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Abstract 

 One of the biggest responsibilities of today‟s marketing managers is to use their 

financial and labour resources in the most efficient way. However, any kind of traditional 

marketing method which is designed and spread by the seller is both costly and less 

influential on customer‟s buying behaviour. Word of Mouth, which can simply be explained 

as any marketing action that leads to earn customer recommendation, (Word of Mouth 

Marketing Association) helps organizations to burst their sales revenues while decreasing 

their marketing budgets. WOM is considered as more transparent, more credible and more 

relevant by customers. Besides, it is a cheaper way of advertisement for organizations due to 

its organic spread characteristic. Therefore, marketers should focus on creating strategic 

marketing actions that will keep WOM effect at the peak level. 

 

 This research attempts to disprove the common belief that, WOM cannot be 

controlled by the seller itself. Especially, the effort will be put on Business to Business 

relationships, which are usually considered more unreactive to WOM communication. In 

order to achieve that, author will provide a four-step WOM analysis framework to its readers. 

First, transactions mapping will be utilised to see possible areas of WOM development. 

Afterwards, WOM actors of the market will be identified and customer decision cycle 

elements will be disclosed in order to understand the WOM potential of a particular market. 

Final step of the framework will be the calculation of Customer‟s Total Value which is 

composed of their Lifetime and Referral Values. Research also includes an online survey, 

whose results are converted to numerical data in order to determine Customers´ Referral 

Value.  

 

 In the final part, Telefónica Data/Capacity Services´ customers will be ranked 

according to their total values and a Customer Value Matrix will be created. Customers will 

be segmented into four main groups named as Champions, Affluents, Advocates and Misers; 

all of which have different buying and WOM characteristics. Ultimately, tailored WOM 

strategies will be advised in order to maximize each group‟s total value. 

 

Keywords: Word of Mouth, Traditional Marketing, Business to Business, Customer Lifetime Value, 

Customer Referral Value, Measurement, Tailored WOM Strategies, Connectivity    
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1. INTRODUCTION 

 

This section of the paper will provide an initial insight to readers, about the research 

topic in a broad manner. Consequently, readers will be familiarized to the subject for further 

motive to follow up. Introduction section will be composed of four main sub-sections.  

 

First part will present background information about the topic of interest. Second part 

will be the definition of the problem which makes the author to study on the research topic. 

Subsequently, research questions, which will guide the entire process, will be presented. 

Therefore, readers will be able to understand the main purpose of the research and motivation 

of the author. In the fourth part of the section, author will share his perceived value on the 

subject and share ideas of professionals, who already covered the paper. Final part will be the 

general outline of the entire paper. 

 

1.1. Background Information 

 

Traditional marketing belief suggests that, no matter what is the industry of the 

product or service, the most valuable customer is the one, who contributes most to the sales 

revenues of a company. Therefore, many companies allocate their marketing resources to 

segment customers, according to their purchasing behaviour. For that reason, there exists 

highly sophisticated technology and knowledge in the today`s business environment. Many 

skilled companies have statistical tools, not only can list the value, period and characteristics 

of historical purchases, but also can predict the possible future purchases of each customer. 

Marketing managers use these data in order to estimate potential “Customer Lifetime Value” 

and direct their strategies, efforts and financial resources accordingly. Their purpose is to 

create loyal relationships with customers, who buy the most. In this kind of an approach, it is 

not surprising that, customer relationships are always in favour of the customers, who have 

the highest purchase value in a specific time period. 

 

However, in recent years, many studies prove that, customer`s total value cannot be 

related just with the historical purchases, i.e. CLV. As mentioned by a famous consultant in 

Bain&Company, (Reicheld 2003) customer value is also highly interconnected with 
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customer`s feelings about your product/service and their willingness to talk about it among 

potential future customers.  

 

That‟s where exactly Word of Mouth marketing concept comes into existence. WOM 

strategy implies that, companies should focus to orient their existing customers to talk, 

favourably, with the right people, in a right way about their product or service. (Silverman 

2001) An expert testimonial, a feedback in a customer forum, or simply a recommendation 

from a colleague is far more effective than any push marketing strategy in customer decision 

process. A customer, which does not have valuable or frequent purchases, might have 

significant referral behaviour and assure many others to take the same decisions. Both WOM 

and traditional marketing has a positive effect to the bottom line of an income statement 

when applied correctly. However, in many cases, WOM strategies bring higher revenues 

because of the reasons which will be provided in the following sections.  

 

This paper will focus on the problem of increasing marketing cost and efforts and will 

try to suggest strategic solutions to limit them through effective use of WOM marketing. 

Different characteristics of Business to Consumer and Business to Business (will be named as 

B2B after models will be analysed in order to define the applicability of WOM marketing 

strategies. Finally, investigation will be narrowed down into Telefónica Data/Capacity 

services to see the effect of WOM in that complicated environment. 

 

1.2. Problem Definition  

 

Most important part of an academic study is research problem definition stage. A 

research problem can be an issue or concern, which author presents and justifies throughout 

the whole other stages of the study. But motivation does not always rise from a problem, it 

could also be a statement that author aims to prove or confute. Thus, author has to either 

define a problem or expound an objective statement in order to collect data and build a theory 

on it. This section will present 3 problem statements which initiated that research study.   

1.2.1. Problem A- Marketing resources are limited 

Traditional ways of marketing are not as effective and commonly used as they were 

decades ago. Recently, no matter what is the product or service or the type of the industry, 
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customers are less sensitive to marketer initiated type of communication. It is considered as 

one way, tendentious and abundant, so that not much effective reaching to its target 

audiences. Besides, the cost of reaching to all potential customers through traditional 

channels is continuously increasing in today‟s world.  

 

On the other hand, competitive characteristics of many industries force marketers to 

perform under lower amount of resources. It is no longer possible for companies to provide 

supplementary marketing budgets to their managers. Similarly, both lack of the skilful 

marketers in the industry and their splendid costs avert companies from administering larger 

marketing teams. Because of all those, managers need to find new ways of using their 

resources in a more efficient way.  

 

WOM marketing concept comes to marketers‟ assistance in these difficult current 

conditions. It is one of the most effective marketing methods of all times, where customers 

act as free sales assistants of the company, by actively sharing their experience, opinions or 

standpoints within their homophile environment. (Rogers 1983) Homophile is the name given 

to a group of individual customers who are having similar needs, wants and expectations 

from a product or a service.  

 

With a proper and conscious use of WOM, managers can allocate their limited 

resources in the most efficient way to attract more customers.   

 

1.2.2. Problem B- Customer Decision Time has to be shortened  

 

 There are three ways to increase sales revenues of a company. (Silverman 2001) First 

one is simply increasing the number of customers. More customers do not always assure a 

static increase, but may lead to an improvement in the number of purchases. Second way of 

bursting revenues, is to increase the amount of money that each customer spends per 

purchase. This can be achieved either by increasing the prices (not very applicable in today`s 

competitive markets) or increasing the volume of current orders. Finally, sales revenues of a 

company can be increased by increasing the frequency of purchase. McDonalds developed 

Happy Meal concept after realizing the fact that 80% of the 8-9 year old kids enjoy getting a 
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toy with their meals and thanks to that, purchase more than their average consumption. 

(About Com)  However, this requires innovative, smart and prime actions and needs a lot of 

money and effort. Even when achieved, it can be easily copied by others in the long term.  

 

With the acknowledgement of WOM marketing reality, a fourth way of increasing the 

sales of a company has been noticed; to increase the speed of customer awareness process. 

Customer awareness process starts with an initial discernment, continues with enthusiastic 

full use and ends with an unconditional advocacy in which, customer refers the product or 

service in every possible environment. Time, which customer takes to complete this process 

and become diligent advocates of the product or service, has to be as short as possible. 

