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Article 38



what are your customers saying? Online communities shed a light on consumer behavior. By Eric L. Lesser and Michael A. Fontaine



H



ow does a small, employee-owned business with a commodity product survive in an era of mega brands and price-sensitive customers? King Arthur Flour (KAF), a leading seller of flour and baking supplies, has tapped into its customers’ energy and devotion by launching its Baking Circle, an online community for professional and home bakers. The site provides an opportunity for KAF to interact directly with thousands of its customers. It’s designed to help members become better bakers and at the same time provide KAF with valuable insights about how its customers use the company’s products and services. Organizations are always looking for ways to learn about customers’ preferences, wants, and needs and to educate customers about their products and services. Over the last few years, organizations have added community functions to their traditional e-commerce sites to help customers make connections and build relationships with each other. Through our research with the IBM Institute for Knowledge-Based Organizations, we’ve found that online communities can provide a number of valuable learning opportunities for both customers and the organizations that sponsor them.



EXECUTIVE briefing Organizations are always looking for ways to learn more about their customers. At the same time, they’re searching for ways to boost their online presence and attract repeat traffic to their Web sites. To address both needs, organizations are using the online community environment to bring together customers with common interests. By paying attention to what customers are saying online, organization can leverage online communities to gain new customer insights and reinforce customer loyalty.



Many firms, recognizing this opportunity, have begun to provide a virtual “space” where individuals can connect and engage with others around shared concerns. By providing an additional source of value for visitors to their Web sites, many organizations have been able to increase both the number of repeat visitors and the average amount of time spent per visitor during any single visit. For example, McKinsey and Co. recently found that users of community features represented about one-third of all visitors to leading e-tailing sites, but generated twothirds of the sites’ overall sales. Online communities are also driven by the need to create effective customer learning and communication channels. While the advent of CRM systems has produced a glut of data about customer transactions, many organizations are still wrestling with the challenge of actually learning about their customers. Online communities can provide a forum for engaging with customers and learning from these interactions. By conducting extended dialogues with individuals within the community, observing conver-



Online Communities Recent interest in fostering customer communities in an online environment has been fueled by a number of forces. First is the need to attract repeat visitors by adding value during the Web experience. As the number of individuals connected online continues to the rise, many of them are using the Internet to reach out to others with similar needs and interests. An October 31, 2001, study by the Pew Internet & American Life Project (Horrigan, John B., Online Communities: Networks that Nurture Long-Distance Relationships and Local Ties) found that approximately 23 million Americans participate in at least one online group several times per week. When asked what types of online groups they participated in, more than 50% said they were involved in trade and professional organizations or groups that shared a hobby or interest. 1
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Exhibit 1 Community Web sites Organization



Target Audience



URL



Agilent



Users of testing and measurement devices



www.measurement.tm.agilent.com/ appcentral.html



Cabela's



Users of camping and outdoors equipment



www.cabelas.com



Compaq



Owners of Compaq computer equipment



www7.compaq.com/forum



Hallmark



Individuals willing to discuss life events



private community



King Arthur Flour



Professional and home bakers



www.bakingcircle.com



Mercury Interactive



Software developers and users



private community



Palm



Palm personal digital assistant users



http://www.palm.com/community/



SAP



Software developers and users



www.sap.com/community



Sony



Video game (Playstation) enthusiasts



www.scea.com/underground



Sun



Software developers and users



www.sun.com/forums



customers to answer each other’s questions can significantly reduce an organization’s overall support costs. A presentation at the Horizons 2002 World Conference highlighted the case of Mercury Interactive, a provider of enterprise testing and performance management software. The company launched a community that provided customer support assistance in 2000. In the first quarter of 2001, it found it was 95% cheaper for a question to be answered from postings to a support forum than from a call or e-mail to the customer support center. Further, communities can allow customers to get their answers more quickly and enable the company to discover solutions to problems it hadn’t previously encountered or even considered.



