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Abstract

Online communities provide novel ways to improve current customer experience
management (CEM). Academics and managers alike have been focusing on tradi-
tional CEM activities such as store layout and personal selling but online communi-
ties as a part of CEM is rarely looked into as source of competitive advantage. Cur-
rent research presents how leading music industry companies in Europe are employ-
ing online communities to enhance customer experience. Intended to be of interest
to both academics and managers, the research posits that in any online community
activities aimed at increasing customer value through CEM and offering concrete
customer benefits are valued.

Keywords: Customer experience management, online communities, social media,
music industry

1 Introduction

Customer's media consumption has been changing since the advent of
the Internet. These novel Internet based technologies or Web 2.0 tech-
nologies have had a profound impact on how people behave and con-
sume their time (Shena et al. 2002: Macaulay et al. 2007). Consumers
and especially young consumers are looking for new ways to spend their
time for example by using tablet computers for reading (Kajalo et al.
2011) and companies are searching for new ways to capture customer
attention. Customer experience management (CEM) provides one way
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to grab their attention. CEM is focused on creating experiences around a
product or a service. Schmitt (2003) defines CEM as "the process of stra-
tegically managing a customer's entire experience with a product or a
company" while experience is simply said to be the contact with the
product. Besides taking a strategic focus on CEM we can also look into
more practical ways or processes to improve CEM performance with
different types of online communities. The music industry is fertile
ground for this kind of research since it has been keen to adopt new
marketing and channels, including online communities (Vaccaro & Cohn
2004) and mobile advertising. Different types of online communities,
social web/networking or Web 2.0 applications have mushroomed into
hundreds of different ways for consumers to spend their time on social
networking (Facebook, MySpace, Linkedln, Second Life, Habbo Hotel),
content sharing (YouTube, Vimeo, Flickr, Slideshare) and gaming (World
of War Craft, Sims, Eve online).

Many companies have realised the benefits provided by online
communities; however academic studies addressing the topic are still
scarce. Still, a significant amount of research has identified how online
communities can be used to promote new products (Kim et al. 2005),
generate new ideas for product development (Nambisan 2002) and pro-
duce positive brand effects (Thompson & Sinha 2008). However, less
attention is given specifically to the links between CEM and online com-
munities. It is assumed here, that online communities can increase cus-
tomer satisfaction, which has in many contexts been identified as having
a direct or moderated effect on firm performance (Anderson et al.
1994).

The Internet is one big online community where users can interact
with other users in digitised form with text, audio and video. Earlier on
newsgroups, chat rooms and different type of bulletin boards were used
in text format. Later on, 3D and virtualisation technologies enabled the
emergence of the Habbo Hotel and Second Life type of services where
customers use avatars (Hemp 2006: Mantymaki & Salo 2011). Thus, in
this research, online community is broadly seen as people interacting
with help of technology such as the Internet.
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The purpose of this research is to shed light on how online commu-
nities can be used as part of CEM and especially how online communi-
ties enhance customer experience and sales. Case studies detail how
music companies in the European countries are harnessing Facebook,
MySpace and YouTube for marketing purposes. This study is structured
as follows: firstly CEM and online community literature is introduced.
These are then integrated with a preliminary theoretical framework,
which is then applied to the case studies. Thirdly, the methodology is
presented. Fourthly, the case studies are presented and the results are
discussed. The study concludes with a discussion of limitations and fu-
ture research areas.

2 Customer relationship and experience management

Srivastava et al. (1999) identify Customer Relationship Management
(CRM) as one of the key processes for a company. Two other processes
that contribute to value creation and shareholder value are Product
Development Management (PDM) and Supply Chain Management
(SCM). Later, Zablah et al. (2004) identified five schools of thought with-
in CRM) discussion. These different schools are the process, strategy,
philosophy, capability and technology viewpoints. It can be argued that
each of the five schools of thought is needed to effectively manage cus-
tomer relationships. In here we adopt the definition provided by Payne
and Frow (2004). It states that CRM "is a holistic approach to managing
customer relationships to create shareholder value". Therefore it can be
argued that this approach takes account of strategy creation, the multi-
ple touch-points view to customer and integration of data as well as
assessing the performance of CRM activities.