(Silverman 2001) Once, this process is completed before the competitors, customers will start 

to talk about the related product or service with others; therefore, destined new customers 

create substantial amount of increase in sales revenues, with almost no marketing cost and 

effort. Companies, which have a better decision support system and make decisions easier for 

its customers, create a competitive advantage of being referred by them; even if their product 

or service is not the top-notch in the market. WOM has the greatest effect on accelerating 

customer decisions and it is the most essential and critical part of all marketing strategies. 

 

1.2.3. Problem C- WOM is considered as impenetrable 

 

Most marketing managers believe that, WOM is out of their control (Silverman 2001) 

and it will be spread as in the level of customers‟ desire. Customers‟ willingness to share 

experience cannot be oriented by the seller with incentive strategies.  

 

However, by correct strategies and customer tailored actions, customers‟ WOM 

spread can be controlled even more than traditional advertisement methods like salesperson 

advertisement, PR, coupons, promotions and all marketing media. Outcomes of a study 

conducted by Forrester Research implies that, half of the customers using online retailer 

websites, give their decision based on the characteristics of the WOM information provided 

on seller`s website. (Chen 2008) One of the most popular features of Amazon.com is, 

consumer review sections, which is actively followed by 10 million consumers. 
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1.3. Research Questions 

 

After identification of the reasons to conduct a research on substantial effects of 

WOM, it is required to reveal author‟s research questions, in order to explain how this wide-

ranging subject has been filtrated for accessing relevant information. Author proposed the 

questions presented below: 

 

Q1. What are the main characteristics of WOM, which makes it more effective on 

customer decision, when compared with any other type of traditional marketing 

method? 

  

Q2. What are the main actors that a marketer should characterize while creating 

company’s WOM strategy?  

 

Q3. Are WOM strategies valid just for B2C relationships? Is it possible to apply WOM 

strategies in B2B applications (ex. Telefónica Data/Capacity Services)?     

 

Q4. Is it possible to create a model in order to measure customer´s WOM spread 

potential and segment them accordingly? 

  

First research question motivated author to concentrate on the reasons why customers 

actively spread WOM about their satisfaction or dissatisfaction on certain products or 

services. Similarly, it is intriguing to find out which properties of WOM affects the customer 

decisions more than any other conventional advertisement method. 

 

Second question is aiming to conceive a framework, which includes the analysis of 

the critical factors of the current situation of the market. The purpose is to observe what type 

of a strategy can be applicable for maximizing the spread of customer created feedback 

information, for a particular market situation. 

 

Third question associates all the research information with the author‟s job 

experience. WOM in B2B relations is not a topic deeply studied by academicians yet. 

Therefore, author aims to discover if WOM strategies can be applicable in Telefónica 
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Data/Capacity Services where customers are all composed of other data carrier companies, 

i.e. competitors of the seller.  

 

For marketers, who already accepted WOM‟s central role on customer decision, very 

next concern becomes measuring WOM spread accurately. (Bodo 2009) Due to its organic 

occurrences, WOM potential of current customers is perceived as impossible to measure. 

However, latest researches proved that, WOM value of customers can be investigated with 

correctly designed tools and models. Fourth question aims to find out possible applications of 

WOM measurement tools that will enable customer segmentation.     

 

1.4. Value of the Research 

 

WOM is a very complicated and difficult-to-predict aspect of customer behaviour. 

Especially in B2B markets, performing a scientific and straight-forward study on WOM 

forces marketers more than any other strategic action. For that reason, it was not a subject 

which is deeply researched by professionals and academicians up to now. Under limited 

resources, author first tried to adapt existing studies for B2C applications to B2B 

environment. For uncovered parts, author decided to survey real customers and intended to 

supply predictive information to readers about the way to design correct WOM strategies. 

With this aspect, paper can be considered as innovative and strongly imaginative.  

 

This study is validated by several key account managers of Telefónica Data/Capacity 

Services, for which, author was working simultaneously during whole research process. It is 

found valuable enough to be applicable. It is stated that, this paper not only assists the 

marketing managers to increase the sales revenues of the company but also guide them to use 

the marketing resources on hand effectively.  

 

1.5. Thesis Outline 

 

In this paper, readers will be able to explore WOM marketing, starting from a broad 

analysis of the concept, to specific applications in B2B relationships in telecommunications 

industry.  
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Chapter 2 will be an informative chapter about the research methodology used by the 

author during Literature Review phase. Author will inform readers about research paradigms, 

research approach, data collection and data analysis methods which are utilised to gather 

information about the subject. 

 

Chapter 3 will include all related information which was already present in the 

literature. Firstly, WOM marketing definitions of valued authorities will be presented. 

Distinctive features of WOM and diminishing interest on traditional marketing methods will 

be provided with real time examples. Additionally, readers will be able to learn how to 

analyse WOM potential of a specific market by means of a WOM framework. Chapter will 

be concluded with the explanation of customer decision cycle elements. 

 

Chapter 4 will be the implementation of the WOM models presented in the previous 

chapter. Initially, WOM potential of connectivity business will be investigated. All business 

transactions will be mapped in order to find out possible application areas of WOM 

marketing. Rest of the chapter will be related with the creation of Customer Value Matrix of 

Telefónica Data/Capacity Services. Readers will be informed about the formulation and 

calculation of Customers´ Total Value, which is a combination of their lifetime and referral 

values. Chapter will be finalized with the statistical information gathered thanks to an online 

survey distributed to Telefónica Data/Capacity Services customers. 

 

In Chapter 5, author will provide different scenarios which may occur in any kind of 

industry. Customer decision cycle elements will be altered in each scenario and strategic 

WOM actions will be advised for the most effective use of WOM power. With these features, 

Chapter 5 can be considered as a generalization of the topic. 

 

Chapter 6 will be a conclusive chapter, starting with the procedure used to answer 

research questions. Paper will be finalized by providing limitations averting further success 

and possible improvement areas of the study for future investigation.  
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2. RESEARCH METHODOLOGY 

 

This section will provide an insight, about the methodology, which is used 

to collect information about the research questions. By means of that, readers will be able to 

understand how the research has been conducted in an academic way. 

 

Related section is divided into four main sub-sections. In the first part, readers will be 

informed about the existing research paradigms in the literature. Furthermore, author‟s choice 

of research paradigm will be stated with its reasoning. Second part will explain the main 

forms of research approaches and author‟s personal choice. Following section will provide 

information about different data analysis methods together with the method used in the paper. 

In the final part, different data collection tools used in the paper will be shortly explained.  

2.1. Research Paradigm 

In the literature, there are two main types of research paradigm:  

2.1.1. Positivism 

Positivism is a philosophical system recognizing only which can be scientifically 

verified or which is capable of logical or mathematical proof. (Oxford Dictionaries) It focuses 

on more precise and quantitative facts that can be considered as objective by all others. 

Outcomes of positivist research are more applicable to a larger sampling group, since it 

allows generalization. This method rejects any kind of introspection, which is the ability of 

the researchers to argument by analogy, and intuitions, i.e. pre-assumptions.  

 

Positivists can be grouped into two different sections which will be explained below: 

2.1.1.1. Ontological Approach 

 

Ontology; is composed of positivists, who believe that reality is separate from the 

individual who observes it. They prefer to separate the researcher and the phenomenon which 

is on focus. A male researcher, who is making a research about psychological effects of 

gynaecological disorders among women, can provide scientific outcomes about his research 

and can easily locate himself out of the topic. His research method will be an ontological 

assumption of positivism in that case. 

http://www.investorguide.com/definition/collect.html
http://www.businessdictionary.com/definition/information.html
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2.1.1.2. Epistemological Approach 

 

Epistemology, on the other hand, is the group of positivists, who question human 

effect on the research subject. They believe that, objective reality exists beyond the human 

mind. Therefore, they do not consider the effect of the researcher itself on the subject of 

research, as well as the others. An extreme example can be a researcher, analysing climate 

change in the last twenty years and totally supporting that the reasons are solely due to solar 

flares, not human based at all.  

