (Shankar, Smith, & Rangaswamy, 2003) than
traditional paid media tools. However, it is argued that one purpose of paid media is to
increase the influence of earned media on sales (Lee, Hosanagar, & Nair, 2013).

2.3.1 Social Networks as an Electronic WOM Platform

The diffusion of WOM information is largely influenced by the number of
participants present in a social network. Social networks have evolved from just connecting
people to also being able to influence and shape subcultures (Kozinets, 1999). Notably,
participants of social networks are now able to follow conversations and converse with
people who have similar interests in a particular content category. This phenomenon is
described as “E-tribes” or virtual communities (Kozinets, 1999). Social media is a dialogic



social networking tool (Rybalko & Seltzer, 2010) that houses thousands of participants,
comments and reviews about products and services. It is changing the form of dialogue
available online from unilateral to bilateral between the consumer and or online communities
and a brand or organisation.

2.4 Using Twitter during a Broadcast

Twitter is a social media platform that allows users to write and read messages that
must be 140 characters or less (Huberman, Romero, & Wu, 2008). Currently, there are 302
million active monthly twitter users sending over 500 million tweets a day (Twitter, 2015).
Schirra, Sun and Bentley found that Twitter was better suited to television program broadcast
commentary than Facebook due to its short-term and quick characteristics (2014). Facebook’s
posts are limited to a private social network thus decreasing the size of the reach of the
message (Highfield, Harrington, & Bruns, 2013). In comparison the incorporation of hash
tags on Twitter allows for a post to reach both someone’s immediate followers and hash tag
conversation followers (2013). Another intermediary in the Twitter conversation is the
broadcaster who can integrate their thoughts seamlessly into the chatter (Highfield, et al.,
2013). The characteristics of this integrated communications platform makes it ideal for
instant and short live messages about entertainment content. Previous literature shows that
independent WOM platforms are more influential on customer decisions than company pages
(Meuter, McCabe, & Curran, 2013). Approximately 15% of people use Twitter to share
information with their followers (Java, Song, Finin, & Tseng, 2007) and around 20% of
tweets include the name of an organisation or brand (Jansen, Zhang, Sobel, & Chowdury,
2009). Moreover, around 20% of those tweets expressed an emotion (positive or negative)
towards that organisation or brand (Jansen, et al., 2009).

2.4.1 Using Twitter during a Broadcast

Tweeting during television programs (live tweeting) has been reported in industry and
market research reports (Nielsen, 2013b), however, little academic research investigates the
effect tweeting has on current marketing communication models. Broadcasters commonly
integrate hash tags and mentions into televised content as an interaction method

Live tweeting encourages audiences to watch live runs of television programs
(Schirra, et al., 2014). Thus the use of Twitter is necessary for television program
broadcasters to counteract trends such as delayed viewership of a particular television show
(Harrington, Highfield, & Bruns, 2013) through PVRs. This is in part due to the fact that
Tweets about entertainment shows are heavily reliant on the actual real-time content of the
program (Lochrie, 2012).

2.4.2 Type of Twitter Messages: Negativity Bias

Enhanced enjoyment of a movie or television show has in the past been positively
correlated to the level of sadness embedded within the content (Oliver, 1993). This relates to
the basic philosophical proposal that reacting to tragedy through sorrow, compassion and pity
enhance the pleasure felt from a particular piece of content (Hume 1965 as seen in Oliver
1993). This behaviour has also been link to a more contemporary phenomenon, whereby,
there are increased tweets written when viewers feels grief or sadness brought on by a
plotline development in a television program (Schirra, et al., 2014).

3.0 Conceptual Framework

Traditional paid media tools have a long history of pushing a brand’s public profile
and enhancing the awareness of a particular product or service. In Australia, homes using
televisions has reached 99.5% (Australian Communications and Media Authority, 2012),



83% of Australians listen to the radio at least once a week (McNair Ingenuity Research,
2015) and 83% of Australian read a printed newspaper at least monthly (Enhanced Media
Metrics Australia, 2015). Whilst a large body of research exists on the positive effect of
traditional paid media on sales (Dekimpe & Hanssens, 1995), this effect has also been
contested over time (Geweke & Martin, 2002) and there has been minimal research
undertaken to look at this effect in a broadcast context specific scenario. Thus, little is known
about the impact of television, radio and print media on the viewership and attendance of a
particular event. Therefore, Proposition 1a will look to investigate the relationship between
paid media efforts and its effect on viewership rates and attendance at an event in an attempt
to add to existing literature about paid media (see Figure 1).

Twitter \ Type of tweet: tragic
discussion during P3
the event
P4
Pla
/ Eyeba"S
Paid
Plb Event

Figure 1. Conceptual Framework

Proposition 1a: Traditional paid media tools will positively affect the number of
eyeballs at the event and watching the broadcast.

Earned media is an integral part of marketing communications. Word of mouth increases
awareness and loyalty for a service or product and consideration sets (Schindler & Bickart,
2005) thereby enticing people to watch a television show or attend an event they are not
particularly familiar with. The introduction and growth of electronic and digital innovation
over the last decade has drastically changed WOM. Academic literature has already shown
the importance of earned media however there is no apparent literature demonstrating how
social media as a word-of-mouth platform has impacted the marketing content in the
entertainment industry. Therefore, Proposition 1b will look to investigate the relationship
between earned media efforts and its effect on viewership rates and attendance at an event in
an attempt to add to existing academic literature about earned media.

Proposition 1b: Earned media tools will positively affect the number of eyeballs at the
event and watching the broadcast.

Cross-media marketing transcends traditional silo effects in media and looks at the interaction
between offline (traditional paid media) and online (earned WOM media) media tools and
any synergies between the two entities (Naik & Peters, 2009). The literature indicates that an
increase in paid media has an effect on, or increases the strength of the effect of earned media
on sales (Lee, et al., 2013). However, Assael suggests that further research needs to be



conducted to understand the direction and effect of cross-media (2011). This research will
attempt to investigate the relationship between paid and earned media. Thus, as paid media
communications increase, brand communities become more active and new contributors are
likely to participate (Kozinets, 1999). This increase in involvement intensifies earned media
engagement and should increase sales. Therefore, Proposition 2 will test for the potential
moderating effect paid media has on earned media communication tools and the effect this
has on viewership of television shows and purchasing of tickets to an event.

Proposition 2: Paid media will moderate the effects of earned media on the number of
eyeballs.

Industry reports by Nielsen have found that an increase in Twitter conversations lead to an
increase in television ratings (Nielsen, 2013a). However, this phenomenon has been scarcely
covered in academic literature (Highfield, et al., 2013). Using traditional word-of-mouth
theory, an increase in participants conversing should increase customer awareness for a
product or service (Herr, Kardes, & Kim, 1991). When this chatter is digitalized, through
Twitter, it can increasingly become viral whereby the conversation reaches a broader
audience outside the intended target market. This captures the interest of the otherwise
unengaged and elicits television-watching behaviour. These social media conversations are
an example of marketing communications beyond traditional silos (Assael, 2011) and in
accordance with Bandura’s Dual Path Model facilitates changes in the behaviour of social
being. Thus, Proposition 3 will test to see if social conversations through Twitter change the
behaviour of the otherwise unengaged individuals and lead them to watch a television show.

Proposition 3: Twitter interactions during the broadcast affect the number of eyeballs
watching the television show.

An increased number of Tweets are posted when an audience feels sadness or grief (Schirra,
et al., 2014). There is also, an increase in viewership when the content has levels of sadness
embedded in it (Oliver, 1993). This phenomenon is related back to the negativity bias
whereby humans are predisposed to feel more emotions when faced with a negative event
rather than a positive one (Rozin & Royzman, 2001). Thus, Proposition 4 will look at the
content of tweets during the live broadcasting time of the television program. This is to
establish if tweets relating to tragic events have an increased positive moderating effect on
television viewership ratings than tweets that are not related to tragic events.

Proposition 4: If the tweet describes a tragic event, there will be a greater increase in
viewership than if the tweet describes a non-tragic event.

5.0 Conclusion

Advertising expenditure is set to reach 2 trillion dollars by 2018 (McKinsey &
Company, 2013). However, there continues to be doubts about the effect paid and earned
media has on sales (Geweke & Martin, 2002) and little empirical academic research
investigating this phenomenon. Furthermore the paid, earned and owned model lacks the
inclusion of new media types that were created due to new innovations in technology
(Burcher, 2012). We provide a conceptual framework to the cross-media effects and the
usage patterns of Twitter during the live broadcast of a television show. Future research can
use real industry data from content providers to empirically test our propositions.
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Abstract

Social media has penetrated the daily life of our society and has become one of the most
important social platforms for computer-mediated communication. Nonetheless, the
impact of social media marketing is still inconclusive. Thus, the purpose of this study is
to explore the impact of attitudes and perception towards social media’s marketing and
various social media’s features on purchase intention and brand loyalty among
consumers in Australia and Indonesia. This study found that not all social media
marketing’s features lead to brand loyalty and purchase intention. The results of this
study will provide insights for managers who are working in this highly competitive
social media marketing.

Keywords : social media, intention to purchase, brand loyalty
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1.0 Introduction

Social media has penetrated the daily life of our society and has become one of the
most important social platforms for computer-mediated communication (Correa et al. 2010;
Lin and Lu 2011; Powell 2009; Tapscott 2008). People are connected to each other by
various media platforms. Social media began to grow rapidly during the information
technology transformation enables interactivity facilities through mobile gadgets. Among all
platforms enabled by the Web 2.0 technology, social media is the one that is growing and
penetrating rapidly into people's lives (Barnes, 2009, Corbett, 2009, Miller, 2009). For
example, Twitter, as one of the types of social media, has reach 255 million active users who
collectively send 500 million tweets each and every day (Pewlnternet, 2014). Karr (2014)
found that the use of social media for marketing products/services. It is said that the
penetration of social media for business purposes has been very high for the Top Brands,
99% use Facebook, 97% use Twitter, Google 70%, 69% and Instagram Pinterest 59%.
Nowadays, companies are employing social media to accomplish several objectives such as
advertising, promotion, getting feedback (research) and selling the products and services.
Unfortunately, not all consumers feel comfortable with the features of 'buying' in social
media. While many studies have found the positive impact of social media on marketing
activities (Bagozzi and Dholakia 2006; Hausman and Siekpe 2008), little is known about
which factors influence consumers’ attitudes toward social media and the impact of these
attitudes on brand loyalty and purchase intention.  Therefore, this study compare the
consumer behavior between the two countries, Indonesia vs Australia. The purpose of this
study is to explore the impact of attitudes and perception towards social media’s marketing



and various social media’s features on purchase intention and brand loyalty among
consumers in Australia and Indonesia.

2.0 Literature Review
2.1 Theoretical Framework

Davis (1989) suggested the technological acceptance model (TAM) to explain the
potential user’s behavioural intention in using a technological innovation. Based on the
theory of reasoned action (Ajzen and Fishbein, 1980) and the theory of planned behaviour
(Ajzen 1985), TAM suggests a belief-attitude-intention-behavior causal relationship for
predicting technological acceptance among potential users (Davis, 1989; Ha and Steol, 2009).
Various studies have employed TAM as models of information systems toward various
technically-related platforms, such as websites (Ha and Stoel, 2009; Hausman and Siekpe,
2008).

2.2  Social Media Marketing

Social media is defined as "the means for any person to publish digital, creative
content, product dan obtain real time feedback via online discussions, commentary and
evaluation, and incorporate changes or corrections to the original content" (Dykeman, 2008,
p.1). Compared to traditional media, social media has the flexibility to actively engage people
in the process of communication - not only as recipients of information but also a message or
content creator. Online application facilitates people to share information, knowledge
distribution and exchange ideas. Because of the wide communication and interaction
facilities, social media is now used as media to to sell product/services online. Currently
consumers still have different attitudes and perceptions regarding social media. Most of them
have a positive attitude and do not hesitate to interact intensively. But there are still many
consumers who feel otherwise, they have blocking atttitudes, and are still doubtful.
Consumers are even irritated by the activities that they deem excessive in social media (Duan
et al. 2008; Dhar and Chang, 2009).