In recent years there have been arguments put forward in different
but overlapping disciplines within marketing on how marketing as a dis-
cipline should be approached. Some of the scholars propose a nhew do-
minant logic for marketing focusing on services i.e. service dominant
logic of marketing (Vargo & Lusch 2004). Another group of researchers
propose that customer experiences (Caru & Cova 2007) e.g. brand ex-
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perience or online customer engagement experience are what differen-
tiate products based around marketing or service based marketing
dominant logics.

It is however, notable that current academic literature and practical
management utilising sophisticated CRM software are not fully aware of
experiences as the most central influences on the decisions made by
customers. Current CRM systems use past data obtained from different
customer contact points but these lack forecasting capabilities and even
if the best of the breed systems have these capabilities the forecasts are
inaccurate (Meyer & Schwager 2007). Of course traditional CRM activi-
ties and systems are important to actively manage customer relation-
ships but those should be augmented with sophisticated Customer Ex-
perience Management systems (CEM) in which e.g. customer interaction
with a website or webshop is dynamically modified to customer prefer-
ences based on customer data, profiles, click data, cookie data, location
data or other customer indicator data that can be utilised to fine-tune
contact with the customer to best yield sales.

According to Meyer and Schwager (2007) CEM is in many ways dif-
ferent from CRM. CEM focuses on knowledge of what a customer thinks
about the company rather than capturing information about what a
company knows about its customer. CEM requires data collection at
customer points (search engine data, click data, shopping history) rather
than waiting for a customer record to be formed.

There are several competing definitions for CEM but one of the ear-
ly ones is provided by Schmitt (2003). Even though Holbrook (2007) criti-
cized Schmitt for being more of a consultant than an academic, his view
is adopted here. According to Schmitt (2003) "CEM is the process of stra-
tegically managing a customer's entire experience with a product or a
company”. In addition, Schmitt (2003) defines customer experience as
"a customer contact with the product or company". Therefore, CEM can
be seen as one issue that is part of successful CRM activities.

Managerial attention in CEM on a practical level focuses on ways to
improve value and adding experiences whereas on an operational level
it is about managing overlapping CEM actions whilst on a strategic level
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it is about improving overall CEM strategy to gain competitive advan-
tage. The theoretical roots of CEM starts from the work of Pine Il and
Gilmore (1998) and Thompson et al. (1989) focusing on the abstraction
of individual consumer experience. Our study to broaden these ideas
was inspired by ongoing research on online consumer behaviour re-
search (Agarwal & Karahanna 2000: Gentile et al. 2007: Teo et al. 1999).
A number of studies after Thompson et al. (1989) examined CEM in dif-
ferent contexts (Winer 2001: Cruz et al. 2010 for bank industry). Some
authors like Payne and Frow (2004) addressed the issue from a man-
agement perspective and especially on how to manage multiple chan-
nels. Recent studies examined how information technology (IT) can be
used for CEM activities (Novak et al. 2000: Nambisan 2009). Research in
IT facilitated CEM focused on website design and role of IT in services
(Novak et al. 2000). It should be noted that already by 1999 Jeff Bezos
founder of Amazon.com was arguing that providing a compelling cus-
tomer experience is more important online than offline (Bezos 1999).
Still, limited attention is given to CEM in music business and even less
researched are the newer Internet technologies applications. Figure 1
details the constituting factors of customer experience according to Pine
Il and Gilmore (1998).

Figure 1: Realms of Customer Experience (Pine Il & Gilmore 1998)
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Basically, customers can participate in experience creation in two
ways namely active and passive participation. In active participation, a
customer is part of the created experience. This is exemplified in a the-
atrical production when the audience is asked after each episode what is
going to happen next and the audience can influence how the plot de-
velops. At the passive end of the continuum the stage play follows a pre-
determined path planned by the creative director of the play. Another
dimension that can be used to characterize experience is connection
with the experience. Two extremes of the connection are absorptive
connection and immersive connection. For example, when customers
are watching a film and the connection with the film becomes absorp-
tion of that immersion. Basically, whilst we are able to realise what is
happening, we are not actively engaged with the experience. At the im-
mersive end of the continuum we can more easily engage with and re-
late to the experience. Pine Il and Gilmore (1998) presented the ideas of
customer experience and later on these were developed to underpin
CEM activities and strategies. These are then used as a foundation and
synthesized with discussions within online communities.