2.1.2. Interpretivism 

Interpretivism, in which social realm may not be subject to the same methods of 

investigation as the natural world. Therefore, it claims that, reality is subjective and multiple, 

which highly depends on the human interaction. It accepts sets of qualitative data, which can 

be generalised only from one setting to another. It focuses on smaller sampling groups. 

Almost all the examples of interpretivism consider the truth as an intentional fulfilment. 

Interpretations of the research object matches with the lived experience of the object.  

 

Interpretivists can be grouped into two different sections, just as Positivists: 

2.1.2.1. Ontological Approach 

 

It is composed of interpretivists, who believe that reality and the individual who 

observes it cannot be separated. Human perceptions about the world are inextricably bound to 

a stream of experiences they have had throughout their lives. That‟s why, reality cannot be 

considered as unique and it changes in every different type of human interaction. Unlike the 

example given for epistemological approach of positivism, if the researcher is investigating 

the human interaction on climate change specifically in North America, it accepts reality is 

inseparable from individuals. And for sure, if the same research will be done in Asia, with the 

same approach, the results will be different. 

2.1.2.2. Epistemological Approach 

 

Epistemology, on the other hand, accepts that researcher itself interacts with the 

subject which is being researched. They recognize that the knowledge they built reflects their 

own particular goals, culture, experience, history, and so on. They intentionally constitute 
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knowledge. In other words, they try to make sense of the world, recognizing their sense-

making activities occur within the framework of their life-worlds and the particular goals 

they have for their work. Knowledge is built through social construction of the world. Unlike 

the example given for ontological approach of positivism, if a female researcher, who 

initiates her research on the psychological effects of a gynaecological disorder that she 

suffered in the past and analyses its effects on other women, she interacts with the subject 

that she is investigating. In this case the research can be accepted as an example of 

epistemological approach of interpretivism.  

 

Jörgen Sandberg from University of Queensland‟s business school uses the following 

table to characterize the differences between positivist and interpretive research approaches. 

(Weber 2004) 

 

Metatheoretical 

Assumptions 
Positivism Interpretivism 

Ontology 
Person (researcher) and reality are 

separate 

Person (researcher) and reality are 

inseparable (life-world). 

Epistemology 
Objective reality exists beyond 

the human mind. 

Knowledge of the world is 

intentionally constituted through a persons 

lived experience. 

Research Objective 

Research object has inherent 

qualities that exist 

independently of the researcher 

Research object is interpreted in light of 

meaning structure of persons (researchers) 

lived experience. 

Method Statistics, content analysis. Hermeneutics, phenomenology, etc. 

Theory of truth  

Correspondence theory of truth: 

one-to-one mapping between research 

statements and reality 

Truth as intentional fulfilment:  

Interpretations of research object match 

lived experience of object. 

Validity Certainty: Data truly measures reality. Defensible knowledge claims. 

Reliability  
Replicability: Research results can be 

reproduced. 

Interpretive awareness:  

Researchers recognize and address 

implications of their subjectivity. 

 

Table 1. Research Paradigms – Positivism vs. Interpretivism 
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2.1.3. Author´s Choice of Research Paradigm 

Word of Mouth marketing strategies are highly dependent on the type of offering, 

type of the customer, demographic features of the market, price and promotion strategies and 

market position of the seller. Therefore, it is not possible to talk about an objective solution 

which will be applicable for every situation. Historical statistics obtained for a specific case 

can give some clue about the necessary actions but can never be used “as it is” in another 

case. Therefore, it is not possible to state that, data truly measures reality. That‟s why; 

positivism is not used by the author as a research methodology in that study. 

 

On the contrary, author initiated his research based on his previous experiences in 

effects of WOM Marketing in B2C relationships. Considering that, author is also a customer 

in daily life; noticeable effort has been put in order to understand under which conditions, 

customers‟ referrals affect others‟ final buying decision. Therefore, it has been accepted that, 

researcher and the subject of research is inseparable. Because of all these, the research 

paradigm used at the initial stages of the thesis can be considered as Ontological approach of 

Interpretivism.    

 

As the research progresses, author realized that, analysing the effects of WOM 

marketing on B2B relationships will be much more innovative, since there are not many 

academic studies on that area. Moreover, author‟s job experience in Telefónica Data/Capacity 

Services provided a phenomenological approach in which the thesis subject is experienced 

while being researched. Therefore, research paradigm chosen is shifted towards 

Epistemological approach of Interpretivism, in the later stages of the study. 

2.2. Research Approach  

 

After selecting the correct research paradigm, researcher has to focus on the way 

which will be chosen to elaborate the topic. Two main types of research approach can be used 

for that purpose: 

2.2.1. Deductive Reasoning 

Deductive Reasoning occurs when research is initiated from general information and 

narrowed down to obtain a specific conclusion. A researcher, who follows a deductive 
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Deductive Reasoning Inductive Reasoning 

Premises 
Stated as facts or general principles (It is warm in 

summer in Spain)

Based on observations of specific cases.                  

(Today I left home 45 mins before the start of first 

class and I was on time. Therefore, it takes 45 mins 

from home to school.)

Conclusion
Conclusion is more specific than the information. It 

is reached directly by applying logical rules to the 

premises.  

Coclusion is more general than the informmation 

the premises. (Generalizing)

Validity If the premises are true, conclusion must be true. 
If te premises are true, the conclusion is probably 

true.

Usage
More difficult to use. To find a correct conclusuion, 

needs facts which are definitely true.

Faster and easier. Evidence is used instead of 

proved facts. 

approach, conducts the research with an already existing theoretical knowledge. Hypotheses 

are created and tested by means of empirical observation of the accepted theory. A very 

important fact for deductive approach is that, there is always the possibility for the initial 

premise to be wrong. Therefore, researcher should acknowledge the probability of failing to 

prove his hypotheses even while following an existing framework. (About Com) 

2.2.2. Inductive Reasoning  

Inductive Reasoning, on the other hand, works in the opposite way, moving from 

specific observations to obtain broader generalizations and theories. After making his 

empirical observations, researcher tries to analyse them to generalize and to funnel in order to 

create theoretical knowledge.  Specific observations and measures are used to detect patterns 

and regularities, to formulate some tentative hypotheses to explore, and to finalize by 

developing some general conclusions or theories. Just like the deductive approach, researcher 

should be conservative and accept the fact that initial premises created by observations can be 

wrong, as well as an existing theoretical knowledge. (About Com) 

 

Table provided below shows the main differences between two approaches in terms of 

the initiator premises, conclusion, validity and their usage areas.  

 

 

 

Table 2. Research Approaches – Deductive vs. Inductive Reasoning 
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2.1.3. Author´s Choice of Research Approach 

 

By nature, inductive reasoning is more open-ended and exploratory, especially during 

the early stages of the research. Deductive reasoning is narrower and is generally used to test 

or confirm hypotheses. Most social research, however, involves both inductive and deductive 

reasoning throughout the research process. (About Com) 

 

Author decided to use both types of research approach throughout his study. Main 

purpose of the study was to norm a logical reasoning, which can be considered as a two-way 

bridge between theory and research. At the initial stages of the research, Customer Value 

Theory which is a mixture of customer‟s lifetime and referral values is adopted in principle 

and accepted to be applicable for the specific B2B area of Telecommunications industry. 