2.3 Purchase Intention

Purchase intention is defined as an individual readiness and willingness to purchase a
certain product or service, sometimes in the near future (Ajzen and Fishbein, 1980). Online
purchase intention is a desire to purchase products/services through the medium of the
Internet, in a variety of platforms. Purchase Intention of the customers depends on the brand
awareness and brand loyalty of a particular brand. Brand awareness increase the brand
loyalty, consumer confidence as well as consumer purchase intention (Aaker, 1990). Social
media is more effective in creating brand loyalty and purchase intention (Balakrishnan,
Dahnil and Wong, 2014). Previous research found that e-WOM, online communities and
online advertisement are effective in promoting aspects of Product Purchase Intention and
increase brand loyalty through social media (Balakrishnan, et. al., 2014). The study was
aimed at the elaboration of some of the factors that determine the online purchase intention
and brand loyalty around its relationship with social media functions and use, as well as about
its relationship with the brand/product or web-related factors. Studies involving social media
related variables include Intensity usage of social media, Social Media Perceived usefulness,
Perceived benefits of Social Media, Social Attitude toward marketing with media, Fear about
marketing with social media, Attitude toward Facebook, Irritation with social media.



Brand/Product or web-related factors included in this study consists of brand awareness,
perceived product quality, perceived entertainment, informativeness.

2.4  Brand Loyalty

Brand loyalty and awareness have been found to play an important role in influencing
consumers’ attention when making a purchase (Cobb-Walgrem, Ruble, and Donthu 1995).
Macdonald and Sharp (2000) explains that brand awareness is a very important factor in
influencing the intention to purchase. The brand’s name, if a consumer able to remember
when considering a purchase, significantly influences the purchasing decision. The awareness
of a brand plays a significant role in purchasing a product or service and may have control on
perceived risk evaluation of consumers and their level of assurance about the buying decition
due to awareness with the brand and its uniqueness. In the context of traditional purchase,
perceived product quality has been known to be significantly influenced purchase intention
(Woodside and Taylor, 1978). Perceived entertainment and informativeness were known as
two important variables in intention to visit the website (Rohm and Kaltcheva, 2013).

3.0  Methodology
3.1 Data Collection

For Indonesia, data was collected through a paper survey and an online
questionnaires. The online questionnaire was aimed mainly for the executives who have
limited time to interact with the researcher. Questionnaire was distributed to students of
reputable University in Indonesia. This research collected 352 responses. Of these, 331 were
usable, yielding a response rate of 94%. Students and Executives were almost equal in
number (49% and 51%). Male respondents are slightly higher than female respondents (60%
and 40%, respectively). Most participants were single (80%), and 20% were married. The
age range was 18-20 years (37%), 21-29 years (45%), 30-39 years (12%), 40-49 years (4%),
and 50 and above (2%). Most respondents own social media: Facebook (97%); Instagram
(72%); Twitter (88%); LinkedIn (41%) and Google+ (64%). Table 1 summarizes the
demographic profile of respondents. For Australian, the data was collected through a large
public university in Australia. Paper surveys were distributed to students, their friends and
members of their immediate families. Of 800 questionnaires, 761 were collected. Of these,
724 were usable, yielding a response rate of 90%. Male and female respondents were almost
equal in number (49% and 51%, respectively). Most participants were single (59%), and
37% were married. The age range was 18-20 years (33%), 21-29 years (43%), 30-39 years
(7%), 40-49 years (8%), and 50 and above (9%). Most respondents own social media:
Facebook (92%); Instagram (54%); Twitter (27%); LinkedIn (20%) and Google+ (31%).

3.2 Measures

The study used previously validated scales. Attitudes toward marketing with social
media, social media use, being affected by the internet and social media, fear about marketing
with social media were adapted from Ekan and Topcu (2011). Ducoffe’s (1996) three-item
scales were adapted to measure entertainment (that their social media experiences are
enjoyable), informativeness (that social media sites are good sources of product information),
and irritation (belief that social media sites are annoying). Perceived usefulness (using social
media can improve my shopping performance) was adapted from Davis’s (1989) TAM
model.  Finally, perceived quality, brand loyalty and brand awareness were adapted from



Yo and Donthu (2001a) and purchase intention was adapted from Yo and Donthu (2001b).
All items were anchored on a 5-point Likert-type scale.

4.0 Results and Discussions

Researchers employed separate multiple regression analyses to review the data.
Purchase intention and brand loyalty becomes the dependent variables Table 1 summarised
the regression results. This section discusses the regression results for both consumers in
Indonesia and Australia.

Insert Table 1 About Here
4.1 Indonesia

Purchase intention - The results show that social media usefulness (f = .237; p <
0.001), brand loyalty (B = .213; p < 0.001), brand awareness (f = .169; p < 0.001), intensity
of social media usage (B = .142; p < 0.05), being affected by the internet and social media (
= .128; p < 0.001) significantly influenced consumers’ intention to purchase. However,
attitude toward the social media site, entertainment, informativeness, irritation with social
media, perceived quality, and attitude toward marketing with social media, perceived benefits
of using social media, fear about marketing with social media and attitude toward Facebook
did not significantly influence consumers’ purchase intention. Brand Loyalty - The results
show that entertainment (f = .169; p < 0.05), perceived quality (f = .328; p < 0.001), brand
awareness (B = .206; p < 0.001) and intention to buy ( = .218; p < 0.001) significantly
influenced consumers’ brand loyalty. Nonetheless, attitude toward the social media site,
social media usefulness, informativeness, irritation with social media, attitudes toward
marketing with social media, benefits of using social media, intensity of social media usage,
perceived benefit of social media, being affected by internet and social media, fear about
marketing with social media and attitude toward Facebook did not influence consumers’
brand loyalty.

4.2 Australia

Purchase intention - The results reveal mostly similar pattern to the Indonesian
consumers. Social media usefulness (f = .136; p <0.001), brand loyalty (B =.159; p <0.001),
perceived quality (B = .171; p < 0.001), brand awareness (f = .262; p < 0.001) significantly
influenced consumers’ purchase intention. Attitudes toward the social media site,
entertainment, social media usefulness, informativeness, irritation with social media, attitude
toward marketing with social media, perceived benefits of social media, social media usage,
being affected by interned. Brand Loyalty — The analysis show that entertainment (p = .182; p
< 0.001), perceived quality(p = .353; p < 0.001), being affected by internet and social media
(B = .070; p < 0.05), and purchase intention (f = .175; p < 0.001) significantly influenced
consumers’ brand loyalty. Similar to consumers in Australian, attitude toward the social
media site, entertainment, social media usefulness, informativeness, irritation with social
media, perceived quality, brand awareness, attitude toward marketing with social media,
perceived benefits of social media, social media usage and attitude toward Facebook did not
significantly influence consumers’ brand loyalty.



5.0 Implications and Limitations

The results in both countries indicated that not all features provided by social media
influence consumers’ online behaviour. It shows that social media usefulness is a key factor
to encourage consumers’ purchase intention. Managers need to ensure that social media sites
provide adequate information need for consumers to make a purchase. For example, regular
announcements about special rates for airline companies, hotels and restaurants. This will
allow users to evaluate among alternatives to reach satisfying exchanges. Moreover,
entertainments, along with perceived quality are key factors influencing consumers’ brand
loyalty. Thus, in the context of social media promotion, the element of entertainment should
become a key feature of its social media. For example, creating regular games, hash tag
competitions, and giving rewards to followers. These activities will attract consumers to keep
engaging with the social media sites and encourage them to share with others. This study
has limitations, it is a cross sectional study. Hence, a longitudinal survey is needed to explore
the changing roles of social media as perceived by consumers. This study did not look at a
specific social media site (Facebook, Twitter, Instagram, Pinterest, etc.), but instead looked at
the general consumers’ attitude toward social media. Facebook attracts seven times more
engagement than Twitter (Adler, 2013). Thus, future research which looks at a specific
social media platform may produce different results. Nonetheless, the results provide some
preliminary insights into consumers’ reaction toward social media marketing which is
becoming an important platform in managing a successful marketing strategy.
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Appendix

Table 1. Regression Results for Indonesia and Australia

N | Variabel Dependant Variable Dependen Variable
o INDONESIA I AUSTRALIA
Purchase Brand Loyalty Purchase Brand Loyalty
Intention Intention
Beta Sig Beta Sig Beta Sig Beta Sig
1 | Attitude toward the .048 450 | -.013 .840 | .062 150 .052 252
social media site
Entertainment 110 .087 | .169 .009 | -.021 .606 .182 .000
Social media 237 .000 | -.033 571 | .136 .000 -.024 .549
usefulness
4 | Informativenes .020 .708 | -.117 .026 | -.051 174 -.033 400
5 Irritation .052 282 | -.004 928 | -.005 .866 .034 .324
6| Brand loyalty 213 | 000 [INNNNINN 150 | oo [FERRRNRN
7 | Perceived quality -.008 891 | .328 .000 | .171 .000 .353 .000
8 Brand Awareness .169 .003 | .206 .000 | .262 .000 .032 433
9 Attitude toward -.071 .298 .062 .370 .039 436 -.073 .164
marketing with social
media
10 | perceived benefits of .034 .623 | -.060 392 | -.013 .783 .094 .059
social media
11 | social media usage 142 | 011 076 182 | 063 | 112| -070 095
12 | Being affected by 128 | .013 | -056 283 | .060| .075| .070 .049
internet and social
media
13 | Fear about marketing 050 | 327 | 034 512 | -052 | 17| .029 401
with social media
14 | purchase intention - 218 .000 _ 175 .000
15 | Attitude toward 0311 536 | 04 936 | .045| 243 | 076 060
Facebook
Adjusted R? 66,3% 65,4 % 65.7%/42% 61.3%/ 36%
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Abstract

This working paper examines the role of the golf endorser in influencing the purchasing
behaviour of female golfers with respect to golf equipment and clothing. This involved a
comparative study of North American and UK female golfers. This paper reports on
one phase of the research: twenty in-depth interviews (ten with UK female golfers and
ten with North American female golfers). The key findings identify that British female
golfers do not perceive the professional female golfer as a celebrity. In contrast the
North American golfers believe the professional female golfer has a well-known status.
A unique finding was that nationality played a key role in connecting with the female
golf consumer.

Keywords: celebrity, endorsement, golf, advertising, promotion.

Track: Advertising and Sales Promotion

Introduction

The aim of this working paper is to explore the role that the golf endorser plays in shaping
and influencing UK and American female purchasing of golf equipment and clothing.

Golf is a male dominated sport in the UK and Ireland, with only 14 percent female
participants (KPMG 2013), the United States of America with 19 percent (National Golf
Foundation 2013), and Canada with 24 percent (Canadian Heritage 2010). The political
history of golf has oppressed female golf participation (Haig— Muir 1998), thus today
creating the perception of an old man’s sport (Williams et al 2013). Britain, the home of the
Royal and Ancient Golf Club of St Andrews (R&A), governing body for golf, and North
America home of the Professional Golf Association (PGA) of America, are central to this
historical oppression. Williams, et al (2013) identify that women feel there is a lack of public
support in society for female golf participation. Chun and McQuillan (2003) propose that it is
those in positions of power, media framers, which have the ability to change language usage.
Thus, the global brand has the ability to make political, social and economic change through
the message it promotes to its target audience (Helstein 2003).

Literature review

McCracken (1989) defines a celebrity endorser as someone who relishes media attention, and
uses their acknowledgement in the public eye to publicise consumer goods. McCracken
(1989, p318) states that, ‘the celebrity world is one of the most potent sources of cultural
meaning at the disposal of the marketing system and the individual consumer’. Thus,



celebrities provide a visual means of defining society by illustrating ideals of success in life
that people seek to have. Masterman (2009) identifies that in the literature there are to human
processes that explain the effectiveness of endorsement: the identification process and the
internalisation process of social influence. The identification process is where a consumer is
likely to embrace the attitude and behaviour of another individual or a group, as they can
identify with them, whereas the internalisation process is where an individual is influenced by
a subject due to the congruence with their value system.

Female Golf Endorsement

Grau, et al. (2007) analysed the impact of golf endorsement discovering that from a total of
twelve golf adverts analysed, there was no female golfers featured. Williams et al. (2013)
observe that young female golfers associate a stereotype of golf being an old man’s sport, and
the lack of societal support reinforced this idea. The following quote captures the message. ‘It
may also pose a problem if men never see a female athlete endorser since this may serve to
further ingrain negative stereotypes’. (Grau, et al. (2007, p63)

Stone et al. (2003) propose that for an athlete endorser to be selected they should hold two
keys elements: credibility and desirable personal characteristics. An athlete endorser’s
credibility is defined as being “at or near the top of the list of athletes representing their
respective sport, particularly in terms of possession of the sort of skills needed to compete at
the highest level, as well as having some record in success of winning” (Stone et al. 2003,
p96)’.