3 Online communities and customer experience
management

Online communities centre on individuals and organizations which
want to share information and interact with each other. Internet tech-
nologies such as social media (first introduced as Web 2.0) enable the
interaction between consumers using or not using avatars (Hemp, 2006).
Many of these online communities focus on user-generated content
(UGC), which is the key for successful interaction between users (Gan-
gadharbatla 2008). Consumers can post comments on other consumers'
profiles, pictures, videos and even music the others have produced. To-
day, consumers do not limit their participation in online communities
just to the traditional PC or laptop connections since many of the popu-
lar online communities can now be accessed using mobile devices (such
as tablet computers, smart phones) and gaming consoles. Online com-
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munities studied in this research are Facebook, MySpace and YouTube
mainly because music industry companies all over the globe use these
for marketing purposes, on a trial basis — in campaigns and as part of
their social media marketing strategies.

There is plenty of literature on how to categorise different types of
online communities (Armstrong & Hagel 1995: Maclaran & Catteral
2002: Porter 2004: Dholakia et al. 2004). According to Porter (2004)
communities can be created by different organisations or by consumers.
Maclaran and Catteral (2002) point out that companies create online
communities to communicate with their consumers and communities
created by consumers are usually independent from companies. Online
communities promoted and initiated by consumers can have a range of
impacts on companies and the products communities are discussing
(Maclaran & Catteral 2002). Negative word of mouth communication
can easily escalate into a vicious circle that is hard to break while posi-
tive word of mouth is hard to achieve (Hennig-Thurau et al. 2004). Still it
is noted that there is some evidence that digital word of mouth creates
sales (Poyry et al. 2012).

Besides looking into who establishes the online community Arm-
strong and Hagel (1995) conceptualise communities based around the
issues dealt with in the community. Four types of communities were
identified. These were communities of interest, fantasy, relationships
and transactions. Dholakia et al. (2004) categorise communities as a
continuum between network based communities and sub-group based
communities. In the former one common interest of many people will
provide the reason for belonging to a community and in the latter some
individuals have high density of relationships. Common to all of these
studies is the fact that consumers have the feeling of connectedness,
along with possibilities to interact and thus the group identity is formed.

It is suggested here that the effort required by the consumer (i.e.
the amount and quality of work i.e. costs) to participate online commu-
nities also influences categorisation of social webs. For some online
communities a consumer can take considerable time to prepare their
profile and other content posted to the service whilst in other services
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only a little is required to participate within the community. Facebook
has over 900 million users in early 2012 partly because it is so easy to
join, up-date and is rather user-friendly. These issues should also be
taken into consideration when discussing online communities and espe-
cially marketing to these communities. In addition to the effort the so-
cial interaction intensity or customer participation (as in Pine Il & Gil-
more 1998) also varies between communities since in some communi-
ties interaction is essential for the community to survive while in others
social interaction can be rather passive. Online communities have cre-
ated digital environments beyond the imagination of the seminal CEM
researchers. Online communities enhance offline CEM actions but most
importantly online communities enable whole new ways to create new
radically different customer experiences. Figure 2 provides a model of
online communities and the potential for customer experience man-
agement activities. The conceptual framework is developed from Pine Il
and Gilmore (1998) as well as from online community discussion.
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Figure 2: Online community taxonomy for CEM



Customer experience management 15

Figure 2 presents in the X-axis the individual effort required to par-
ticipate in an online community that varies on a continuum from low to
high. The Y-axis presents the degree of customer participation that var-
ies on a continuum from low to high. Figure 2 can be used to delineate
CEM efforts according to the characteristics of the online community.