With that initiative, author chose deductive reasoning method. In the later stages, the survey 

distributed to the operators aimed to create an empirical observation on the referring 

behaviours of telecom operators. With the results, WOM strategies are tried to be generalized 

in different scenarios. Different incentive strategies are offered to sellers in a theoretical way. 

Therefore, author found the chance of using an inductive reasoning approach in those parts of 

the research. 

 

 Abductive Reasoning is the general name given to such kind of studies in the 

literature. In a WOM Marketing research in B2B relationships, results would not be 

successful, if solely inductive or deductive method was used.  

2.3. Data Analysis Methods 

  

There are two types of research method in order to obtain and analyse the necessary 

data: 

2.3.1. Quantitative Research Methods 

Quantitative research methods are those that include counting and measuring with the 

extended use of statistics. (Gillham 2000) The main purpose of making a quantitative 

research is to generalize the outcomes of an investigation made on a small sample. Also, 

quantitative research methods bring in more objectivity to the subject which is researched.  
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Qualitative Research Methods Quantitative Research Methods

Conceptual
* Concerned with understanding human behaviour 

from the informant's perspective                                   

* Assumes dynamic and negotiated reality

* Concerned with discovering facts                                   

* Assumes a fixed and measurable reality

Methodological

* Data are collected through participannt 

observation and interviews                                              

* Data are analysed by themes from descriptionsby 

informants                                                                           

* Data is reported from the author's perspective.

* Data are collected through measuring                                             

* Data are analysed by numerical comparisons and 

statistical inferences                                                                      

* Data is reported after statistical analyses.

2.3.2. Qualitative Research Methods 

Qualitative research methods, on the other hand, primarily focus on the evidences and 

seek to understand the research problems from different perspectives. (Gillham 2000) They 

play an important role while investigating different behaviours, opinions or values of a 

specific sample group. Participant observations, unstructured interviews or focus groups can 

be given as examples to that kind of research. 

 

Professor Victor Minichiello from University of New England created below table in 

order to highlight the main differences between two research methods. (Gillham 2000) 

 

 

 

 

 

 

 

 

 

Table 3. Data Analysis Methods – Qualitative vs. Quantitative Research 

 

2.3.3. Author´s Choice of Data Analysis Method 

 

In the paper, author used a combination of qualitative and quantitative research 

methods to collect the necessary data. Limitations on time and lack of previous studies on the 

specific topic is tried to be eliminated  by using  natural but more time-consuming insights of 

qualitative research and more-efficient but less rich or compelling predictive power of 

quantitative research together, at the same time. In that sense, this paper can be considered as 

study consisting of mixed research methods. 
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2.4. Data Collection Tools 

 

Following section will inform the readers about different types of data collection tools 

used during the research. As mentioned earlier, in order to enrich the quality, reliability and 

validity of the study, both quantitative and qualitative tools are used together which will be 

categorized respectively below. 

2.4.1. Qualitative Tools 

2.4.1.1. Interviews 

 

Since WOM Marketing is not commonly used in B2B relationships, it was important 

to get an insider opinion about the applicability of the proposed strategies on Telefónica 

Data/Capacity Services offerings. Because of that, a face to face interview with Alfredo 

Fernandez, division‟s marketing manager, is made. As a result of that professional support, a 

new method of WOM application in standard transactions has been discovered, which was 

not taken into consideration in the former stages of the research.  

 

Moreover, a telephone interview with David Alvarez Piña, Telefónica International 

Wholesale Services´ key account manager of Europe, Middle East and Asia region has been 

conducted. The opportunity of his presence in Hong Kong City for the last three years is used 

to understand perspectives of Asian customers to WOM marketing strategies. Therefore, 

applicability of the model outside the focus zone has been questioned as well. Thanks to the 

interview, effects of negative word of mouth spread and the ways to be protected are 

analysed. 

2.4.1.2. Online Survey 

 

Considering the fact that, WOM marketing strategies are not currently in practice for 

Telefónica Data/Capacity Services, author decided to compose an online survey for 

determining customers‟ perceived importance for the research subject. For that reason, all 14 

operators in EMEA´s customer base are surveyed online, with 18, all multiple-choice, 

questions. 

 

 



IMIM, 2011-2013                                                                                                    Hazar Kutay KIRISCIOGLU 

23 

 

Mainly, Likert‟s 7 options scale is used during the survey. By that method, 

participants are requested to respond in a degree of agreement, rather than a concrete yes or 

no answer. By means of that, it became possible to use online survey results in a quantitative 

way as well. 

 

2.4.1.3. Academic Papers, Case Studies and Expert Opinions 

 

Research was conducted mostly among publications on international journals and 

accredited academic papers. Addition to that, publications of George Silverman, who is the 

president of Market Navigation, Inc., a marketing consulting firm, is followed closely during 

the research. His books and personal online blog is covered in order to gain knowledge about 

real time case studies and to observe a different viewpoint on the research subject.  

2.4.2. Quantitative Tools 

2.4.2.1. Historical Purchases of Customers 

 

In order to understand customers‟ buying behaviour in Telefónica Data/Capacity 

Services, last three years‟ statistics of acquired projects, together with their financial values 

are covered. By using historical information, CLV is measured to be used in Customer Value 

Matrix formulations. 

2.4.2.2. Company Brochures and Presentations 

 

Telefónica Data/Capacity Services` brochures and informative presentations for 

customers have been analysed. Therefore, technical details of the offerings and the standpoint 

of the components on the pure product - pure service scale have been observed. Intermediate 

players in international Data and Capacity connections and transactions between them are 

familiarized. 

2.4.2.3. Market analysis of TV Advertisement Industry 

 

A market analysis report about the growth rate of TV Advertisement industry in 

Europe has been covered. The purpose was to highlight the diminishing trend of traditional 
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marketing techniques when compared with WOM marketing strategies. Quantitative 

information of industry growth rates are used to prove the hypotheses. 

2.4.2.4. Online Survey 

 

Author decided to use the answers of participants in an innovative way in order to 

come up with quantitative conclusions. Main reason was the lack of numerical data for the 

estimation of customer referral values. According to the participants´ answers to critical 

questions, referral values of customers were estimated by the author and summed up to their 

CLV. Therefore, it became possible to list and categorize the customers according to their 

total value. 

3. LITERATURE REVIEW 

 

This section will provide theoretical information about the research subject, which is 

already available in literature. Study will be initiated by definitions of WOM marketing, 

filtered from academic publications, in order to see the development of that phenomenon in 

time. Subsequently, general features of WOM marketing, which differentiate it from any 

other traditional marketing method, will be listed. In the following part, the results of a 

statistical analysis will be shared in order to prove diminishing value of TV advertisement, 

one of the main traditional marketing tools.  

 

In the fourth part of the section, author will provide 4 different models which were 

used by other academicians in order to predict WOM potential in a specific market. Finally, 

elements affecting customer decision cycle will be explained in detail for using them in the 

Implementation and Analysis section.   

3.1. Definitions of WOM Marketing 

 

Some of the academic definitions of WOM marketing will be presented in a 

chronological order on the below table. Therefore, it will be possible to see the evolution of 

the concept, as time proceeds.  
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Year Author Definition Comment 

1967 Arndt J. 

"Word of Mouth is defined as oral, person to person 

communication between a receiver and a communicator 

whom the receiver perceives as non-commercial concerning a 

brand, a product, or a service." 

Online Word of Mouth is not present 

yet. 

1983 
Richins 

M. 

"Word of Mouth communication was defined as the act of 

telling at least one friend or acquaintance about the 

dissatisfaction." 