Global golf brands are exploiting female endorsers through the ‘sexualisation’ of the adverts.
Sex appeal can be defined as, using the deliberate use of nudity or near-nudity, to appeal to
an audience through suggestive dressing and posing (Liu, Cheng and Li 2009). LaTour and
Henthorne (1993) found that women had negative attitudes towards adverts that displayed
women in a provocative manner. Thus, targeting female golfers with provocative adverts is
likely receive a hostile response. LaTour and Henthorne (1994) found that both men and
women had ‘ethical’ concerns about exploiting a women’s femininity within adverts. The
authors propose that brand manufacturers must consider the reaction of their target market to
such advertisements, and reflect on the greater ‘social impact’ of their behaviour.

Williams et al. (2013) identified that younger women did not want to be associated with the
typical image of a frumpy masculine women, and proposed that golf needed to be
modernised. It can be suggested that brand manufacturers are trying to oppose this perceived
butch view by excessively promoting femininity. Knight and Giuliano (2001) propose that
being portrayed as attractive helps moderate the perceived conflict of the female gender role
in partaking in sport. Yet, Haig- Muir (1998) suggest femininity may detract from the golfing
success of a female professional. Another perspective could suggest that golf brand
manufacturers are attempting to appeal to a male market, as feel they need male approval.

Female golf is experiencing a degree of sexism, as arguably brand endorsements are focusing
on a female’s attractiveness instead of their credibility. Ambivalent sexism is separated into
two constructs based on societal development: hostile sexism, and benevolent sexism. Hostile
sexism is where negative stereotyping belittles women in negatives ways that attempt to
establish male dominance, whereas benevolent sexism is where women are idealised into
traditional female roles of how they are valued in society (Glick et al 1997).Thus, female



discrimination, whether through positive or negative intentions, is the ignorance of a
women’s true capabilities mentally and physically. This discriminative behaviour is the
expression of male dominance (Mackinnon 1982), within the provision of golf. Theberge
(1987) identifies that discrimination of women in a sport contributes to overall practise of
patriarchy in society. Thus, it can be proposed that global golf brand are negatively
influencing the feminist ‘cause’ of liberation, and oppressing female golf participation.

Methodology
The objectives of this phase of the research were as follows;

0 to explore the present position of the women’s role within society from the female
golfer’s perspective

O To explore the power of the global golf sports brand and its present ability to engage
the hedonic desires of British and North American female golfers through the equipment and
clothing brand experience

0 To explore how male versus female athlete endorsers inspire the female consumption
of golf equipment and clothing, assessing its influence on the buying process until the
moment of purchase

O To holistically determine the impact global golf brands are having on encouraging
female golf participation

Twenty in-depth interviews were carried out with female golfers: ten based in the United
Kingdom and ten in the USA. The British in-depth interviews were conducted face- to-face to
allow for the observation of body language, to interpret hidden meanings within participant
answers. The international interviews were conducted via Skype video conferencing. An in-
depth interview was selected above a focus group, where an interview is conducted with a
group of respondents at a time (Wilson 2012), as it would have been difficult to reach groups
of North American female golfers in Britain. The subject of female discrimination could also
prove sensitive, thus within a group individuals could feel anxious to share their true
opinions. The three authors established and reviewed the themes and transcripts of the
interviews and also the various iterations of analysis in order to reduce potential bias. The
themes were generated from a thorough review of the literature. They were also confirmed
from in-depth interviews with stakeholder such as branders and retail store managers (not
reported in this paper). The interviews were transcribed verbatim and analysed using the
qualitative software package Nvivol0 as a data management tool. Interviews were adopted
as an appropriate research design for the study which focused on understanding the dynamics
present within a single setting (Eisenhardt, 1989). The participants were selected using the
following criteria: the female golfer must be an amateur golfer who has a certified golf
handicap or a teaching golf professional. Golf consumers were also selected by three age
categories:

[ Generation Y (18-29)
O Generation X (30-45)
0 Boomers (46- 65)



Findings and discussion
Four main themes were explored with the respondents during the in-depth interviews.
Theme one: Purchasing golfing equipment.

The majority of female British and US golfers indicated that there was no perceived financial
boundaries when purchasing golfing equipment. Interviewee (4: A) quoted,

‘Like a putter | would spend 150 to 200 pounds if I really, really wanted it, I wouldn’t have a
limit”’

Female golfers tried to provide a rationale behind their premium purchasing behaviour,
interviewee (1: A) quoted,

‘I mean you can get drivers that are a hundred and ninety nine pounds and you can get
drivers at three hundred and fifty pounds, so the three hundred and fifty one would have to be
so much better than the one hundred ninety nine pound one for me to buy it’

During the decision making process consumers from Britain and North America only allow
global brands to be deliberated within their initial consideration set of equipment. Holt et al.
(2004) proposed that global golf brands were an indicator of quality signal. For the British
golfer there is a clear link between the global golf equipment brand and the perceived
superiority. For the North America golfer they are likely to include the brand of their first set
of golf clubs in their initial consideration set. Arguably, the memories of learning to golf act
as a nostalgic trigger in the mind of the female golf consumer when purchasing equipment.

Theme two: Purchasing golf clothing

British female golfers show they were very mindful of the price of golf clothing. Interviewee
(1: A) quoted,

‘Like a golf top | would really not want to spend more than about twenty pounds. So you
know on holiday dollar wise, if I can get one for fifteen dollars or twenty dollars in the sale,
thirty is pushing it. But some of the very expensive ranges will have some really nice stuff but
it will be like seventy to eighty dollars a top and I’m not prepared to pay that’

Female golf consumers recognise they are not receiving good value for money with branded
golf clothing. Interviewee (4: A) quotes,

‘I would say there are some brand names that | wouldn’t pay the money for ..... golf clothing
can be really expensive, you know and therefore you think why would | spend a massive
amount of money on that’ .

Similar views were expressed by the US respondents.

The British female golfer demonstrates they like to maximise their money and time across
various leisure activities, thus have a strong focus on the practicality of clothes. North
American consumer like to show their golfing status by wearing the golf brand name.
Arguably it will allow them to conform to female golfers at their golf club or at external
competitions. Holt et al. (2004) identify that global brands have a global myth that brings
communities of people who have similar hedonic desires together. This brand orientation



suggests there is an elitist subculture of female golfers within North America. British female
golf consumer display greater individualism through clothing consumption.

Theme three: Golf endorsement.

British golfers in general observed that the professional female golfer had “limited reach-out”
with the golfing community. Interviewee (3: A),

‘It’s quite hard for female golfers because there is not a lot of coverage, there is not a lot of
media attention and there is not a lot of endorsements like when is the last time you saw a
female golfer on the front of bunkered.....unless your into female golfer then a lot of people
don’t really know who the key players are in golf, whereas pretty much everybody knows who
the key players are in male golf even if they are not that interested in golf’. In contrast, North
American females felt professional female golfers did have a growing star status. Discussing
a golf tournament, interviewee (3: B) states,

“There was Annika Sorenstam here, there was Laura Davis, so there was a lot of women who
were icons and they were really treated like celebrities’

The significance of physical female attractiveness is overriding the skills of the professional
female golf players in both cultures. Haig- Muir (1998) agrees emphasise on a women’s
looks may detract from their golfing achievements as a professional golfer. There is a clear
link between being physically good looking and popularity within the women’s golf game
that is not present in men’s professional golf.

Theme four: Impact of Golf Endorsement on the Decision-making

The majority of female golfers are only able to identify with male golfers and the golf clubs
they use. Interviewee (4: A) states,

‘for most other ladies | couldn’t tell you what clubs they play, whereas with guys | would
probably be able to tell you they are a Callaway or TaylorMade guy’

Thus, male golfers raise awareness of global golf brands but there was no evidence that this
influenced their decision making. Female golfers displayed they would be interested to find
out what female professional golfers are playing with. The male golfer acts as a trigger the
buying process for the consumer to test a product. Interview (1: B) illustrates,

‘I think Ricky (Fowler) kind of took over the limelight of advertising. Like you see a few ads
for other brands but it’s not, like one that is sticking out in my head is when he is hitting
oranges with his driver .....you remember those things ..... One of girlfriends now hits a
cobra, she probably would have never tried it out before but she went and hit it’.

For British and North American golfer it appears that women have no choice but to be
influenced by male golfers as there is so little media interest in the equipment female golfer’s
use. The teaching professional has a major influence over helping the consumer decide on
their initial consideration set of clubs. Interviewee (1:B) states

Like when our pro hosts demo days they will bring in a rep from Ping and TaylorMade or
Callaway and things like that and they will have demo days on the range so we can just go
out and hit everything that’s new”.



Recommendations and conclusions

The celebrity as a critical source of cultural meaning has been clearly illustrated by the male
dominance of golf endorsement reflecting on the lack of awareness of professional female
golfers within Britain and North America (McCracken 1989). The Ladies professional
Golfing association implemented a campaign to increase the status of professional LPGA
players twelve years ago (Nancy Berkley 2014). This study show they have semi- succeeded
by altering the North America female’s perception of a professional female golfer as an
athlete into a celebrity. The increasing support of brand endorsement of specifically North
American professional female golfers has also been identified as a critical element of this
change. Yet, in Britain the playing professional female golfer is not given any recognition,
partially due to a lack of success. Thus, this study uniquely identifies that acknowledgement
of female golfers within the same culture by golf brands are significant to capture the hedonic
desires of British golf consumers. British female golfers have no role models to inspire young
women, thus stagnating the progression of female golfer participation and product
consumption.

Table of recommendations.

1. For equipment brand manufacturers targeting women in Britain and America, the first
recommendation is to treat male and female golf club shafts and swing weights neutrally
in their labelling and technology design, instead of segregating women by promoting
ladies golf clubs

2. Clothing brand manufacturers need to re-engage the British female golf consumer by
implementing a cheaper golf range of clothing in addition to their luxury collections

3. Female golfers should be targeted through the golf membership card scheme specific to
each country in the UK, e.g. Scottish golf membership card. For accessibility to female
members it is recommended that the brands form a partnership with the Scottish, English,
Irish and Welsh Golf Union immediately.

4. Brand manufacturers for equipment and clothing need to instantly eradicate the use of
non-credible female golf models within adverts.
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Abstract

Tourism is one of the largest contributors to the Australian economy and in recent years,
Australia has heavily promoted itself as an ecotourism destination to overseas markets
including China. Advertising is a major communication tool when marketing Australian
ecotourism overseas; however, there is little empirical evidence on the effectiveness of
ecotourism advertising. The current study takes an initiative in exploring the impact of
advertising congruity on Chinese ecotourists’ attitude towards Australian ecotourism
advertisements. The results show that the ad image-ecotourism, ad description-ecotourism,
and overall ad-ecotourism congruity all have positive relationships with a respondent’s
attitude towards the advertisement. Theoretical and practical implications are discussed.

Keywords: ecotourism, advertising, congruity, image, attitude, China, Australia.

Track: Advertising and Sales Promotion

1.0 Introduction

Tourism is the third largest export sector in Australia (Australian Bureau of Statistics, 2014).
China is a critical market for Australian tourism as it is Australia’s second largest tourist
source country (Australian Bureau of Statistics, 2014). Chinese tourists ranked first in terms
of total trip expenditures (a total of $5.7 billion in 2014) (Tourism Research Australia, 2015).
By 2020, China is expected to become Australia’s largest source country (Tourism Australia,
2011).The ecotourism market in China has risen in the past decade since its introduction in
the 1990s (Cheng et al., 2013; Zhong et al., 2007). There were 1.9 billion domestic trips in
China in 2009, of which 333 million were ecotourism trips. Around 80% of China’s nature
reserves now have some form of ecotourism feature (Chappell, 2012). Chinese ecotourists are
increasingly interested in taking ecotours in foreign countries, including Australia. No
previous study has empirically examined Chinese ecotourists’ attitude towards ecotourism
advertisements, which provides the opportunity for the current study. The main objective of
the study was to examine Chinese ecotourists’ responses to Australian ecotourism
advertisements from an advertising congruity perspective.