4 Methodology

In situations where the phenomenon studied in a real-life context is
novel and the the researcher has little or no control over the events, a
case study is the most appropriate method (Yin 1989). Case studies are
also used when novel topics need to be researched and understood ho-
listically. According to Bonoma (1985) a case study is applicable to situa-
tions in which researchers require a deeper understanding, a solid con-
textual sense, and provocation toward theory building. Experience man-
agement in online community presents such a unique situation. A multi-
ple case study method using four cases was employed (Yin 1989). Many
authors (Eisenhardt 1989) suggest that case selection is a decision of
utmost importance for case based research. It is difficult to say, how
many and which cases should be selected and as Romano (1989) ad-
vises, in the end this selection is decided by the researcher. Four cases
were selected from the European music industry based on the fact that
the focus of interest was clearly observable (use of online communities
for marketing) and sound data was available along with access (Marshall
& Rossman 1989).

The case study is defined here as one company's way of using online
community for CEM activities. A case study is composed of all the rele-
vant material gained from the company e.g. interviews, internal memos
and meetings. Four case studies are employed in this study providing the
potential for cross-case analysis to show similarities and differences and
in order to form a more holistical model to explain online communities
and CEM interrelationships (Yin 1989). The chosen multiple case study
approach undoubtedly influences the general applicability of the study's
results (Eisenhardt 1989). However, a rich description of the phenome-
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non is the aim here and empirical generalisations can be suggested as
further research avenues. The empirical part of this study employed
various kinds of data to get rich and detailed primary data on the phe-
nomenon under invesigation. The semi-structured interviews form the
main data source (Arksey & Knight 1999). The persons to be interviewed
were knowledgeable about online community marketing in music indus-
try and some of them conducted such activities almost every day. Data
analysis was conducted accordingly (Miles & Huberman 1984). Data
table 1 is provided below.

Company Position of the  Type of contact Date, and dura-
interviewee tion of interview
Sony Digital director E-mail correspon- April 10, 2008,
dence (2008a) and
telephone interview  April 8, 2008,
(2008b,2010) May 21, 2010
Independent Producer Interview March 4, 2008, 1 h
record company November 9 2009
European record Marketing man- Group interview March 5, 2008, 2 h
company ager and appren-
tice in the Finnish
office
Affiliate of an General Manager  Telephone interview  March 11, 2008,
European record 15h
company
Software com- Chief Executive Interview October 23, 2009,
pany (specializing | Officer 1h
music industry)

Table 1: Interview data: this table illustrates the companies and persons interviewed for
this study. Also type of contact and duration of the interview is presented.

Although other respondents working in the company being studied
could have offered additional viewpoints on the phenomenon under
investigation, it was decided that key informants who had been actively
involved in CEM and online marketing efforts should be interviewed.
Kumar et al. (1993) suggest that when using multiple informants the
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authors increased both the reliability and the validity of the research.
However, using more informants from each case study company could
have furthered argumentation and clearly could have increased reliabil-
ity and validity even further. Data collection has been continued but
here only those interviews conducted in 2008-2010 are presented to
confine analysis into a more precise period. Furthermore the more up-
to-date data has been provided in confidence to the research team. In
addition to interviews, documents, minutes of meetings, industry re-
ports and company visits were employed to triangulate the respondents’
answers (Yin 1989). Data triangulation, one form of triangulation, in-
creases the validity and reliability of the research as contradicting infor-
mation can be evaluated (Eisenhardt 1989). Apart from Sony, the identi-
ties of the respondents and the companies are not revealed for reasons
of confidentiality. Next, four case studies from European countries are
presented and cross-case analysis conducted.