sations between participants, and reviewing frequently asked questions and discussion postings, firms are finding new windows into customer preferences and behaviors. One company that has been using online communities as a vehicle for learning is Hallmark, which has been observing the online conversations of 200 consumers on its “Idea Exchange” Web site. As Faith Keenan reported in the July 9, 2001, issue of Business Week, Hallmark researchers are reviewing and participating in these conversations to identify different types of events and audiences that reflect potential greeting card subjects and trends. Based on these dialogues, Hallmark has developed new ideas for cards, such as mother-in-law cards and sympathy cards for the anniversary of a death. On a larger scale, Compaq Computers has set up an online community that has attracted more than 92,000 registered users in its first years. As Bob Tedeschi reported in a February 11, 2002, New York Times article, Compaq has leveraged the questions and answers posted in the community space to identify software glitches, alter product designs, and adjust promotional campaigns. The need to provide effective customer service in a cost-effective manner is also a factor in the growth of online communities. In these communities, customers have an opportunity to pose questions to one another, share documents, post photographs, and discuss topics of mutual interest. When faced with a particular problem, an individual can engage the collective wisdom of hundreds of others, rather than a few employees within a company’s customer support organization. Enabling



Customer Community Spaces The community sites we examined demonstrated multiple opportunities for gathering data and insights that can support learning about customers. For example, during the registration process, we found that companies can obtain a great deal of information about new members, ranging from valuable demographic data to understanding an individual’s specific areas of interest. Also, discussion boards provide the opportunity for customers to learn from other customers, while at the same time allowing companies to glean important insights from their conversations. Interactive events, such as synchronous chats and Web seminars, let customers connect directly with the corporation, simultaneously learning about and sharing experiences about purchasing and using the company’s products and services. Each of these different learning op2



ANNUAL EDITIONS munity members. Such sessions allow participants to ask questions on topics such as industry trends, planned enhancements, and future product directions. These chats can then be captured and stored for individuals who can’t participate in the online discussion. Interactions like these often give members a sense of having access to company “insiders” and at the same time enable the company to establish a real-time dialogue with its customers. Web seminars. Several of the community sites provide online training courses that members can take to learn about the company’s products and services. These range from very basic courses with simple instructions augmented by pictures to well-orchestrated multimedia productions with voice discussions and synchronous chat. Sun Microsystems is an example of an organization that frequently runs Web seminars conducted by its technical staff to educate interested software developers about Sun’s product lines and technologies. Organizations that conduct Web seminars can help customers use their products and services more effectively, and encourage complementary purchases. Online polling. Many community sites use online polling to both generate content for members and learn about customer ideas and preferences. Members are asked to answer short questionnaires, and the results are posted and archived for members to view when they return to the site. Sony, in its “Playstation Pulse” section, recently asked its members which characters they’d like to see matched up in its video games. The results of the survey were quickly posted on the site. Polling can be a valuable tool for engaging members and learning valuable lessons without a significant commitment of time or effort. E-mail newsletters. E-mail newsletters are often used to send out regular updates to community members without requiring them to go to the Web site. Agilent Technologies, for example, provides e-mail updates to members of its Test and Measurement community on a range of topics, such as product support information and new developments in the world of testing and measurement equipment. Members can customize their e-mail and only receive information on topics they select as part of their profile. While e-mail newsletters themselves don’t support the interaction that helps build a successful online community, they remind members to check out new content on the community site.



portunities can be leveraged to create value for both the participating customer and the sponsoring organization. Registration. Nearly all the sites we examined require individuals to go through a registration process to participate in community activities. The first part of the process is to create a unique identity that includes a registration name and a password. This allows individuals to be recognized by other participants on the community site. Second, many of the sites ask individuals to provide demographic information and select areas of interest related to a particular product or service. This lets the organization develop rich profiles of its online users that can be used for customer segmentation. Several of the sites use this information to tailor specific content views to their members, adjusting the community experience to individual needs. By allowing members to specify their interests, these sites attempt to reduce the amount of time individuals spend searching for relevant information. Community discussion boards. At the heart of many online communities are discussion boards, where members post questions, comments, and suggestions for others. These forums allow users to conduct organized discussions where several people can comment on a single topic. Discussion boards are useful tools for maintaining the “community memory” while providing a forum for members to express their viewpoints and ask for assistance. For example, Palm, the developer of handheld personal digital assistants, provides a community discussion board (now operated and moderated by Brighthand.com, a larger community site for handheld enthusiasts) that offers an extensive set of areas focused on general product issues, specific handheld models, and ideas for new features. Similarly, Cabela’s, an outdoor equipment retailer, provides a discussion space that engages individuals interested in hunting, fishing, and advice on the latest camping gear. This board has a section that solicits feedback on Cabela’s own products and services. The company actively monitors it and provides answers to questions and concerns about its products. Virtual spaces such as those provided by Palm and Cabela’s help build connections that encourage repeat visits, engage customers in dialogues that can be used to spot early trends in the market, and support customers looking for additional information. Company-sponsored activities. In addition to using discussion boards, community members often take advantage of interactions with, and content provided by, the company itself. While these features don’t directly foster discussion between individual members, they can add significant value by providing interesting and relevant content to community members. These activities, in turn, can further encourage community members to return to the site. Synchronous chats with experts. Many customer community sites offer opportunities to engage members in online dialogues with internal experts. For example, SAP regularly holds a number of “ask-the-expert” discussions about technical and business-related topics for its com-