Tourism is also an important export industry for Western Australia (WA), accounting for
3.6% of the State’s Gross State Product and 6.9% of the State’s employment (Tourism
Western Australia, 2013). However, only 4.9% of Australia’s Chinese tourists visited WA
(Tourism Research Australia, 2015). Although WA is famous for its nature-based tourism
attractions, it may have a weaker position as an ecotourism destination than other states or
territories (Tourism Western Australia, 2012). Thus, it is not surprising there are only four



empirical studies related to WA ecotourism (Finucane and Dowling, 1995; Genter et al.,
2007; Hughes et al., 2005; Norman, 1999), of which the Hughes et al. (2005) study was the
only one that examined WA’s ecotourism from a marketing perspective.

2.0 Literature Review
2.1 Ecotourism advertising

Advertising is important for tourism and past research has demonstrated its cognitive,
affective and behavioural effects on consumers (e.g., Vakratsas and Ambler, 1999).
Cognition effects include attitudes towards the advertisement and/or the destination (Rasty et
al., 2013). Affective effects in tourism include feelings or emotions towards an advertisement
and/or advertised destinations (Hyun et al., 2011). Behavioural effects are often measured by
intention to travel or plan to travel (Rasty et al., 2013). These effects are largely dependent on
how well viewers process advertisements that contains different elements, such as image,
description and slogan. Image is important to tourism advertisements and most tourism
advertisement include image of the advertised destination.

Ecotourism advertising has been rarely researched, perhaps because ecotourism is a relatively
new area of tourism. There are various definitions of ecotourism. Weaver (2008) suggested
ecotourism is nature-based tourism, focused on learning or education and offers benefits to
the environment and local economies. Buckley (2013) argued ecotourism is concerned with
sustainability, although most government agencies regard ecotourism as nature-based tourism
and do not mention sustainability. In the current study, ecotourism was defined as nature-
based tourism that focuses on preserving the environment, benefiting local economies and
educating travellers. As noted earlier, empirical studies on ecotourism advertising are scarce.
An exception was Reiser and Simmons’s (2005) study, which found ecotourism labels helped
develop a positive attitude towards an advertisement and the advertised destination.
Additionally, Chang et al. (2005) found the use of a celebrity aboriginal endorser was more
effective in achieving a favourable attitude towards an advertisement than was the use of a
non-celebrity aboriginal endorser. Many important questions remain unanswered, however;
one of which is the impact image or other ad elements have on people’s attitude towards an
advertisement.

2.2 Meaning transfer and congruity in advertising

The Meaning Transfer Model (e.g., McCracken, 1989) suggests an object’s meaning can be
transferred through images. The Meaning-Transfer Model has been widely adopted in
advertising because most advertisements contain images. Previous advertising research has
focused on meaning transfer through the use of celebrity endorsers (e.g., Campbell and
Warren, 2012; Hanrahan and Liu, 2013). A successful meaning transfer from an image in an
advertisement to an advertised brand, however, depends on a number of important factors, of
which perceived congruity is one (Shimp and Andrews, 2013). Congruity has been well-
researched in marketing. Previous studies such as McLaughlin (2009), have examined
different types of congruity including self-congruity, product-congruity, and advertising-
congruity. Self-congruity study refers to the congruity (or fit) between an object (such as a
brand) and a consumer, is often studied in brand-related studies (Sirgy, 1990). For example,
Liu et al. (2012) examined the impact three types of self-brand congruity (brand personality
congruity, brand user congruity and brand usage congruity) had on brand attitude and brand
loyalty.



Advertising congruity, which includes two types of congruity (elements within the
advertisements, such as images, appeals, endorsers, descriptions, and labels, and elements
around the advertisements, such as target consumer, context, product category), is less
researched. Congruity can happen between any elements from the within-advertisement
category, or the around-advertisement category or a mixture of both. McLaughlin (2009)
categorised advertising congruity into four types (advertisement and context congruity,
advertisement and product congruity, advertisement and advertiser congruity, and
advertisement and other commercial component(s) congruity). Advertisement-Product
Category congruity refers to the perceived congruity between elements within an
advertisement and the advertised categories (Chandon et al., 2000). Kamins (1990) found
perceived congruity between an ad endorser (e.g., attractive/unattractive celebrities) and an
advertised product category (high-attractiveness luxury car/low-attractiveness computers) had
a significant impact on brand purchasing intentions.

Congruent advertisements are better than incongruent advertisements in generating positive
attitudes or feelings towards an advertisement. For example, Kamins et al. (1991) found a
viewer’s perceived congruity between the emotions reflected in a tourism advertisement and
the media invoke more positive attitude towards the advertisement. Further, Rifon et al.
(2004) found congruity between the description of an advertisement (ad description) and an
advertising website used to display the advertisement resulted in more positive attitude
towards the brand. Congruent advertisements can also generate a better purchasing intention.
Kamins et al. (1991) found congruent advertisements were better at invoking an intention to
use an advertised service. Conversely, incongruent advertisements lead to frustration or other
negative feelings (Mandler, 1981), or a less favourable attitude towards an ad (Shen and
Chen, 2006).

Advertising congruity has not been widely researched in an ecotourism context. One
exception was Beeton (1998), who found perceived congruity between an endorser and
ecotourism increased travel intention to an ecotourism destination. Chang et al (2005) also
found a positive relationship between the perceived congruity of an endorser and an
advertisement an attitude towards an ecotourism advertisement. However, it is unclear if
these results can be generalized to an international ecotourism context. If a Chinese
ecotourist believes the image of an Australian ecotourism advertisement fits his or her
perception of ecotourism, will this perceived congruity help form a favourable attitude
towards the advertisement? As discussed earlier, an advertisement contains many elements
(e.g. image, description, label, endorser and appeal). An ad viewer’s overall perception of an
advertisement may not necessarily be the same as his or her perception towards an element of
the advertisement (Shimp and Andrews, 2013). Thus, this study examined the congruity
between an advertising element and the advertised product category (ecotourism, in this
case). Three advertising congruities were studied (ad image-ecotourism congruity, ad
description-ecotourism congruity and overall ad-ecotourism congruity), which led to a
number of hypotheses, namely:

H1: The ad image-ecotourism congruity has a positive and significant relationship with an
ecotourist’s attitude towards an ecotourism advertisement;

H2: The ad description-ecotourism congruity has a positive and significant relationship with
an ecotourist’s attitude towards an ecotourism advertisement;



H3: The overall ad-ecotourism congruity has a positive and significant relationship with an
ecotourist’s attitude towards an ecotourism advertisement.

3.0 Methodology
3.1 Research materials

A total of 59 WA ecotourism advertisements were initially selected. Some were obtained
from WA Ecotourism, while the others were provided by a Perth travel agency. An expert
panel including academic and industry experts examined the advertisements in terms of their
appropriateness in representing ecotourism in WA. Tourism advertisements use three major
types of images (scenery, animal and people) (Morgan and Pritchard, 2001). Thus, three
advertisements were chosen that featured an indigenous (Noongar) WA (Ad 1), a whale shark
(Ad 2) and the Margaret River Region (Ad 3). The questionnaire was developed in English
and back-to-back translated into Standard Written Chinese.

3.2 Design and measurement

A questionnaire was used in this study. Respondents were exposed to three WA ecotourism
print advertisements and answered questions about each advertisement after each exposure.
Attitude towards an advertisement was measured using Hartmann and Apaolaza-Ibafiez’s
(2012) single-item measurement. Subjects were asked to report their attitude towards the
advertisement based on a 1 to 5 scale (“17- least favourable and “5”- most favourable).
Bergkvist and Rossiter (2007) have found one item is appropriate for attitudinal constructs
such as attitude towards an advertisement or a brand. Attitude towards an advertisement was
also measured in this way by Brodie et al. (2009) and Franke et al. (2009). Perceived
congruity has also been measured by one- or two-item scales in a number of studies (e.g.
Swaminathan et al., 2009; Wang et al., 2009). Here, perceived congruity was measured by a
single item with “yes” or “no” answers (“no” was coded as “0,” while “yes” was coded as
“1”). Ad image-ecotourism was measured by asking “is there a congruity between the ad
image and the ecotourism in your view?” Ad description-ecotourism congruity was measured
by asking “is there a congruity between the ad description and the ecotourism in your view?”
Overall ad-ecotourism congruity was measured by asking “is there a congruity between the
overall ad and the ecotourism in your view?”

4.0 Data Collection and Analyses

A total of 29 Chinese ecotourists were interviewed. Respondents were approached at a
Chinese Church in Perth through acquaintances. The church has frequent visitors from
Mainland China. Respondents were not Australia citizen or permanent resident at the time of
the interview, had to like ecotourism and had to have taken at least one ecotour in WA in the
past two years. The average age was 26 years and 27% were males. Table 1 summarizes the
averages of three types of congruity and attitude towards the advertisements. Results showed
Ad 2, which featured the Whale Shark, had the highest averages in all of the three advertising
congruities, as well as attitude towards the advertisement, followed by Ad 3 featuring the
Margaret River Region and Ad 1 featuring the indigenous people.



Table 1: General Results

Ad No. Image-Eco Description-Eco Overall Ad-Eco Attitude Ad
Congruity Congruity Congruity
Ad 1 0.41 0.72 0.52 2.83
Ad2 0.66 0.79 0.59 3.86
Ad3 0.59 0.76 0.52 3.34

Correlation tests were used to examine the relationships between advertising congruity and
attitude towards the advertisement. There was a significant relationship between ad image-
ecotourism congruity and attitude towards Ad 1 (Correlation=0.51, p<0.01). However, this
was not the case for the other ads (Ad 2: Correlation=0.13, p=0.52; Ad 3: Correlation=0.23,
p=0.23). Thus, H1 was only partially supported. A significant and positive relationship was
found between ad description-ecotourism congruity and attitude towards Ad 2
(Correlation=0.47, p=0.01). Neither Ad 1 nor Ad 3 had a significant result in this regard (Ad
1: Correlation=0.13, p=0.51; Ad 3: Correlation=0.28, p=0.14). Thus, H2 was also only
partially supported. There was a significant and positive relationship between overall ad-
ecotourism congruity and attitude towards Ad 1 and Ad 3 (Ad 1: Correlation=0.55, p<0.01;
Ad 3: Person Correlation=0.48, p=0.01), but not for Ad 2 (Correlation=0.33, p=0.09).
Therefore, H3 was also only partially supported.

5.0 Summary and Discussion

This study examined the effectiveness of ecotourism advertising from an advertising
congruity perspective. The findings offer some empirical evidence for the suggested positive
relationship between the various types of perceived advertising congruity (including ad
image-ecotourism congruity, ad description-ecotourism congruity, and the overall ad-
ecotourism congruity) and attitude towards an ecotourism advertisement. The findings also
suggest the relationships between advertising congruities and attitude towards the ecotourism
advertisements are contingent on the image and description used in the advertisement.

The study has a number of limitations. First, the sample size was relative small. The number
of subjects is appropriate for the correlation tests used, but not suitable for more complex
analysis. Second, the survey design did not control for the order of the advertisements in the
interview. Third, duration of stay in WA was not taken into account. A few respondents had
been in WA for just a few weeks, while others had been in WA for a year or so. Consumers’
knowledge about WA or WA’s ecotourism may be affected by this, which may lead to
attitudinal differences. Future research should examine other advertising effectiveness
measures such as memory. A number of researchers (e.g., Lee and Faber, 2007; Russell,
2002) have found incongruent advertisements are not necessarily less effective, as they may
invoke higher recall and this issue also needs to be examined. Multiple levels of congruity or
incongruity should be studied in the future. For example, Pelsmacker (2002) found
incongruent advertisements may invoke more positive attitude towards an ad in high-
involvement situations. Similarly, Lewis & Porter (2010) found a moderate level of
incongruity was better than extreme congruity or incongruity. Personal factors, such as need
for cognition, may also influence the impact congruity has on advertising effectiveness.
Finally, demographic variables, such as age, gender and income, should be taken into
account in future research so as to develop a better understanding of ecotourists’ responses to
ecotourism advertisements (MacKay and Fesenmaier, 1997).