Word of Mouth does not necessarily to 

be positive all the time; customers can 

share their negative experiences as well 

as positive ones. 

1987 
Brown & 

Reingen 

"Word of Mouth exists at the macro level of inquiry (flows of 

communication across groups) as well as the micro level. 

(flows within dyads or small groups)" 

With the revolution in communication 

techniques, it became possible to spread 

individualistic feedback with 

communities in one go 

1992 Bone P.F. 

"Word of Mouth is an exchange of comments, thoughts, and 

ideas among two or more individuals in which none of the 

individuals represent a marketing source." 

It is believed that customers cannot be 

oriented for advocacy and Word of 

Mouth spread. 

2001 
Silverman 

G. 

"Word of Mouth is communication about products or services 

between people who are perceived to be independent of the 

company providing in a medium perceived to be 

independent of the company." 

Word of Mouth develops in an 

environment without seller´s control. 

2008 Chen, Xie 

"Seller can allow the customers to post their reviews on their 

own website to burst the effects of Word of Mouth 

Marketing." 

Word of Mouth marketing no longer 

develops solely in an independent 

environment; seller can proactively 

provide necessary channels. 

2010 
Sørensen, 

A.C. 

"The challenge  for  companies  lies  in  learning  how  to  

listen  to  consumers‟ conversations, discovering the best way 

to incorporate these insights into a tool for targeting their 

intended audiences. The main challenge is to understand 

which elements are important in relation to online word of 

mouth and how to utilise these in the best possible way." 

With the correct marketing strategies, it 

is possible for sellers to orient their 

customers to spread Word of Mouth 

information more effectively. It can be 

fostered and guided to support specific 

business objectives. 

 

Table 4. Definitions of Word of Mouth Marketing 
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3.2. Features of Word of Mouth Marketing 

 

By many expert marketers, WOM is considered to be the most powerful, influential 

and persuasive way of marketing in the literature. (Silverman 2011) But what are the main 

properties of the WOM marketing differentiating itself from other all present techniques? 

Following section will summarize the main features of WOM and its distinctions from 

traditional marketing methods.  

3.2.1. WOM Delivers Experience  

 

For all types of products or services, customer can gain the wisdom of experience by 

two different ways. Direct experience, is the term used for the customers, who simply 

purchase and learn through direct use. (Silverman 2001) Obviously, it is the most effective 

way of getting knowledge. However, depending on the product or service, it may be too risky 

and costly in time or money. Besides, customer, as an individual, represents the smallest 

sample size, which does not allow generalization for future. Even though, the first purchase 

by the customer gave a positive experience, it does not guarantee that the results will be the 

same for the following ones.  

 

Second way of learning is called indirect experience. (Silverman 2011) In this 

method, customer learns through the pool of experience generated by several other 

customers. Indirect experience, which can be gained by means of WOM, provides a larger 

sample size. Therefore, in a medium where WOM spread is present, it will be easier for the 

customer to finalize buying decision. Except free trial opportunities, which, in fact, are not 

possible for every product or service, none of the traditional marketing technique provides the 

same experience to the customer.   

3.2.2. WOM is Independent, Therefore More Credible 

 

Any kind of traditional advertisement contains a designed message, and is worded by 

a medium, which is owned by the seller. This creates low-credibility in customer mind. 

That`s why, a typical customer usually seeks for a trusted advisor (totally independent of the 

company) who encourages them to use the product or service, which is directly experienced 
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before, on a totally independent platform. For that reason, customers have a higher tendency 

to interact between each other. This phenomenon is called “Like Me” principle and it makes 

customers to follow and trust more to the customer created information rather than the seller 

created one. (Raluca 2012) 

 

In other words, customers rely on WOM more than any other type of traditional 

communication; because it is objective and independent. Customers are aware of the fact that, 

it is the only source by which they can access to negative and undesirable aspects of a 

product or service, as well as the positive ones. It increases the credibility of WOM 

information in customers‟ perspective. 

3.2.3. WOM is Not a Push Strategy 

 

Statistics show that, an average person is exposed to about 200 to 1000 sales 

communications per day. (Silverman 2001) All types of advertising (whether it is through 

salespersons or other traditional marketing channels) are perceived as confusing by 

customers, when they reach to that number. Besides, they create immunity on the decision 

taker and hence, lose their attraction. Because of that reason, many of them can be considered 

as spam and simply ignored by the customers, even though they might be directly related 

with their specific needs and wants.  

 

On the other hand, WOM information is always valid and searched by the customer 

itself, when there is a necessity. It eliminates the possibility of bothering the customer and 

creating an involuntary aversion.  

3.2.4. WOM Is Custom Tailored, More Relevant and Complete 

 

Traditional way of advertisement is not tailored for specific customer groups; purpose 

is to be widespread as much as possible. It is more likely to give an elevator pitch, in which 

all of the attributes are listed without considering what is really required by the customer. 

Even in a good application, advertisement can lack some information which is actively being 

sought for by the customer. 
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However, during a WOM communication, a colleague, a friend or an expert refer the 

properties of a product or service, just because they think that, it will be interesting also for 

others. They usually respond to the questions which will probably be asked by other decision 

makers. More relevant information always gets more attention from potential customers. 

3.2.5. WOM Information Is Self-generating, Grows Exponentially   

 

Every researcher studying on WOM marketing knows the outrageous story of Ms. 

Nirider and Snow-Ease. (Silverman 2001) Ms. Nirider was in charge of the sales operations 

in Wilmarc, which is a company in Indiana, USA, making plastic components such as 

composting bins, leaf baggers and an unusual rounded shovel that scrap away snow; called 

Snow-Ease. One day, she received an unusual call from an old customer who is requesting 

one Snow-Ease to be shipped to her house. Problem was that, Wilmarc was not doing retail 

sales; company was working only with wholesalers. However, Ms. Nirider was aware of the 

snow storm coming very soon, so she gave an abrupt decision of shipping one Snow-Ease 

directly to that customer‟s house, without charging any shipping or packaging cost. A few 

days later, Lynn Cullen who has a popular talk show on Pittsburgh‟s WTAE channel, was 

telling to all audiences that, her neighbour received a snow shovel shipped directly to her 

house, in the middle of snow storm! She was congratulating the company giving that kind of 

a service. Very next day, Ms. Nirider received another call from an individual customer for a 

new order, which was followed by many others very soon. She decided to respond all orders 

in the same way even though; she knows that it was not profitable to make retail sales like 

that. Just in few weeks, Wilmarc launched its retail mail-order business with a premium price 

including all shipping costs. And thanks to the power of WOM marketing, Wilmarc is a 

company in national level now.  

 

As can be seen in the case example, the spread speed and scope of WOM is unlimited. 

When managed correctly, it is the most widespread and quick way of advertisement. For that 

reason, in some expert definitions WOM is also named as “Viral Marketing”. WOM can be 

extremely effective and time saving, especially in case of launching new products or services. 
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3.2.6. WOM Is Tremendously Cheap and Labour-Saving 

 

Costs of traditional ways of marketing are increasing almost every day. Besides, 

differentiating the product or service in a competitive environment and stimulating customers 

with traditional advertisement strategies require extraordinary effort. Significant amount of 

financial resource and skilled labour force is necessary to gain brand recognition. 

 

On the other hand, WOM is a very inexpensive way of marketing to initiate, amplify 

and sustain. In some occasions, third party organizations manage WOM marketing with 

almost no cost on behalf of the seller. When managed in parallel with active promotional 

efforts, WOM helps marketers to limit their marketing sources and effort. 