5 Customer experience management in online
communities

5.1 Background - distribution, pricing and advertising changes in the
music industry ecosystem

The Internet has re-engineered the business, manufacturing, and mar-
keting logics of many industries especially movie, game and music indus-
try (Elberse 2008). More specifically, the Internet has had an effect on
the creation and distribution of music (Bhatia et al. 2003). This effect is
manifested through three changes in the industry. Firstly music is in-
creasingly created with computers. This is manifested in emergence of
different types of music genres that are centred on digital music. Sec-
ondly, and more importantly, music is increasingly distributed in a digital
format which is more cost effective than the traditional format, as the
dominant production costs of information goods are fixed rather than
variable (Shapiro & Varian 1999). To elaborate on this, the music indus-
try supply chain has been very static — consisting of three intermediaries
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between the creator of the music and the consumer: the record com-
pany, the distributor and the retailer (Huang 2005: Bockstedt et al.
2006). There are numerous independent record labels in the industry
competing with the large conglomerates Sony with Sony Music Enter-
tainment, Access Industries with Warner Music Group and Vivendi with
Universal Music Group/EMI. Each of these intermediaries between the
artist and consumer naturally adds costs and takes a profit, ultimately
leading to higher product prices. The Internet has eliminated the need
for physical distribution and the retailing of products to some extent,
thus decreasing barriers to entry. In this sense the current music indus-
try is much more flexible and dynamic and this has made way for new
companies and facilitated the establishment of new business opportuni-
ties like Apple iTunes and companies like Spotify. Besides established
artists young artists are marketing their music using services like
MySpace, virtual worlds and online community live shows. Thirdly, the
consumption of music is changing. Consumers listen to music online via
YouTube, share it with friends through Facebook and video clips. They,
consume music while commuting or just for fun. These changes have
made it difficult for music companies to appeal to, in particular, the
younger consumers. Therefore, the music industry has started to make
use of digital marketing especially online community marketing practices
to address this change of logic and consumer behavior. Next the four
cases are presented in alphabetical order.

5.2 Case Study Affiliate

Affiliate focuses on a customer segment that is a bit older than those
presented in later cases. In Finland the Affiliate of a European record
company produces mainly Finnish pop music for adults. Therefore, for
the Affiliate, online communities and social web is not that important a
marketing channel due to the difficulties they have reaching their audi-
ence via the Internet even though online communities are increasingly
attracting more mature users. Nevertheless, the interviewee recognized
the importance of digital marketing and identified a number of commu-
nities for the marketing of their artists. The company is now planning to
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initiate online community based artist marketing trials and campaigns.
As the interviewee puts it "The need for the sense of community will not
end suddenly, so different communities and social networks will retain
their significance in the future. It might not be MySpace or Facebook but
some other services instead." Due to reasons of confidentiality specific
online communities used by the company cannot be revealed here how-
ever, these are similar to say The Beatles community that can be found
on Myspace http://www.myspace.com/thebeatles.

5.3 Case Study Indie

The Indie employs online community opportunities widely for their artist
marketing. As the artists presented by the company are mainly
pop/rock/metal music artists, MySpace and YouTube are the most im-
portant communities for marketing efforts. 'Indie’ is a small independent
music company, which was established in 2005 in Finland, and so, from
the beginning the Internet has been an important marketing channel.
Most of the company's artists have established a profile in MySpace
where users can listen to the band's songs. Furthermore, Additional in-
formation about the band is provided in the profile. Tour dates and oth-
er material e.g. ringtones and wallpapers are also offered for fans and
those who have just accidentally found their profile. On YouTube an
artist's Music videos and Concert performances are shown. One of the
company's artists gained huge success on YouTube in Finland as users
spread the word intensively about the artist's catchy music video and it
fast became one of the most viewed Finnish videos on YouTube in 2007.
This also led to increased record sales for that particular artist. In future
the company has plans to use Habbo hotel in marketing their artists
targeted at younger music fans. Habbo hotel attracts circa 200 million
users of which 11 million are active Habbo hotel customers (Mantymaki
& Salo 2011). The interviewee highlighted that "Almost all our artists are
present on MySpace. It is almost like an obligation to be there nowadays.
There the word spreads effectively via word of mouth. For music videos
and concert performances YouTube is an absolute must." Due to reasons
of confidentiality links to specific YouTube videos cannot be provided
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here however, videos by Indie are similar to e.g. Basshunters videos and
songs such as Boten Anna that caused huge popularity in 2006. This vi-
deo can be found on YouTube
http://www.youtube.com/watch?v=RYQUsp-ijxDQ&feature=related.