This study provided some empirical evidence about the relationship between advertising
congruity and attitude towards ecotourism advertisements. The findings suggest perception of
the congruity between image (or other advertising element) and ecotourism plays an
important role in the formation of attitude towards an ecotourism advertisement. Therefore,
ecotourism advertisers should pay careful attention to the design of the advertisement. The
findings, however, should be interpreted with caution due to the limitations noted earlier.
Nonetheless, it is hoped the current study will stimulate more interest in ecotourism
advertising.
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Abstract

It was not long ago that creating and broadcasting your own advertisements of
internationally branded products seemed delusional. Now not only is it possible, but
also achievable for anyone with access to the Internet. The networked environment
inspired many individual consumers to reach millions of peers around the world and
advise them on well-known brands through home-produced video-advertisements. The
objective of this research is to examine the attitudinal, behavioural and recall effects of
consumer-generated advertising (CGA) on viewer audiences. This was achieved by
implementing a mixed method design, which included focus groups and two
experiments. Findings suggest that disclosure of the consumer source is likely to
enhance ad evaluations when CGA is professionally produced and product involvement
is low. However, Source Salience (ad quality), Source Awareness and Product
Involvement significantly affect only the Cognitive component of Attitude towards the
Ad and the Attractiveness component of Credibility of the source.

Track 3: Advertising and Sales Promotion
Key words: consumer-generated ads, user-generated content, advertising, attitude, source
effects

1.0 Introduction

Over the past decade, the networked information environment has markedly increased
consumers’ autonomy and brought radical change to the advertising industry. Social media,
affordable digital gadgets and free editing software have enabled consumers to create their
own ads for well-known brands and to distribute them online or submit them to advertising
competitions (Berthon, Campbell, & Pitt, 2008). First known as vigilant marketing (Muiiiz &
Schau, 2007), consumer-generated advertising (CGA) was defined as consumer-created
brand communication with “the look and feel of traditional advertising” (Ertimur & Gilly,
2012, p. 115).

For decades, advertising has been dependent on centralised mass media communication,
where one-way marketing practices clearly dominated, usually from the company to the end
consumer (Deighton & Kornfeld, 2009). However, new opportunities provided individuals
with the option of not only passively watching advertisements produced by advertising
agencies, but now also creating TV ads without the need for expensive equipment or cable
access. Consumers embraced this new opportunity and transformed from passive viewers to
creators and communicators. As a result, a large group of diversely-motivated individuals,
not associated with relevant companies, can now reach millions of others around the world
(Benkler, 2006) and advise them on well-known brands. These changes are exciting but also
challenging at the same time. If previously brands were determined and controlled by a small
group of marketing professionals, now brands are largely influenced by consumers who are
actively co-creating brand meaning and brand value.

The emergence of consumer-generated advertising has been accompanied with the
widespread belief that CGA can possibly outperform traditional advertising (Lawrence,



Fournier, & Brunel, 2013). The Super Bowl tradition of screening consumer-generated ads
has shown that these have been consistently rated as top-favourites by the audience. On
several occasions, consumer-generated ads achieved first and second places in the USA
Today Ad Meter ratings, leaving behind advertising produced by corporations and their
advertising agencies (Frito Lay, 2014). The goal of this research is to examine the attitudinal,
behavioural and recall effects of consumer-generated advertising on viewing audiences.

2.0 Literature Review

2.2 Source Similarity and Opinion Change

Source of information is a multidimensional construct. Its conceptualisation has been
extended significantly since its inception, when two dimensions of the source, expertise and
trustworthiness, were identified by Hovland, Janis & Kelley (1953). McGuire (1985)
expanded source characteristics with attractiveness and power. Being closely related to
attractiveness (Byrne & Nelson, 1965), a similar source was found to be more influential for
opinion change (e.g. Berscheid, 1966). A number of studies show that people tend to be
persuaded more by similar, rather than dissimilar, communicators (Berscheid, 1966; Brock,
1965; Hilmert, Kulik, & Christenfeld, 2006; Mills & Jellison, 1968). In a networked society,
the consumer source is pervasive within online media content and its similarity to the
audience provides the capability to produce favourable attitude change and formation.
Consumer-generated information was previously found to be more persuasive in various
contexts compared to information provided by a company (Chang, 2011; Cheong &
Morrison, 2008; Goldsmith & Horowitz, 2006; Senecala & Nantela, 2004).

2.1 Consumer-Generated Advertising

The need to integrate consumer-generated advertising within a company’s marketing
strategy has encouraged scholars to investigate the effects of CGA. Despite the recent
academic interest in the CGA phenomenon, the results of past studies remain inconclusive. In
particular, it was documented that individuals frequently respond to ads created by fellow
consumers in a more favourable way (Lawrence et al., 2010; Lawrence et al., 2013). Yet
other research has found CGA to cause potentially negative responses among the audience
(Ertimur & Gilly, 2012; Steyn, Ewing, van Heerden, Pitt, & Windisch, 2011; Steyn,
Wallstrom, & Pitt, 2010; Thompson & Malaviya, 2013). These two lines of research display
an apparent inconsistency, which suggests that further study is needed that would not only
clarify and integrate these two lines of investigation, but also provide a more cohesive model
of CGA influence.

The present paper suggests that those inconsistencies may be linked to moderator
variable explanations. For instance, so far there has been little research on how production
quality of CGA impacts its outcomes. However, professional advertisers and filmmakers are
becoming increasingly involved with creating consumer-generated advertising (Dijck, 2009;
Ertimur & Gilly, 2012), so CGA quality ranges from amateur to highly professional. Factors
like this potentially moderate the effects of CGA, and this research was intended to address
this gap in the literature.

Therefore, the first specific research objective is to identify factors influencing viewers’
responses to consumer-generated advertising. Meanwhile, a second specific objective is to
identify under which conditions disclosure of the consumer source is likely to produce a more
favourable response.

3.0 Methodology
This research was completed in three consecutive studies (one qualitative and two
experimental), using an exploratory sequential mixed-method design. Mixed-method design



was implemented for a number of reasons. Firstly, for triangulation purposes in order to
enhance the credibility of the research findings. Secondly, to increase the breadth and depth
of understanding. Thirdly, to create a synergistic effect, which occurs when results from one
method develop or inform the other method. Fourthly, both qualitative and quantitative
studies may provide novel insights, which can lead to future research (Cresswell & Clark,
2011; Hesse-Biber, 2010).

4.0 Focus Groups

An initial qualitative stage was conducted to explore the phenomenon of consumer-
generated advertising and also assist in creating a quantitative model of CGA effects. During
this phase, two focus groups were conducted: one with CGA-viewers and another with CGA-
creators. It was challenging to find and recruit ad creators, so specifically for this purpose an
advertising competition was conducted among the students of Physical Education and Sport
Coaching in a large urban university. The experience of these contestants is similar to other
consumer ad competitions, while the demographic characteristics of participants match the
typical Internet contributors, who are normally between 12 and 26 years old.

Data was analysed using thematic analysis performed in NVivo. Data coding was
accomplished using the contrast-comparative method, which includes an open coding, axial
and selective coding (Strauss & Corbin, 1990). The resulting node trees were visualised using
NVivo models to help interpretation of the results. Thus, the primary thematic analyses
conducted within the essentialist paradigm aimed to reflect the reality of the CGA concept
(Braun & Clarke, 2006). Then, from a constructionist perspective, the analysis attempted to
unravel the surface of the phenomenon and theorise antecedents, contexts and conditions,
which enable individuals to exhibit certain attitudes towards consumer-generated advertising
(Braun & Clarke, 2006). In total, seven variables potentially affecting CGA-effectiveness
were identified. These are: recognition of consumer-generated advertising, advertising
quality, product involvement, expertise of ad creators, motivations of ad creators, scepticism
towards CGA and consumer’s creativity.

During the last step of the analysis — selective coding, the data were integrated again at
a higher, more abstract level of analysis (Strauss & Corbin, 1990). To do that, subsidiary
categories were related around the core category (Source Awareness) using a paradigm:
conditions, phenomenon, context, strategy and consequence (Strauss & Corbin, 1990). The
resulting rich qualitative framework included all emerging themes. To make it suitable for
quantitative testing, the model was further focused according to the interest of the current
research. As a result, the Salience-Involvement model of CGA effects was suggested.

5.0 Conceptual Model
The proposed Salience-
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The model has two moderators: Product Involvement and Ad Source Awareness. The latter
was defined as revealing information that is overly stated in the ads, often in a form of a
subtitle or a label, and other signals to the audience that the particular advertisement was
created by a consumer. The model also incorporates two mediators: Credibility and
Creativity. The quantitative model specifies the overall Credibility variable instead of three
different Credibility-related constructs identified during the exploratory stage: consumer
expertise, motivations of CGA-creators and scepticism towards CGA.

The suggested model was tested in two subsequent empirical studies. Since present
research is explorative, the convenience sample was used. Participants for the experiments
were recruited through local universities and various Facebook groups.

All the measurements for dependent variables were adopted from existing published
academic research. These include attitude towards the ad, attitude towards the brand,
purchase intention, brand recall, etc. Each scale composition and item loadings were checked
using a principle axis factor analysis, while internal data reliability was tested using
Cronbach’s Alpha procedure. Manipulations checks suggested that experimental
manipulations were successful for both experiments.

6.0 Study One

The purpose of the first study was to find which responses salient CGA is likely to
produce when advertising source is not disclosed to participants. The first experiment uses a
2x2, between-subjects experimental design in which levels of advertising Source Salience
(consumer-generated vs. company-generated) and Product Involvement (low vs. high
involvement) were manipulated. The sample consisted of 208 respondents: 102 females (49
per cent) and 106 males (51 per cent). Respondents’ ages range from 18 to 65. The age
groups 18-25 years old (30.3 per cent), 26-34 years old (37.5 per cent) and 35-54 years old
(25.0 per cent) are nearly equally represented in the sample. The data was analysed using a
series of ANOVA tests. Results reveal a largely negative impact of salient consumer-
generated advertising when the consumer source was not disclosed (Feredibility(1, 203) = 5.668,
p < .05, partial 5> = .027). However, under high involvement conditions, amateur CGA was
more entertaining ((F (1, 204) = 27.887, p < .001, partial n> = .120) and more likely to be
electronically shared with others (F (1, 204) = 8.228, p = .005, partial n> = .039). Meanwhile,
under low involvement, brands from consumer-generated ads demonstrated higher levels of
brand recall (F (1, 204) = 4.929, p = .023, partial n* = .023).

7.0 Study Two
The second study extends the results of the first one. The purpose of the second
experiment was to investigate how the outcomes of professional and amateur CGA will
change after source disclosure, under low or high involvement conditions. The second
experiment uses a 3x2x2, between-subjects experimental design. Here, levels of Source
Awareness (consumer-generated ads
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cent). Findings show that Source Awareness produces an interactive effect with Source
Salience and Product Involvement, which is significant only on two variables: the Cognitive
component of Attitude towards the Ad (F (2, 587)=3.191, p < .05, np2 =.011) and the
Attractiveness component of Credibility (F (2, 587) = 3.265, p < .05, np2= .011). Based on
significant results for Cognitive A,q and Ad Attractiveness, the data suggest when disclosure
of the consumer source may produce a more positive outcome. That is, disclosure of
consumer source is likely to enhance ad evaluations when the CGA is professionally
produced and involvement is low. Meanwhile, attribution of an amateur CGA to consumer
source is likely to have a negative impact.

8.0 General Discussion

8.1 Discussion

The digital revolution enabled by Web 2.0 has created a shift towards a more
‘participatory media culture’ (Bruns, 2008; Jenkins, Ford, & Green, 2013). The line between
producers and consumers is being blurred (Ritzer, Dean, & Jurgenson, 2012; Toffler, 1980),
as has that between advertisers and consumers. Virtually anyone can now reshape, reframe
and reposition well-known brands by creating their own advertisements. In a networked
environment, individuals are therefore exposed to ads from different sources, not only the
company itself, but also other consumers. While the number of consumers engaged in the
process of ad co-creation is relatively small (Arnhold, 2010; Comor, 2011), the majority of
consumers can observe and judge co-creations of other peers.

This research provides further insights into our understanding of the similarity between
communicator and message receiver. Traditionally, a similar communicator is considered to
be more persuasive than a dissimilar communicator (Berscheid, 1966; Mills & Jellison,
1968). However, this research demonstrates that in the context of CGA, the communicator-
receiver similarity does not necessarily result in a positive response. Instead, the positive
impact of CGA occurs only under certain conditions. This research contributes to the growing
literature on CGA by exploring the moderating role of advertising quality (Source Salience)
and Product Involvement.