3.3. Trends in Traditional Marketing (TV advertisement)  

 

Continuous decline trend on TV advertisement markets in Central and East Europe, 

since 2009, can be used as a proof of changing perception of customers. Additionally, current 

Eurozone crisis and economic volatility in the area depressed companies and forced them to 

shorten their marketing budgets. Advertisers prefer to steer their budgets from expensive and 

highly regulated TV advertisement sector to other marketing channels.  

 

Despite the fact that, last year, Europe hosted two consequent sports events like Euro 

2012 and London Olympics, which are followed on TV throughout the world, TV 

advertisement sector failed to actualize the expected boost. Only in 5 out of 14 European 

countries, TV advertisement markets showed positive growth in 2012 and for all of them, 

growth rate was lower than previous year. (Kilkiewicz and Knapp 2012) When countries 

showing a positive growth were analysed, interesting outcomes were obtained. In Turkey, 

Russia and Ukraine, which have a considerably high population when compared with 

Western European countries, TV advertisements are still used in order to reach to a larger 

addressable market. In Latvia and Lithuania, which had a closed domestic market policy in 

almost all industries, before accession to EU, not only TV, but also any kind of advertisement 

channel is improving recently. 
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Results do not show very different trends in other regions as well. As a result of that, 

companies should consider other means of marketing strategies which are much cheaper and 

more directed to the targeted customer. WOM marketing is probably one of the best-fit 

solutions for companies which desire to increase their revenues and be stable in today`s 

competitive environment.  

 

3.4. WOM Analysis in Four Steps 

 

WOM is a very powerful promotional tool. It can increase or decrease the sales 

revenues of a company in a very short time, thanks to its influential effect on customers. 

However, despite its importance, it is disregarded by many marketing managers of today‟s 

business world. It is usually considered as “Natural” and “Impossible to Control”. 

 

It is true that, if no strategic action is taken, natural evolution of WOM will be an 

inevitable fate. How can the destiny of a company be consigned to a natural and 

uncontrollable process? Isn‟t it possible to create a strategy to exploit WOM advantages or 

avoid its impediments to grow? In this section, author aims to combine different literature 

studies made before in order to propose a general framework which can be used to create a 

WOM marketing strategy. Four different WOM potential prediction models will be presented 

in the following paragraphs. 

3.4.1. Map Transactions and Identify Areas of WOM Controls  

First step of creating a WOM marketing strategy is to know the details of the on-

going business. All possible business transactions have to be analysed very carefully. None of 

the industries are identical; every single one has its own specific characteristics. Therefore, 

WOM strategy of another business cannot be directly copied, if the purpose is to sustain in 

the market. 

 

Consider a situation that, your customers are also your competitors in the same 

market. Fruit import and export industry can be given as an example. A company in France 

has a business relationship with a Portuguese one, on exporting strawberries. Similarly, same 

French company has an Italian customer, which imports apricots, and coincidentally 

exporting strawberries to many other countries in Europe at the same type. In such a business 
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relationship, although both Portuguese and Italian companies are customers of the French 

one, none of the WOM incentives can encourage Italian company to promote quality and 

speed of the French company‟s service to the Portuguese one. Reason is obvious, Portuguese 

customer can be a potential customer for the Italian exporter in the future. In these cases 

where WOM does not naturally occur, strategic marketing actions are essential. For instance, 

a strategic alliance can be set between French and Italian companies and both can promote 

their service for another region or product, on which the other one doesn‟t have any business.  

 

A very famous gourmet, whose columns on the newspaper are followed by thousands 

of people, prefers to eat at city‟s not-so-famous restaurant. He is a frequent visitor, showing 

that, he is highly satisfied by his experience. In such a case, management has to allocate all 

efforts and financial resources just to convince him to share his feedback on the newspaper. 

Presence of an expert in customer base, in such a business, is an opportunity, which should 

not be lost. This example proves that, a marketer has to be aware of customer profiles. 

3.4.2. Identify WOM Actors 

WOM is a highly complicated mechanism shaped by many intermediate elements 

which are positively or negatively interconnected to each other. In order to create a WOM 

strategy of a product or service, managers should first acknowledge these intermediate actors 

and the character or strength of the relationship between each other. There are five main 

actors determining the characteristic of a WOM strategy which will be explained below: 

3.4.2.1. Type of Purchase 

 

Almost for all industries, consumer consciousness is enhancing continuously. 

Customers are much more demanding and rigorous in their purchases, than they were one 

decade ago; regardless of the value of product or service. In addition to that, alternative 

solutions for particular needs and number of providers are increasing continuously and this 

contributes to a more competitive environment. As a result of these, sellers choose to 

accompany additional attributes to their main product or service offerings and gain a 

competitive edge in the market. All these facts complicate purchases in today`s world; hence, 

it is very difficult to categorize a purchase, simply as a “Pure Product” or “Pure Service”.  
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Almost in all areas of sales, customer experiences both product and service features 

within the same purchase. For instance, a dinner in a restaurant with an acceptable quality 

level; offers products, which are simply all dishes in the menu; and services, like the 

decoration of the plate/table and serving conditions, at the same time. 

 

However, WOM effect varies significantly depending on the product or service 

likelihood of the purchase. Therefore, managers should be aware of the characteristic of their 

offerings and the factors determining it. Four factors distinguishing physical products from 

non-physical services are the degree of their tangibility, perishability, inseparability and 

variability. (Zeithaml and Bitner 2002)  

 

Services are more difficult to evaluate than products. (Fang et al. 2011)  Services have 

intangible characteristics, when compared with a physical product. Moreover, services can be 

highly customized under different circumstances. Therefore, service customers usually do not 

have a crystal clear idea and search for more information about service purchases, including 

the direct experience of other customers. Compared to tangible goods, service consumers are 

more confident in personal sources of information and it had a greater influence on their 

purchase decisions. (Murray 1991) As a result, it can be easily stated that, service clients are 

affected more by WOM information than product ones. Service providers such as lawyers, 

physicians, hair dressers perform their customer acquisition mainly through WOM support. 

(Brown and Reingen 1987)  

3.4.2.2. Perceived Risk  

 

Although WOM characteristics are highly dependent on the type of the purchase, this 

does not mean that, only service offerings create WOM necessity and product offerings are 

not affected at all. On the contrary, even during the purchasing decision period of pure 

products, customers could easily be attracted by positive or negative WOM. One of the 

factors which contribute to that situation is the perceived risk of purchase and will be 

explained in detail below. 

 

Perceived risk indicates the level of uncertainty in customers‟ mind, before deciding 

to purchase. Depending on the alternative solutions for a particular need, price and 

complexity of the component, every single purchase contains various risks. Risks can be 
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categorized under six different groups which are financial, performance, social, 

psychological, safety and loss of time. (Fang et al. 2011) Customers always tend to reduce the 

risk, as much as possible, prior to the end of their decision cycle. WOM is one (probably the 

most effective) of the tools that can be trusted and followed. It is reasonable to state that, as 

the perceived risk of the product or service increases, customer actively seeks for more WOM 

information in order to reduce it. 

3.4.2.3. Word of Mouth Request 

 

Before designing a WOM strategy, marketing managers have to be aware of the 

demand and willingness of potential customers for hearing the feedback of experienced ones.  

WOM request is an intermediator, which is strongly dependent on the type of purchase and 

perceived risk. It considerably affects WOM influence and spread level of WOM. 

3.4.2.4. Word of Mouth Influence 

 

It represents the level of persuasion of WOM on customers. It would not be correct to 

formulate its trend and relate it with product type and perceived risk directly. A movie ticket 

can be considered as almost a pure product purchase with a very low financial and loss of 

time risk, but WOM influence is extremely high in those types of purchases.  Every single 

case has to be analyzed by itself and degree of WOM influence should be determined 

separately. 