5.4 Case Study: Europe

Europe is a Scandinavian music company. Their artists represent mainly
pop/rock/metal music genres. They also use online communities for
their artist marketing and have experience of using MySpace, YouTube
and the Finnish community IRC-Gallery and Aapeli virtual game world.
Therefore, a profile on MySpace is created for artists and also in IRC-
Gallery as it is popular in Finland. As with most of the big music industry
actors, music videos are included on YouTube. Profiles and uploading of
videos to YouTube represent the most important marketing efforts in
relation to social web. More specifically, the use of MySpace, IRC-Gallery
and YouTube for business purposes is similar to those described in our
Indie case. Music companies are looking into social media metrics such
as how big audience is attracted by an artist, how many fans have rec-
ommended or commented the artist or if they have clicked to their fan
pages such as on MySpace. The representatives of the company pointed
out that MySpace is useful for networking and internationalisation ac-
tivities. Still, in their opinion, there was little sense of community as
there was little discussion between the users. However, it was pointed
out that the amount of discussion and interaction depends on the com-
munity, and it was one of the issues that should be promoted in each
community, as Facebook does. In the future this music company plans to
further expand social web related marketing activities by exploiting the
possibilities of Facebook and Last.fm in their artist marketing. Our inter-
viewee noted that discussion boards in different music focused commu-
nities or in the artist homepages, are communities in which users share
their opinions, photos from concerts or information about the artist with
each other, and those could be harnessed for marketing. Due to reasons
of confidentiality specific discussion boards cannot be provided here
however, discussion board or online community such as http://irc-
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galleria.net/ is specific for Finnish audience. IRC-galleria has about
500,000 users with mean age of 23 years. There is for example a sub-
community for Metallica band with 13,274 members (http://irc-
galleria.net/community/200258-metallica) if a company targets their
marketing to heavy metal fans.

5.5 Case Study: Sony

Sony is a mult-inational company and its Strategic Business Units (SBU)
own numerous record labels worldwide. International artists repre-
sented by the company include, among others, Beyoncé, Britney Spears,
Kelly Clarkson, Bruce Springsteen and the Foo Fighters. In addition to
traditional media (radio, television and print) Sony considers the Inter-
net to be an important channel for music marketing. Often the market-
ing campaign or promotion of an artist or concert tour is first initiated
via the Web and subsequently followed up using other media. This is the
opposite of the traditional approach. The Interviewee from Sony identi-
fied the advantages of digital marketing as including the ability for
speedy communication and the ability to quickly update material and
communicate with customers that are hard to reach. Other more diffi-
cult to evaluate benefits identified in employing online communication
were interactivity, cost efficiency and the sense of communality. How-
ever, the fragmentation of media and changes in communication behav-
ior of customers has contributed to the exponential increase in the vol-
ume of communication consumers are exposed to. This means attracting
consumers' attention is a recognised challenge in the music industry.

As usage of online communities for business purposes is a relatively
new phenomenon, Sony Corp. has not yet drawn up an overall digital
marketing strategy. Due to the rivalry between record labels, the com-
pany is reluctant to reveal its precise future strategies. From the market-
ing point of view however, it is essential to engage with consumers in-
volved in the social communities, i.e. one must understand how a par-
ticular community works. According to Sony, important online communi-
ties include Facebook (http://www.facebook.com/SonyMusicFinland),
MySpace artist Hanna Pakarinen see
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http://www.myspace.com/hannapakarinen) and the Finnish IRC-gallery,
the Tune.fi website, artist websites (see e.g.
http://www.hannapakarinen.fi/) and last but not least YouTube
(http://www.youtube.com/artist/Hanna Pakarinen?feature=watch vide
o _title ). Sony's digital team makes artist specific decisions on which
mediums to use for each occasion. The plan is to provide interesting
content aimed at different target groups. The interviewee highlighted
that through digital marketing Sony aims to bring added value to con-
sumers, making available tools for enhancing communication between
the company and its customers, alongside providing a means of self-
expression for the consumers.