Source Salience could potentially add another dimension to the traditional
conceptualisation of the information source, which incorporates source expertise and
trustworthiness (Hovland et al., 1953; McGuire, 1985), attractiveness (McCracken, 1989;
McGuire, 1985; Ohanian, 1991), familiarity, power (McGuire, 1985) and similarity
(McCracken, 1989; McGuire, 1985). Critical in the contemporary digital world, Source
Salience specifically characterises the consumer source in the context of consumer-generated
advertising and possibly other user-generated content. In CGA, it is often associated with
amateurism, involving a loss of visual quality, poor acting and immature content. This
research demonstrates that CGA-viewers prefer professionally produced (low salient)
consumer ads possibly because they value mostly the symbolic value of brands (Fournier,
1998; Rosenberg, 1979) thus enhancing their self-image and a further opportunity to see the
‘undressed reality’ of what the product is.

8.2 Managerial Implications

This research might be interesting for marketing practitioners who seek a better
understanding of consumer-generated advertising and wish to incorporate CGA in their
marketing strategy. This study can offer several recommendations. The data suggests that
marketing professionals may consider engaging with their audience through advertising
contests only among professional filmmakers or advertisers. If the company acquires amateur
CGA and is willing to distribute it, it might be better to do so without ultimately disclosing



the consumer source. The data also suggests that it might be more advantageous to use
consumer-generated advertising for low involvement products, rather than for high
involvement products in terms of overall effectiveness. In the end, it might be more sensible
to use CGA as a supplementary tool together with other more established marketing
practices.

8.3 Limitations and Future Research

Although the present research offers a robust set of studies to test the hypotheses, it is
important to address potential limitations and suggest directions for future research. The
experiments used a convenience sample, therefore the research would benefit from
replication. In addition, participants were limited to a single exposure to the stimulus ads,
which makes it more difficult to track changes in more enduring variables such as attitude
towards the brand, purchase intention and brand recall. Potential directions for the future
research comprise using a longitudinal research design, establishing partnership with a
company conducting CGA contests, exploring the effects of consumer creativity restrictions
and various types of CGA.
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Abstract

This study examines whether the skepticism towards green ads may be explained by
factors identified in studies in developed nations. The variables used in the present
study have been drawn from theory of planned behaviour and persuasion knowledge
model. The results of a descriptive survey (n=310) do not show a positive relationship
between environmental concern and skepticism toward green advertisement in the
Indian context. The study finds a strong positive relationship between conservation
behaviour and skepticism towards green ads implying that economic factors play a
major role in purchase behaviour. In addition, cynicism has significant positive effect
and informational utility has negative effect on skepticism toward green advertisements.

Keywords: skepticism, green advertisement, persuasion knowledge model, theory of planned
behaviour

Track: Advertising and Sales Promotion

1.0 Introduction

Skepticism dampens the positive impact of marketing communications (Paco and Reis
2012). Pago and Reis (2012) study on skepticism toward green advertisements in Portugal
was among the initial attempts to identify factors affecting skepticism toward green
advertisements. While Pago and Reis (2012) revealed that consumers with high
environmental concerns are more skeptical toward green ads, other studies on consumer
attitude toward green advertisements have yielded mixed results (Haytko and Matulich 2008).
For instance, Matthes and Wonneberger (2014) found such skepticism to be a mere
exaggeration. The lack of conclusive findings, therefore, motivated us to revisit skepticism
toward green ads. Apart from this, there are three more reasons for investigating skepticism
toward green ads. First most studies have been conducted in developed countries (Forehand
and Grier 2003; Mohr, Eroglu and Ellen 1998; Obermiller and Spangenberg 1998; Pago and
Reis 2012) where environmental regulations in terms of advertising are more established than
in developing nations (Sandhu et al. 2012) and green claims are scrutinized by regulatory
authorities (Fernando, Sivakumaran and Suganthi 2014). However, in developing nations like
India there are no guidelines on environmental claims in advertising the Advertising
Standards Council of India, which is a self-regulatory body, does not include environmental
claims (Fernando, Sivakumaran and Suganthi 2014). Second, each country has its own
national culture (Steenkamp, Hofstede and Wedel 1999) that can influence the way people
interpret and understand the same advertising messages and claims (Feather 1995; Fu and Wu
2010).



India has a large consumer base (Bijapurkar 2009) that may offer valuable insights on
skepticism towards green ads to marketers worldwide. Third, this topic is relevant in present
times and remains a progressing area of research. With the rise in environmental issues and
public concerns for environment (Roberts and Bacon 1997), there is growing pressure on
companies to disseminate information related to their environmental actions and impacts
(Halme and Huse 1997). Sandhu et al. (2012) note that institutional pressures in India have
led to an increasing number of companies implementing environmental practices by
procuring ISO 14000 certifications. Thus, marketers and policy makers would be keen to
understand the factors determining skepticism toward green ads in India and whether the
existing models (as the one proposed by Paco and Reis 2012) are sufficient to provide an
understanding of the phenomenon. Thus the objective of the paper is to examine whether the
skepticism towards green ads in emerging nations can be explained using the factors
identified in studies in developed nations.

2.0 Literature Review

Various definitions have been proposed for the construct of “skepticism.” Ford,
Smith, and Swasy (1990) highlighted the multi-dimensional nature of the construct. The
study used skepticism with respect to claim verification but stated that skepticism may also
be moderated by product class knowledge and experience. Obermiller and Spangenberg
(1998) adopted a similar approach, but identified the other dimensions of the construct like
skepticism based on advertisers’ motive(s), information about oneself or society, advertising
for specific audiences, and product type. Mohr, Eroglu, and Ellen (1998) expressed
skepticism from the viewpoint of specific target types-environmental claims in advertising
and packaging.

2.1  Factors Determining Skepticism toward Green Advertising

Skepticism toward Environmental Claims (SCE) in advertising, although separate
from general advertising skepticism, shares a significant positive relation with the construct
(Matthes and Wonneberger 2014). Theories used to understand skepticism are generally
employed to elucidate skepticism toward green advertising. Pago and Reis (2012) used the
Theory of Planned Behaviour (TPB) proposed by Ajzen (1991). They identified three factors
(environmental concern, conservation and buying behaviour) influencing green skepticism.
In their study they model skepticism as a cognitive response resulting from attitude
(environmental concern) and behaviour (buying and conservation). Matthes and
Wonneberger (2014) argued that green consumers may be described by their Attitude toward
Green Products (AGP), in addition to their environmental concern and buying behaviour.
However, Kalafatis et al. (1999 pp.441) noted that TPB is “more appropriate in well
established markets that are characterized by clearly formulated behavioural patterns” like in
case of UK as compared to Greece. Studies on India find that due to large consumer base and
diversity (Bijapurkar 2009), it is difficult to formulate clear behavioural patterns. Also, Indian
consumers are price sensitive and perceive green products as a mere tool to increase company
revenue (Kashyap 2013). Hence, mere adoption of the Theory of Planned Behaviour may not
be appropriate in the Indian context.

Consumers develop an understanding of the advertisers’ persuasion attempts and use
this knowledge to identify the situation that prompts skepticism, called “epistemic doubt”
(Boush, Friestad and Rose 1994). To cope with the persuasion attempt, consumers use



knowledge about their own response goals, and situational information and predict suitable
tactics (Friestad and Wright 1994). Environmental claims in advertising perform schema-like
functions such as guiding consumers’ attention, providing inferences about the background
that caused the advertiser to construct that ad, generating predictions about the advertisers’
attempt to persuade people, and evaluating overall competence (Friestad and Wright 1994).
As per persuasion knowledge model (PKM), it is likely that cynics do not believe
information, irrespective of the source, and attribute green ads to selling motives rather than
honest disclosure (Obermiller and Spangenberg 1998). Hence, Cynicism (Cyn.) is an
antecedent to Skepticism toward Green Ads (Obermiller and Spangenberg 1998). In addition,
following PKM, people with higher Self-Esteem (SE) have reduced needs to yield to others
and have developed knowledge to understand environmental claims (schemer schema) in ads.
Trait skepticism measures like cynicism and self-esteem, which are important in the case of
advertising skepticism, are useful to understand whether personality affects skepticism
toward green ads (Obermiller and Spangenberg 1998). Green ads act as a source of
information that helps in building persuasion knowledge (Friestad and Wright 1994).
Previous studies found that Perceived Environmental Knowledge (PEK) may improve
consumers’ ability to detect false claims (Newell, Goldsmith and Banzhaf 1998). All the
relevant variables in the Indian context are listed in Table 1.

Table 1 Variables, operational definition and their measurement

Variable Operational Definition Scale Used Previous Studies Measuring the Country of
Same Construct Study
USA
Roberts & Bacon (1997)
Environmen | Includes concerns related to the limits to Dunlap & Paco & Reis (2012) Portugal
t Concern | growth, pollution, steady-state economy, and Van Liere
. Matthes & Wonneberger (2014)
[EC] resource conservation. (1978) . USA and
measured EC using Schuhwerk & Austria
Lefkoftf-Hagius (1995) scale
CB is related to conservation activity and
Conservatio comprises a broad range of items: Pickett,
. dispositional activity, recycling of nondurable Kangun, & .
n Behaviour . . Pago & Reis (2012) Portugal
[CB] goods and packaging, preservation of Grove
resources, attitude toward packaging, and so (1995)
forth
Buvin Covers topics such as purchasing green Schuhwerk Paco & Reis (2012) Portugal
yims products, the attention given to packaging, & Lefkokk- Matthes & Wonneberger (2014)
Behaviour . . . . USA and
[BB] energy-efficient equipment, polluting or Hagius used Chang (2011) scale to measure Austri
recycled products (1995) Green Purchase Behavior [GPB] ustra
Skepticism Skepticism toward environmental claims in Pago & Reis (2012)
toxr))var ds marketers’ communications regarding Mohr, Portugal
Green Ad perceived exaggerations, misleading/ Eroglu, &
[SCE] conﬁJ.smg information, and the perception of Ellen (1998) Matthes & Wonneberger (2014) USA apd
truth in ads and packages. Austria
Cynicism Suspicion of other people’s motives, I%sgt;;e% Mohr, Eroglu & Fllen (1998) USA
[Cyn.] faithfulness and goodwill (1985) Obermiller & Spangenberg (2000) USA
Self-esteem | Involves feelings of self-worth and confidence | Rosenberg Obermiller & Spangenberg (2000) USA
[SE] in one's own abilities (1965) Bousch, Freistad & Rose (1994) USA
Perceived Ellen,
Knowledge | Involves ones’ perception about his/her Eroglu, &
about Env. | environmental knowledge Webb Mohr, Eroglu & Ellen (1998) USA
[PKE] (1997)
Information | The degree to which information can aid Hartmann & Matthes & Wonneberger (2014) USA an d
o o . . . Apaolaza- Austria
Utility individuals in making future decisions. Ib'a nez
[1U] (2012) Obermiller, Spangenberg & USA




MacLachlan (2005) used Puto &
Wells (1984) Information Scale

Source: Authors’ summarization
3.0 Methodology

The wvariables of the study were measured using 5-point Likert scale. The
questionnaire was pre-tested with 20 undergraduate students. Respondents were selected
through convenience sampling of students (undergraduates), similar to Pago and Reis (2012).
A final sample of 310 (with a response rate of approximately 89%) from a college in a
Metropolitan Indian City was used for further analysis. Demographic details were also
collected.

As the scales were adopted from literature, reliability was examined using Cronbach’s
alpha and was acceptable: BB (o = 0.79, M = 3.45, and SD = 0.712) and CB (o= 0.70, M =
3.85, and SD = 0.73), attitude toward green products (AGP; a = 0.81, M = 3.98, and SD =
0.73), Cynicism (Cyn.; a = 0.71, M = 3.94, and SD = 0.68), self-esteem (SE; a = 0.77, M =
4.14, and SD = 0.73), topic knowledge measured through perceived environmental
knowledge (PEK; o =0.75, M = 3.50, and SD = 0.71), and informational utility (IU; o = 0.82,
M = 3.49, and SD = 0.87). The original scale for EC used in Pago and Reis (2012) contained
12 items of which we dropped two which were not relevant in Indian context. This also
improved the reliability of the scale (a = 0.60, M = 3.82, and SD = 0.593). However, the
scale on skepticism toward green ads did not satisfy the reliability test and reported an alpha
coefficient of less than 0.50 (o = 0.46, M = 3.20, and SD = 0.778), even after removing an
item to improve reliability. The result was surprising because many studies have used the
scales and reported alpha values of more than 0.70. Simple factor analysis of the Likert scale
scores of four item scale of skepticism towards green advertisement was done using a
varimax rotation. The results showed that of the four items of the scale two items together
may explain total variance of the construct and is shown in Table 2 and Table 3.