3.4.2.5. Word of Mouth Spread 

 

WOM spread can be considered as the enthusiasm of the customer to spread his 

positive or negative experiences with a non-commercial or seller driven initiative to others. 

Except WOM influence (customer usually refers his experience without waiting to be 

accepted by another customer) spread degree of WOM is highly dependent on all other actors 

mentioned above. Relationships between these factors will be analyzed in detail, in the 

following section. 

3.4.2.6. Word of Mouth Actors and Their Relationship:  

 

Fang et al. (2011) created a sampling method and questioned a focus group of 895 

people in Taiwan in order to collect data and define the type and strength of relationship 
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between WOM actors. Focus group consisted of people ranged from 18 to 61 years old, and 

47 % of the respondents were female. They were requested to answer standard questions for 

one product or service, which they can select among 16 different options. All these controls 

aim to increase the reliability and consistency of the model. Results are summarized in below 

figure, together with t-values, which are representing the strength of the relationship.  

 

 

Figure 1. Word of Mouth Actors and Their Relationship 

 

All of the mentioned WOM actors are either directly or inversely proportional to each 

other, to some extent. WOM actor relationships will be explained in the following 

paragraphs. 

 

As mentioned before, service offers, by its nature, have intangible characteristics 

compared to products and they create more uncertainty in customers‟ mind. High t-value 

(6.9) for the relationship between product type and perceived risk proves that, greater the 

service component in a product, higher the level of risk that customer perceives prior to 

purchase. For instance, choosing an appropriate hotel for a family holiday creates more 

pressure on the customer, because of the blurry components of the purchase and risks 

involved, when compared with a selection of TV even though two purchases might cost 

almost the same. 

 

Completely in parallel, as perceived risk increases for a specific purchase, customers‟ 

willingness to access to information coming from experienced users or expert testimonials 
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increases. Collecting information by itself, takes time and cognitive effort for the customer; 

besides, it could still be less trustable than listening a friend‟s feedback. Therefore, customers 

become more motivated to collect WOM information in order to reduce such effort. T-value 

of 5.93 between perceived risk and WOM request relations supports that outcome. 

 

Relationship between product type and WOM spread yields a t-value of 2.24, which 

addresses a low level dependence. Whether it is a pure product or a pure service purchase, 

customer will spread WOM if its profile fits to share the experience with others. This 

phenomenon is more related with demographic, cultural and economic profile of customers. 

However, it would still be reasonable to state that, services such as entertainment, hospitals, 

and cosmetics have higher WOM spread potentials, which is quite opposite in case of 

products such as oil, chemicals or furniture. These products are either completely immune to 

WOM or have a less WOM spread potential than services.  

 

In an environment having a high level of WOM request, it is easy to conclude that, the 

WOM influence (both positive and negative) will be more effective and inevitable. Customer 

cannot trust to any kind of information or advertisement which is incidentally obtained. T-

value of 13.24 addresses the strongest relationship among all relationships and proves that 

comment. 

 

It is very difficult to create a direct and strong relationship between product type and 

WOM influence. Although an air conditioner (almost pure product) can be considered as a 

low risk purchase, with a low perceived risk and thus, low WOM request; especially a 

negative WOM can play a huge role in defining customers‟ buying decision. These two 

factors represent an independent behaviour between each other. T-value of 3.02 proves that 

independent relationship between product type and WOM influence. 

  

Finally, it can be concluded that, any customer, actively seeking for WOM and 

trusting to its mechanism, will actively spread his positive or negative feedback, just after the 

purchase. Relationship between WOM request and WOM spread has a t-value of 12.56, 

which proves the consistency of the survey hypotheses.    
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3.4.3. Define your company´s current Status of WOM 

 

WOM spread does not necessarily have to be positive. In case of a quality or 

dissatisfaction issue, customers share their negative experiences, as well as their positive 

ones. Besides, magnitude of the WOM is another important variable, which should be 

considered for defining a correct and applicable strategy. Marketers, who do not know the 

characteristics of the existing characteristic of WOM for their products or services, can even 

worsen and diminish the sales, in case of an implementation of a new WOM strategy. This 

section will help readers to understand, how WOM information on a product or service can 

be grouped according to its stance (negative or positive) and magnitude. 

 

According to customer behaviour experiments, no matter what are the industry, 

product or service conditions, a satisfied customer is likely to share his positive experience 

with approximately 3 others. On the other hand, an unsatisfied customer shares his negative 

experience with approximately 11 people. (Silverman 2001) Therefore, it is better for 

marketers, not only plan their strategies, in case of a positive customer feedback, but also be 

prepared when the product or service receives a negative WOM. Following paragraphs will 

explain nine levels of word of mouth starting, from extremely negative, to extremely positive. 

(Silverman 2001) 

 

Minus 4: Almost all customers are complaining about the product or service in a level 

of a public scandal. Customers perceive spreading negative word of mouth as a responsibility 

to warn the others. In this kind of situations, a product recall can be the only way of survival 

for the brand. There is almost nothing to do to save the product or service itself. There are 

only two exceptional occasions, in which progress can be different. First, product or service 

should be a necessity for customers with no alternative. Government‟s postal services can be 

given as an example. Immediate improvement is still essential, because customer can choose 

substitute products on hand in case of a crucial failure. The second exception is when a 

product or service creates an obsession or addiction. In this case, the product or service 

creates full and unbreakable trust on customers. Readers would remind that, even after the 

“Death Grip” scandal occurred in 2010, IPhone 4 sales, surprisingly, were not affected at all. 

Similarly, revenues of cigarette producers‟ remain stable over time; despite all health 

problems caused by tobacco products are very well-known by consumers. For any other 
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occasions, WOM is so powerful that, in case of a negative referral on this level, dissipation is 

inevitable.   

 

Minus 3: Different from Minus 4, negative WOM is not in the scandal level, but 

customers‟ willingness to spread it remains the same. In presence of any other alternative, 

potential customers will always prefer to eliminate risk, even though the product or service 

has many other advantages (price, early delivery etc.). Revenue erosion will be extremely 

fast. Solutions are the same as the ones for Minus 4 level, but it usually takes years to recover 

the effects of negative WOM, for sure, if the company does not bankrupt in that period.   

 

Minus 2: In this level, customer does not share their negative experience before 

potential customers ask for it. However, when WOM information is requested, they strongly 

try to convince others, not to select that product or service. In that level, sales revenues 

decrease slower than Minus 3 and Minus 4 levels. But, effectiveness is still highly dependent 

on the WOM request level in the market. In order to solve that problem, quick and absolute 

improvements should be performed before number of customers increase. In some service 

offerings, seller may even slacken the delivery quietly and focus on the problems. Low WOM 

spread speed can be considered as the only advantage in that situation. 

 

There is another essential seller strategy in case of a Minus 2 level negative WOM. 

Any traditional marketing action has to be cut back. Paradoxically, potential customers´ 

interest after a traditional advertisement will trigger their eagerness to get other‟s opinion. 

Therefore, negative spread may diffuse faster than its normal evolution.      

 

Minus 1: In this level, customers do not actively complain about the product or 

service. But, they always have some negative things to say, when WOM information is asked. 

On that level, traditional marketing techniques or sales promotions will help to eliminate 

negative perceptions. Even an aftersales responsible can easily turn customers‟ negative 

opinions into positive. A good example can be wireless internet carriers. Although some 

customers occasionally have problems with their connection, potential customers never 

change their purchasing decision due to that temporary situation. For sure, competitors‟ 

position in the market also has an important role on that.  
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Zero Level: It is the level, where most of the decent products or services are. 

Customers either have nothing to say about the product or service, or positive and negative 

aspects compensate each other, so that they prefer not to share their feedback with others. 