Advance listening of albums through MySpace have been used for
marketing purposes since the early 2008. Usually, for a period of one
week consumers are given the opportunity of listening to albums free of
charge before the official release date. Sony also plans to introduce a
concept called Secret shows, which is already live in the MySpace US.
The idea is to promote secret events and sell tickets to them on MySpa-
ce. According to the informant, the identity of performers is kept a se-
cret till the actual event takes place — the goal being to match perform-
ers to consumers' high expectations. In addition to these marketing ac-
tions Sony, along with other major record companies, has negotiated for
a service called MySpace Music in which consumers would be able to
stream music free of charge. The service would include a music store
from where consumers could buy downloads for their personal com-
puters and PDA devices. The intention is to sell music files in MP3 format
compatible with most music players. As tracks sold through iTunes are
only compatible with Apple's iPod devices, MySpace Music might prove
to be a prominent competitor for iTunes, as well as other legitimate
music distribution services.

In 2008 and early 2009 the popularity of Facebook sky rocketed in
many countries and Sony's marketing efforts in Facebook were still in
the test phase. The company has created 'Become a fan' pages for its
artists and searched for means to increase the number of members in-
volved in these communities. Facebook offers the potential to carry out
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carefully designed ad campaigns, since advertising can be targeted ac-
cording to users' age, sex and interest areas. For example, if users' fa-
vorite music is reported in their profiles or they are members in some
fan communities, an advertiser can use this information when designing
a targeted ad campaign. However, Sony has not initiated massive cam-
paigns to market to the fan communities it founded. Instead, the com-
pany has monitored how the number of members develops without
making a big financial investment. The interviewee pointed out that they
have faith in word-of-mouth marketing taking place between consum-
ers.

Besides, the official marketing campaigns and plans employees at
Sony also use their personal networks to carry out viral marketing ac-
tions. One of these marketing actions is to use Facebook to transmit
messages about interesting artists to their friends and business partners.
Often times these messages include links to artists' MySpace website
and videos uploaded on YouTube. The informant noted;"Sony regards
viral marketing as an easy and cost efficient way to market artists in
online communities."

6 Results

The aim of this research is to cast extra light on how online communities
can be used as part of CEM and especially how online communities en-
hance customer experiences. The use of Case studies and the literature
review were employed to gain further knowledge on this topic. In brief,
the music companies in Europe and all over the globe are systematically
evaluating the potential for digital marketing especially to online com-
munities for making their business more lucrative for their shareholders
and their artists. Table 2 draws together the case companies' ways of
using online communities to enhance customer experience.

The companies need to balance the costs and benefits of digital
marketing. In addition, having a straightforward digital marketing strat-
egy is of utmost importance to those planning to engage in online com-
munity marketing activities more heavily. The common element underly-
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ing all themarketing efforts is that integrated and interactive marketing
communications are offered to customers; meaning that digital channels
are complementing, and in some areas substituting for, traditional chan-
els in a way that creates added value for the consumer. It seems that
those music industry companies whose customers habitually use the
online communities like Facebook, MySpace and the YouTube can gain a
significant advantage by employing digital marketing in CEM. Neverthe-
less caution is needed as some companies like Affiliate gain little by us-
ing online communities as CEM vehicle. Various ways of deploying digital
marketing or online communities were identified in this study. Figure 3
integrates the forgoing discussion onto a framework that is applicable to
both managers and online community marketers.

Online community Sony Indie Europe Affiliate Online
marketing actions community
metrics
Asking to join a X X X Ratio of
community invitations and
number of new
members
Advertising new X X X Amount of clicks
songs and albums to specific
landing website
Promoting concerts X X X X Amount of

tickets sold e.g.
with campaign

code
Advertising fan X X X Amount of sales
merchandise attributable to
specific ad
Up loading videos to X X X X Brand
e.g. YuoTube awareness and
equity
Asking to tell friends X Number of

invitations and
amount of new
fans
Advance listenings X Number of
downloads

Table 2: CEM activities conducted by the music industry companies in the online com-
munities and their effectiveness
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As a result of the case studies and developing the theoretical fra-
mework we can identify two strategies that are suitable for customer
experience management with the help of online communities. These are
labeled here encouraging (black arrows one and three) and smoothening
(blue arrows two and four).