Table 2 Communalities

Initial Extraction
SCE1 1.000 .858
SCE2 1.000 .309
SCE3 1.000 .651
SCE4 1.000 .625
Extraction Method: Principal Component Analysis.




Table 3 Total Variance Explained

Initial Eigenvalues Rotation Sums of Squared Loadings
Component| Total | % of Variance | Cumulative % Total % of Variance | Cumulative %
1 1.430 35.762 35.762 1.425 35.630 35.630
2 1.013 25.325 61.087 1.018 25.457 61.087
3 932 23.297 84.384
4 .625 15.616 100.000
Extraction Method: Principal Component Analysis.

In this case, there were two factors with eigen values greater than 1.“% of variance”
column shows that factor 1(Most environmental claims on package labels or presented in
advertising are true) account for 35.6% of variance while factor 2 (Because environmental
claims are exaggerated, consumers would be better off if such claims on package labels or in
advertising were eliminated) accounts for 61% of total variance of scale for skepticism for
green ads.

Kline (1999) noted that a reliability value less than 0.70 may be acceptable in the case
of psychological constructs, owing to the diversity of the construct measured. As skepticism
includes both trait and situational elements, we attributed low alpha value to the diversity of
the construct and proceeded with the analysis. Descriptive statistics, Analysis of Variance
(ANOVA) and Multiple Regressions were analyzed using SPSS. The model assumptions
(multicollinearity, heteroskedasticity and normality) were examined. Multicollinearity was
tested by examining variance inflation factor which was lower than five for all independent
variables. Breusch-Pagan / Cook-Weisberg test for heteroskedasticity could not reject the null
hypothesis of constant variance. Residual plot also suggested constant variance with residuals
scattered randomly around zero.

4.0  Results

The mean age of the respondents in this study was 20 years (mode = 19, SD = 1.741,
minimum = 16, and maximum = 30). Two-thirds of the respondents were male. The sample
consisted of 61% students from hotel management, 31% from architecture, and 9% from law.
Further, 34% students were in 1* year of graduation, 29% in the II year, 23% in the III year,
and 12% in the IV. Multiple Regressions was conducted for the model and the results are
presented in Table 4. The results found a significant positive relationship between CB and
SCE and Cyn and SCE, and a negative relationship between IU and SCE. The study did not
find a significant positive relationship between EC and SCE. Respondents were found to have
higher conservation behaviour than buying behaviour, suggesting that economic factors play
a more crucial role than environmental consciousness. This is because conservation activities,
such as saving electricity and water and recycling, reduce costs and Indian consumers have
been found to be price sensitive (Dutta et al. 2008; Manaktola and Jauhari 2007).

Previous studies have examined skepticism between women and men (see Shrum,
McCarty and Lowrey 1995; Haytko and Matulich 2008). Paco and Reis (2012) also examined
skepticism across gender and did not report any significant variation. The present study also
found no significant difference.



Table 4 Results of the Study

Model R R’ R 4. o
0.381° 0.145 0.122 0.729
Analysis of Variance
SQ Df QM F Significance
Regression 27.090 8.000 3.386 6.374 0.000°
Error 159.907 301.000 | 0.531
Total 186.997 309.000
Coefficient
Coefficient x T Significance
Constant 1.716 0.436 3.932 0.000
EC -0.086 0.074 -1.159 0.247
CB 0.134 0.062 2.141 0.033
GPB 0.054 0.060 0.901 0.368
AGP 0.064 0.067 0.948 0.344
Cyn 0.377 0.064 5.877 0.000
SE -0.028 0.059 -0.483 0.629
1U -0.113 0.054 -2.094 0.037
PKE -0.036 0.064 -0.556 0.578

EC-Environmental Concern, CB-Conservation Behavior, GPB-Green Purchase Behavior, AGP-Attitude towards
Green Products, Cyn.-Cynicism, SE-Self Esteem, IU-Informational Utility, PKE-Perceived Knowledge about
Environment, SCE-Skepticism towards Environmental Claims

? Predictors: EC,CB, GPB, AGP, Cyn., SE, IU, PKE, b Dependent Variable: SCE

The result after applying the PKM improved the explanatory power of the model from
3% to 15%. Personality trait and cynicism was found to be high and had a significant positive
relationship with skepticism. Information Utility, on the other hand, was found to have
significant negative relationship with skepticism. No relationship between perceived
environmental knowledge and skepticism was found. This indicates that perceived
environmental knowledge is not related to skepticism but the amount of information used by
consumers in making a purchase decision is related to skepticism.
5.0 Discussion

Against the backdrop of consumer skepticism toward green advertising claims
increasing worldwide (Leonidou et al. 2011); the present study examines the factors
influencing skepticism toward green advertising. Given the multidimensional nature of the
construct of skepticism toward green advertising, a single theoretical framework is inept to
identify the factors of skepticism. The present study has attempted to highlight the confluence
of theoretical framework by using the theory of planned behavior along with persuasion
knowledge model, which explains 15% of skepticism toward environmental claims.
Persuasion knowledge model has been applied in the marketing literature, particularly in
personal selling, advertising, and sales promotions. To the best of our knowledge, this is a

pioneering attempt to apply this model in the context of studying skepticism toward green
ads.

This study highlights the need to revisit the skepticism scale to capture its dimensions
in the context of a developing nation. A possible reason for high reliability of Mohr, Eroglu
and Ellen (1998) skepticism scale in previous studies may be attributed to the study sample
belonging to developing countries though a recent study (from developed nation) excluded
one of the four-items due to low reliability (see Matthes and Wonneberger 2014). Apart from
the country context, another reason could be due to use of student as sample and finally these
students were not shown any green ads, so they didn't have anything to evaluate.



The findings of this study have important implications for managers as insights into
consumer skepticism toward green advertisement can help companies design efforts to
minimize skepticism toward environmental claims. Developing nations have lower
environmental awareness (Earnhart, Khanna, and Lyon 2014) and a higher potential for
deceptive claims (Zinkhan and Carlson 1995). However, as consumers develop their schemer
schema, they may be more skeptical toward ads, which might have an adverse impact on
companies’ efforts to achieve legitimacy in the society (Leonidou et al. 2014).

6.0 Limitations and Future research

The present study has used multiple linear regression models that may be inadequate
to provide conclusive evidence of the identified factors which indeed may be antecedents to
skepticism towards green advertising. We propose to use A Structural Equations Model
(SEM), incorporating mediation and moderation effects to provide a more tractable account
of the phenomena.

In this study, the reliability of the scale for skepticism toward green ads proposed by
Mohr, Eroglu and Ellen (1998) was below the accepted level of 0.70. This opens up two
potential research avenues: first, this work should be replicated in another developing nation,
to confirm the findings of the present study. Second, a scale to measure skepticism toward
green advertising in the context of developing countries should be developed. A detailed
analysis of the scale was not undertaken as it was beyond the scope of this study. An
experimental design may also be used to verify the results of hypothesis.

The results of this study are based on a student sample confined to western India.
Future studies can verify the findings from other parts of India to examine whether geography
and state culture play a dominant role in skepticism toward green advertisement. Additionally
future research can extend the model to include surveys from actual consumers of products
and services.
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Abstract

Previous studies have not empirically compared the effect of product-related (PRNP)
and values-related negative publicity (VRNP) on consumers’ post-scandal information
processing strategies as well as the effectiveness of corporate responses to scandals. This
paper compares the effectiveness of defensive responses after PRNP and VPNP. Data
suggest that defensive responses are relatively more effective to deal with PRNP than
VRNP, because defensive response usually aims at changing consumers’ attributional
judgment after the scandal, and consumers rely more on attributions under the
circumstance of PRNP. Our findings indicate that the effectiveness of post-scandal
corporate responses can be influenced by the nature and types of scandals. Therefore,
managers should not adopt a blanket approach in crisis management.

Keywords:  Negative Publicity, Attributions, Brand Equity

Track: Advertising and Sales Promotion

1.0 Introduction

Negative publicity, more commonly known as scandals, has different forms and
contents. The comparison among different types of negative publicity is rare in the literature.
A majority of previous studies looked at instances of product-related negative publicity
(PRNP) or product-harm crisis, which is defined as the wide-spread negative information that
indicates a defect or danger embedded in a company’s product or service. PRNP implies a
reduction in functional benefits of market offerings, the impact of which has been extensively
studied in the literature (Rubel et al. 2011; Van Heerde et al. 2007; Zhao and Helsen 2011). A
second type of negative publicity is values-related negative publicity (VRNP), which is
defined as the reported egregious social performance of a company or brand (Pullig et al.
2006). Some examples are Home Depot’s racially insensitive post on Twitter, David Jones
CEO’s sexual harassment case, and JP Morgan’s recruitment policy of favouring the children
of political luminaries in China. Although VRNP is now frequently reported and attracting
publication attention, it is less researched. Moreover, comparisons between PRNP and VRNP
are also rare in the literature.

This paper compares PRNP and VRNP in terms of their impact on consumers’
processing strategy and the effectiveness of corporate responses, more specifically, defensive
responses. In a crisis of PRNP, consumers are driven to demand more psychological control
over the incident to avoid being affected by product harm and functional failures. This is
achieved through increased focus on elaborative reasoning such as causal attributions (Folkes



1984; Pittman and D'Agostino 1989). On the other hand, consumers’ processing of VRNP
involves the learning of non-product information. Although studies have suggested that
learning of non-product information also contributes to consumers’ brand associations,
consumers digest non-product information with a reduced need for accuracy (van Osselaer et
al. 2004). Therefore, we contend that both PRNP and VRNP influence consumers’ brand
associations, but the levels of reliance on attributions are different during the process. When a
company intends to defensively respond to a scandal, the major aim is to change the public
attributions from internal locus to external locus and from controllable to uncontrollable
attributions. If the attributional judgments are more relevant in the processing of PRNP, then
it is logical to predict that defensive response after a product-related scandal will be more
effective in influencing consumers’ brand learning than that of a non-product scandal
scenario. The theoretical contribution of the paper includes: (1) highlighting the difference in
consumers’ reaction to PRNP and VRNP; (2) studying the interaction between types of
negative publicity and attributions; (3) examining the contingent effectiveness of defensive
corporate responses after the blow of negative publicity.

2.0 Literature Review

Negative publicity, or scandal, is broadly defined as the non-compensated
dissemination of potentially damaging information through media or word of mouth. Pullig,
Netemeyer, and Biswas (2006) categorized negative publicity as either product-related or
values-related. The key difference between PRNP and VRNP is whether consumers believe
that a negative incident has direct impact on them through failed or harmful products (Dutta
and Pullig 2011). On the other hand, VRNP is related to questionable social performance of a
brand, including incidents related to racism, pollution, employee treatment and so forth.
Therefore, on a scale of consumer impact (from indirect to direct), PRNP implies direct
impact, while VRNP implies indirect impact on consumers. Research on the comparison
between the effects of PRNP and VRNP is sparse. While there are three papers (Dutta and
Pullig 2011; Pullig et al. 2006; Xie and Peng 2009) that include both PRNP and VRNP, the
main research purpose was not to compare consumers’ reaction process (e.g., attributions).
Furthermore, corporate defensive responses were not involved in these studies.