The Case of King Arthur Flour KAF’s online customer community, the Baking Circle, came about as the result of some of the company’s initial forays into the world of e-commerce. Starting in 1997, one of the firm’s first Web-based activities was to give individuals the opportunity to order its catalogue online. When individuals requested the catalogue, they were asked to complete a short online questionnaire about themselves. The firm was amazed to find that 88% of people who requested the catalogue filled out the survey, and 3



Article 38. What are your customers saying? and is rewarding frequent purchasers with Baker’s Points that are tracked online. KAF is continually looking to upgrade its community site. Some ideas for doing this include enabling members to create profiles that others can view online and letting them post photos of themselves, display their creations, and facilitate online chats with the company’s “master bakers.” Each of these modifications is designed to create additional content for members, allow them to interact with one another on a regular basis, and build a greater sense of loyalty and affiliation to the site, and ultimately, to the company and its products. As this case study demonstrates, adding community functionality to a Web site can provide real benefits for both customers and organizations. Customers use these communities to connect with individuals with similar ideas and interests, find answers to difficult questions, and learn more about an organization’s products and services. At the same time, companies can leverage these communities to increase repeat site visits, reduce support costs, engage customers in dialogue about current and future products and services, and learn from community members’ extended discussions with each another. Insights gained from these customer interactions can be shared and leveraged by many parts of the enterprise, ranging from customer support to new product development.



more than 40% provided additional comments about the firm’s Web site and the company in general. Recognizing that KAF had a devoted clientele in cyberspace, the company’s director of MIS and Internet operations began to envision ways the Web could be used to help get closer to its customers. In previous years, the company had conducted in-person focus groups and mail surveys, but found it could never develop a true representation of its customers and their needs. In the years before the launch of the Baking Circle, KAF had begun to establish the components of its community strategy. In November 1999 it created The Round Table, an e-newsletter that initially reached more than 5,000 people, but quickly grew to a distribution of 20,000 people. At the same time, it began to produce online baking classes via its Web site, using a combination of stepby-step directions and photographs. Based on the initial success of these components, KAF decided to launch a community site in September 2001. The company created a broader community site that, in addition to the online classes, consisted of a bulletin board that could store discussion threats and an area where individuals could view recipes and store them in a personal section. Initially, KAF gave the community site only a limited amount of structure because they wanted the community members to decide what the site would look like and how it would evolve. During the site’s first weekend of operation, more than 750 people sent in questions and suggestions about the site. Within the first three months of operation, more than 10,000 people had registered on the site. Members of the firm’s operating team frequently monitor and occasionally contribute to the community site. As a result, KAF has already learned a great deal about its customers. For example, it discovered more than 20% of customer inquiries were regarding sourdough bread—a development that was quickly shared with members of the firms’ new product development group. Further, through the community, the firm was able to evaluate the types of stores where products were available—insights that were particularly valuable to the firm’s sales and marketing teams. The firm is also beginning to look at community members’ purchasing behavior on the site



Additional Reading Brown, Shona L., Andrew Tilton, and Dennis Woodside (2002), “The Case for Online Communities,” The McKinsey Quarterly, (1), Web exclusive. Cothrel, Joe and Patrick Saeger (2001), “Increasing Customer Satisfaction and Reducing Costs Through an Online Technical Support Community,” paper presented at the Horizons 2002 World Conference, Savannah, GA (Oct. 2).
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