= MySpace Habbo hotel
= =
% % Facebook Second Life
=2 =
= [IE: 1
S5 1
g £ 4q | 3
o — i ————d
5 S Linkedin v YouTube
3 o
o @ 2
Classmates Vimeo
= Services, ITtoolbox
= Flickr
Low High
Individual effort
-content creation, updating and sharing
————> Encouraging —— > Smoothening

Figure 3: Customer experience management strategies in online communities

The Encouraging strategy illustrates how CEM can be used to mi-
grate customers from low customer participation and similar individual
effort to expand their involvement without increasing associated costs.
Companies can use CEM to make participation more entertaining and
reward customers for participation such as by giving digital gifts or addi-
tional services or material available only to members of the online
community (connectivity/content) in question. Firms can also tap into
the degree of customer participation with CEM by providing entertaining
and informational content to be distributed in the community. Giving
tools to customers to create their own content around a brand is also
effective (e.g. launch campaign of BMW-1-series on Facebook). For a
company, the encouraging strategy leads to a fan or customer who is a
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more active community participant and who attempts to be socialise
with kindred spirits from their online community. This leads a customer
to focus on connecting and keeping up with these connections in the
online community. Customer participation from a managerial point of
view thus increases the possibilities for providing meaningful and engag-
ing online content that ultimately can be targeted for sales when such as
when tickets for concerts are sold to special interest clients first.

Smoothening strategies illustrates how CEM can be used to migrate
customers from the low and high customer participation classes and
from low individual effort to an expanded individual effort. Companies
can use CEM to make the individual effort more rewarding by providing
higher status within the community. For example, LinkedIn offers those
with full personal profile or paid account more options and interaction
possibilities. Some online communities like Twitter and Dell Ideastorm
show how many times user has posted or commented on some ideas. By
making interactions more visible users are more actively participating.
The interesting question from a managerial and theoretical point is why
smoothing is important? The reason is that if customers are more in-
volved as in creating content, participating in discussions or commenting
on recent gigs they are less likely to be attracted by competing brands of
other bands. Thus, smoothing could be an attribute for a strong brand
relationship.

7 Conclusions and implications

In the music industry online communities such as Facebook and MySpa-
ce are widely used for activating consumers and increasing brand expo-
sure. Content sharing communities such as YouTube, Vimeo and Flickr
are also effectively employed to distribute content and build communi-
ties around artists. The purpose of this study was to shed light on how
online communities can be used as part of CEM and more specifically
how online communities enhance customer experience and eventually
sales.



Customer experience management 27

Based on a review of the literature, a taxonomy of online commu-
nity services was synthesized and presented in Figure 2, while the de-
gree of customer participation and required individual effort were the
main differentiators in the analysis. Four case studies illustrated the
diversity in customer experience activities with the help of online com-
munities. It was evident music industry companies are using online
communities for CEM in a meaningful way to attract an audience for
their artist and to sell more songs, fan merchandise and concerts than
ever before through the Internet. They also actively engage customers in
online interactions and measure the resulting sales and effectiveness of
different social media campaigns. These are depicted in Table 2. It
should be noted that the results cannot be applied without qualification
to other contexts. Future research is still needed to continue the catego-
risation work started. It goes without saying that in its current form the
categorisation provided is fairly general and some of the applications
can be placed to different cells based on what feature is looked upon.
Moreover, we still know only a little of how consumers perceive digital
marketing efforts (e.g. online community advertising) and to what de-
gree those are acceptable in different contexts. Most importantly rela-
tively little is known about the effectiveness of digital marketing efforts
and online communities combining offline and online elements. Future
studies using exploratory designs, case studies and surveys are needed
to strengthen our understanding of just how suitable online communi-
ties are for business purposes.
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