After the breakout of negative publicity, companies have multiple instruments
available to mitigate negative business impact. Several frequently adopted response strategies
are apologetic response (Kim et al. 2004), defensive response (Dawar and Pillutla 2000),
scapegoating (Gao et al. 2012), socially responsible initiatives (Yuksel and Mryteza 2009),
and compensational response or product recall (Chen et al. 2009). Absorbing all
responsibility and providing public apology were once considered an optimal response
strategy in all cases (Bradford and Garrett 1995; Garrett et al. 1989). However, recent studies
support a contingency-based view, suggesting that the relative efficacy of responses varies
from case to case and depends on the nature of the original scandal (Tybout and Roehm 2009;
Yuksel and Mryteza 2009). Therefore, managers are in a dire need to understand the
interaction between the features of the scandal and the response strategies. In this paper, we
choose to compare the effectiveness of defensive responses between PRNP and VRNP. A
defensive response is selected because it is one of the most frequently adopted strategy in
crisis management (Tybout and Roehm 2009). We define a defensive response as a type of
corporate actions toward the publicized negative information in which documents,
statements, evidences, and information are released to the public to clarify a company’s
actual involvement in the incident. Defensive response offers explanation on the causes of the
incident rather than simply disclaiming the existence of the incident, and it can be applied



regardless of legal responsibility the company holds in the incident. The main purpose is to
provide explanations for the negative incident from a company’s perspective. A company is
recommended to defend itself when there are strong evidences to indicate that the company
takes unnecessary blames for others. This paper predicts that the effectiveness of defensive
response is hinged on the relevance of attributions in consumers’ information processing. The
following paragraphs will provide theoretical arguments to explain the mechanism.

First, attributions are more relevant in PRNP than in VRNP (Gu and Sinha 2012).
Attributions are spontaneously activated among consumers when scandals are exposed.
Consumers deem causal attributions as a reliable means of evaluating a company or brand. In
the literature, Jorgensen (1996) proposed that attributions influenced consumers’ brand
confidence after a fatal plane crash. In addition, attribution tends to influence attitude toward
the company after PRNP (Griffin et al. 1991), to mediate the impact of negative product
information on brand evaluation (Laczniak et al. 2001), or to mediate the effect of pre-
scandal corporate social responsibility effort on consumers’ brand evaluation (Klein and
Dawar 2004). However, the relevance of attributions in PRNP and VRNP has not been
compared before. We contend that attributions are more relied on by consumers in PRNP due
to the motivation for accuracy. Accuracy motivation is among the general motivations of
human beings in information processing (Kruglanski 1989). When accuracy is required,
attributions produce more relevant information to form expectancy and attitudes (Kelley and
Michela 1980), so accuracy motivation enhances the effort an individual spends on
attribution. High accuracy motivation promotes reliance on attributions (Chen et al. 1996;
Forgas 1992; Maheswaran and Chaiken 1991). On average, processing of PRNP involves
higher accuracy motivation than that of VRNP. The major difference between PRNP and
VRNP is whether substantial damage occurs to consumers’ benefits. In a product related
situation, the motivation to conduct elaborative attribution is characterized by functionalism.
There is an enlightened self-interest behind the attribution process. The harmful or failed
products from a brand decrease the value gained by consumers in the forms of monetary loss
or harm to personal health or security. In the face of these threats, consumers demand more
psychological control over the incident to decrease the level of uncertainty embedded in the
future purchase decisions by identifying the causes of PRNP and the pervasiveness of these
causes (Klein and Dawar 2004). For VRNP, the negative event itself poses no direct threat to
consumers, so the motivation to conduct attribution is characterized by mastery rather than
functionalism (White 1959). The accuracy or elaboration effort on the social performance of
the company cannot be fully transferred into the confidence in product beliefs and stability of
preferences. Therefore, consumers are not as motivated to make accurate attributions on
VRNP as on PRNP. For example, Biehal and Sheinin (2007) suggested that although
corporate social responsibility information influenced brand evaluations, this influence might
not be as cognitively justifiable as product information. Van Osselaer et al. (2004) also
proposed that although consumers considered both product and non-product information in
brand learning, the non-product information was processed with less deliberation. The
meaning of non-product information was learned through direct associations rather than
elaborative reasoning. Trope and Liberman (2010) provided a more fundamental explanation
by using the construal level theory, and argued that human beings tended to make abstract
predictions and evaluations of people or events they perceived to be psychologically distant
from themselves. The level of abstraction increased with the perceived amount of
psychological distance. VRNP usually describes the suffering of unfamiliar individuals or an
abstract unity such as the society or the environment, which are of high psychological
distance to the information receiver. Therefore, the accuracy motivation drops when it comes
to VRNP cases, and the relevance of attributions drops as well.



Second, according to the definition, the main purpose of a defensive response is to
change consumers’ attributions after scandals. Attributions are based on information of the
scandal and consumers’ pre-scandal memory of the brand or company. Defensive responses
provide a previously unavailable viewpoint from the company, adding new information that
might be diagnostic to consumers (Siomkos and Kurzbard 1994; Tybout and Roehm 2009).
As long as the message from the company is considered to have high credibility and provides
previously unknown information that is useful to make attributional judgment, defensive
responses should adjust consumers’ attributions to a less culpable level. On the other hand, if
a defensive response fails to change consumers’ causal attributions, its effectiveness would
be rather limited, because attribution is the main mediating mechanism for defensive
response to work. Attributions are more relied on in PRNP than in VRNP to form brand
associations. Therefore, if defensive responses to PRNP and VRNP have similar power in
changing consumers’ attributions, they should be more effective in PRNP because consumers
are more prone to integrate attributional judgment into brand associations in PRNP. So:

H1: If the impact of defensive responses on casual attributions is not significantly different
between PRNP and VRNP, defensive responses should be more effective in changing
consumers’ brand associations after PRNP than after VRNP.

3.0 Research Method and Results

We conducted an experiment to test the effectiveness of defensive responses. A total
of 340 Australian citizens participated in this 20-minute experiment. Each participant was
randomly recruited from the largest national consumer panel in Australia and invited to
participate in the research. The data were collected through Qualtrics. Male participants
represented 42.1% of the sample. The average age was 48.6 among all participants.
Geographically, 40.3% of participants lived in the state of New South Wales, 18.8% lived in
Victoria, 17.8% lived in Queensland, and the rest lived in the other states of Australia. Of the
total group, 43.4% of the participants were high school graduates and 43.1% had an
undergraduate degree. We adopted a 2 (PRNP and VRNP) X 2 (negative publicity only and
negative publicity plus defensive responses) design. Participants were randomly assigned to
the four cells. They were told that the purpose of the research was to understand their
preferences toward a wine brand. A hypothetical brand of Finci Valley and one specific
product (2010 Cabernet Sauvignon) was introduced to the participants. After the brand and
product information was presented, participants were exposed to the information about
negative events that involved Finci Valley. For PRNP, a wine switching incident was
reported. For VRNP, a 20-year old part-time employee at Finci Valley was involved in a fatal
work-place injury, killed by a snake bite while working in the vineyard because she was not
wearing any safety equipment. No co-workers or supervisors were around to help her when
the tragedy occurred. Half of the participants were also shown the following responses from
Finci Valley:

(PRNP) The spokesman from Finci Valley said to the reporter ““we find the accusation to
be unsubstantiated and baseless. Finci Valley has never been and will not get involved in a
label fraud. Within the bottle is our 2010 Cabernet Sauvignon product, an award winner.
Wines can have slight difference from vineyard to vineyard, from bin to bin, or even from
bottle to bottle. It is normal to have this difference. | believe this accusation was made
upon us due to unwarranted jealousy rather than actionable evidences.”



(VRNP) The spokesman from Finci Valley said to the reporter “we find the accusation to
be unsubstantiated and baseless. Finci Valley has always prioritized employee health and
safety. Jane’s death was accidental. She returned to the vineyards after work without
proper supervision for some reasons. She walked through bushes to leave, which is proved
to be dangerous. We are overwhelmed by the grief, but I believe the accusation was made
upon us due to unwarranted speculations rather than actionable evidences.”

Both responses from Finci Valley were shown in the form of online news with the
same source of media. Only half of the participants were exposed to the above defensive
responses. Through this between-subject design, we were able to gauge the impact of the
response strategies and their interaction with scandal types with less confounding effect.
Participants’ attributions were measured using the same set of scales described by Klein and
Dawar (2004). We kept locus of causality and controllability dimensions and excluded the
stability dimension due to its low reliability. We measured participants’ brand associations on
Finci Valley from three dimensions: brand credibility (e.g., Finci Valley delivers what it
promises), brand trust (e.g., Finci Valley is not at all trustworthy / very trustworthy), and brand
affect (e.g., I feel good when I think of Finci Valley). These scales were from Gu and Sinha
(2012). In a confirmatory factor analysis, the AVE of all scales used in this study was
above .69. The discriminant validity test indicated that the five dimensions of scales used in
the paper were fundamentally different. The mean values of the scales were used in the
analysis.

The defensive responses changed consumers’ attributions in both the PRNP and the
VRNP scenarios. Participants’ culpable attributions dropped on both the locus of causality
and the controllability dimension after viewing the defensive responses. The magnitude of
these changes was not significantly different (Ajocus = .54 for PRNP and .63 for VRNP, Focys
= .099, p= .753; Acontrollability: .42 for PRNP and .41 for VRNP, Fcontrollability = .001, pP= .974).
Regarding the impact on consumers’ brand associations, defensive responses were effective
in PRNP, but not significantly effective in VRNP (see Table 1). A multivariate linear model
was used to test the overall effectiveness of defensive responses on all three dimensions of
brand associations, and the result suggested that defensive responses were effective in
recovering brand associations for PRNP (F = 5.083, p =.002), but not for VRNP (F = .022, p
=.995). Separate tests for the interaction effects are displayed in Table 1 as well. The
interaction effect between scandal types and whether a defensive response was presented was
significant on all three brand association dimensions. The overall interaction effect on all
three brand associations dimensions was significant as well (F = 2.318, p =.075). Therefore,
the hypothesis in the paper is supported.

Table 1: The effectiveness of defensive response strategies between PRNP and VRNP

Variables! ; PRNP . VRNP Interactian
Scandal Response  p-value Scandal  Response  p-value p-value
Locus of causality 3.47 2.93 .007 3.29 2.66 .002 753
Controllability 3.51 3.09 .009 3.29 2.88 .010 974
Brand credibility 2.70 3.16 .000 2.90 2.92 871 .014
Brand trust 2.63 3.19 .001 3.04 3.05 925 .017
Brand affect 2.61 3.09 .000 2.74 2.77 .820 .014

1 All measures used five-point scales. Mean values for all five variables were shown in the table.

2 Here “scandal” means that the participants were only exposed to the negative publicity without the
defensive responses from the company. “Response” means that participants were exposed to both the
scandal and the corporate defensive message.



3 p-values were based on independent sample t-test between scandal and response groups.
4 p-values were based on the interaction effect between types of negative publicity and whether a
defensive response was presented to participants.

4.0 Discussions and Conclusion

From the analysis, we noticed that defensive responses had significant impact on
consumers’ post-scandal attributions. The changes in attributions in PRNP resulted in a
significant revision of brand associations. On the other hand, the brand associations in VRNP
also became more favourable, but the changes were not significant. We contend that the
different types of negative publicity contribute to the discrepancy in the effectiveness of
defensive responses. Participants relied more on attributions in processing PRNP and thus the
change in attributions had more influence on brand associations. Although it requires further
testing and eliminations of alternative explanations to suggest a rigid causal relationship
between scandal types and effectiveness of defensive responses, the result here offers a
demonstration on how the same response strategy can receive different effect in repairing
consumers’ brand associations. The improvement in brand associations was quite limited
with the presence of a defensive response in VRNP. This result should not be interpreted as
attributions having no influence on brand associations in VRNP. Actually the correlations
between attributions and brand associations were significant in VRNP. It seemed that at least
some participants did accept the defensive responses from the company as genuine and valid.
However, such acceptance was not assimilated into the ratings of the brand. Since a between-
subject design was used, the data actually suggested that participants still viewed Finci Valley
as a less favourable brand even though the company was regarded as less culpable in the
incidents. This again confirms that the consumer perception of VRNP is more informed by
deontological principles rather than rigorous reasoning.

Several areas could be avenues for future research. First, we eliminate rather than
study consumer heterogeneity in our model. Future studies can investigate the impact of age,
gender, and personality. Second, as mentioned earlier, other information-processing routes in
addition to attributions might exist. The identification of such routes can improve the
understanding of the impact of corporate scandals on consumers, and . Third, we did not
discuss the relationship between attributions and emotions in our paper because of the
complexity and reciprocity between them. Future studies can adopt longitudinal designs to
disentangle the connection. We measured the impact of negative publicity through CBBE, but
negative publicity influences other stakeholders as well. Future studies can embrace a broader
definition of brand equity to include responses from shareholders, employees, and
competitors for example.
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