Because of the lack of WOM, it will be very difficult and costly to be widely accepted by 

using traditional marketing methods only. 

 

Plus 1: Customers have positive ideas about products or services, but no enthusiasm 

for sharing with others. It usually occurs when a product or service is perceived as a 

commodity. Having a positive experience is highly expected by the customer. For that reason, 

customers share their positive feedback only when it is asked for. For instance, almost all dry 

cleaning stores are able to deliver clean clothes, as it is the expected service. Providing 

superior service level in that market does not always guarantee distinction. In case that one of 

the players is providing the same service in a considerably lower time, this attitude will 

normally not be a subject of discussion between two customers, unless one asks to the other.  

 

In this level, WOM spread can be encouraged by continuously reminding their 

positive experience to current customers, by means of traditional marketing tools.    

 

Plus 2: In this level, customer has a lot to glorify the product or service. They 

promote their purchasing experience with high enthusiasm, but only when it is asked by 

another potential customer. Any traditional marketing method stands feeble compared with 

the unused potential of WOM. On that level, it is very important to provide necessary 

channels and materials for customers to share their experience. Incentives can speed up the 

process, especially during the introduction and growth stages of the product life cycle.  

 

Plus 3: Experienced customers share their positive experience with others in a 

convincing level, without any seller influence. Seller can provide online forums or social 

events, which will make customers to feel more involved with the brand and to generate 

loyalty. Sharing customers´ comments in a seller-owned channel shows the confidence level 

of the seller. Ferrari Community, which is the official online forum owned by the company 

itself, provides a platform to its customers for sharing their experiences. Only limitation to be 

a part of that community is to be a Ferrari customer. Content and structure of comments are 

not overhauled. 
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Plus 4: In that level, experts, local influencers, typical customers, third party 

reviewers are all talking with each other about the product or service for blessing it. They are 

active in almost all kind of channels that can be used for the spread of WOM. Seller has a 

distinct and superior position compared to its competitors. Sales revenues increase 

exponentially, since positive WOM is spreading quicker than expectations.  

 

 The only responsibility of the seller is to maintain (or improve, if possible) the quality 

of the offering. It usually is difficult to stabilize the level of customer satisfaction when 

demand is growing rapidly. In case of a fatal failure, level of disappointment will be much 

higher, since customer has the highest expectations from their experience. Companies can 

allocate their idle marketing resources for quality management operations on that level.  

3.4.4. Segment Customers and Create “Customer Value Matrix” 

 

As mentioned before in earlier sections, classifying customers, solely, in terms of 

their purchasing behaviour will mislead marketing managers. Customers, which do not have a 

regular purchasing history or costly orders, may, in fact, bring more value to the company 

than any other one. Their approach to refer the product or service to potential customers plays 

a crucial role on their total value. Marketers have to include the effect of WOM to their 

customer value calculations and come up with a strategy that will maximize the value of their 

entire customer base. Thus, they might allocate their financial resources and productive 

power for a more valuable customer base which will exponentially increase sales revenues of 

the company. Therefore, companies earn a better return on their marketing investments and 

create a competitive advantage in the market.    

 

Kumar et al. (2007) created a model in order to bring that core idea into practice. 

Authors tried to formulate customers´ ability to bring in new customers and combine it with 

their CLV to find out their total value for the company. A new variable which is called CRV 

was utilised for that reason. Therefore Customer Total Value can be formulated as: 

 

Customer Total Value = CLV + CRV 
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 CLV calculation is pretty straightforward. CLV is simply equal to the difference 

between monetary value of the whole purchases and seller´s specific cost of marketing for 

that particular customer. In case the company does not have a computerized model to predict 

future purchases, historical purchases for a considerably long time period can be used as the 

projection of future. However, it is important to use the same time period for the entire 

customer base in order to maintain consistency in calculations. 

  

 

Figure 2. Customer Lifetime Value Formulation 

 

CRV calculation is a bit more complicated than CLV calculation. First of all, it is 

necessary to identify “successful referrals” of a customer, i.e. the cases in which a new 

customer finalizes its decision, solely because of the referral of that former customer. Second 

important criterion is to select an appropriate time frame for data collection. During CRV 

calculations, past behaviour is taken into consideration for the prediction of future behaviour.  

If a company is providing incentives to its customers for WOM spread, ideal time frame to 

observe would be the time between the start and end dates of that campaign. If customer is 

not encouraged to WOM by incentives, it is more preferable to take shorter time periods, to 

observe their WOM behaviour just after the purchase. Naturally, WOM is a post purchase 

activity, having its strongest phase just after the sale and diminishes with time. (Raluca 2012) 

 

 But, for how long a customer, who was previously acquired by a positive WOM of 

another, can be considered as destined? In return for its consecutive positive experience, 

every customer change its phase from the customer which is affected by WOM to the one 

starting to spread WOM. After that phase, customer can no longer be prompted by others‟ 

feedback about the product or service. In CRV calculations, it is necessary to estimate this 

time correctly. It highly depends on the factors listed below: 
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 Level of Customer Satisfaction 

 Type of the Industry  

 Type of the Offering  

(Product/Service, Consumer/Industrial Goods, Convenience/Specialty Goods, etc.) 

 Frequency of the Purchases 

 Brand Reputation 

 Current Market Situation of the Seller 

 

Due to the existence of the traditional marketing tools, marketer should be sure in his 

analysis that, the acquired customer finalizes his purchasing decision, because of WOM, at 

least to some extent. It will not be truthful to incorporate the value of a new customer to CRV 

calculations, who would take the same decision without any customer feedback information.  

 

In this paper, customers, who choose the related product or service by the effect of 

WOM information, will be named as Type1 customers. On the contrary, customers who 

might be affected by other means of marketing methods will be referred as Type2 customers.  

 

One and only way of defining Type1 and Type2 customers is, collecting more 

information about them. Therefore, it is highly advised to survey new customers and find out, 

which marketing tools affected their choice. It is essential to know whether they would buy 

the same product or service, without any WOM spread or not. (Kumar et al. 2007) 

 

CRV of a particular customer is composed of two main parts: 

 

A) CLV of each Type1 customer acquired thanks to the support of that particular 

customer. Besides, savings coming from cancelled acquisition costs have to be 

appended. In case of a WOM campaign, the cost of it has to be deducted from the 

grand total. 

 

B) Savings gained from cancelled acquisition costs of each Type 2 customers, which 

were acquired thanks to the support of that particular customer. 
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Since all the calculations are for prospective investments or earnings, using 

discounted cash flow would give a more concrete result. 

 

 

 

 

 

 

 

 

Figure 3. Customer Referral Value Formulation 

 

After calculation of CLV and CRV respectively, it is possible for the marketer to 

calculate the total value of all customers and segment them accordingly. One of the most 

appropriate tools for determining strategic importance of each customer on a single platform 

is Kraljic Matrix.  

 

“Customer Value Matrix” which will be used in this paper will include four cells on a 

two by two matrix as presented on the figure below. Customers who have a high score for 

both CLV and CRV will be named as “Champions”. “Affluents” will be those, who have 

high CLV but low CRV. Customers who have a poor buying behaviour, but frequently share 

their experiences with others will be named as “Advocates”. Finally, customers who score 

low on both measures will be named as “Misers”. (Kumar et al. 2007) 

 

 

 

 

 

 

 

 

 

 

Figure 4. Customer Value Matrix 
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Creating a segmentation matrix like “Customer Value Matrix” is valuable, only when 

tailored strategies are evolved for each group of customers. Besides, if WOM incentives will 

be provided by the seller, it has to be taken into account that, every section has its particular 

needs and motives to spread WOM. Next paragraphs will inform the readers about 4 different 

customer segments and possible strategies tailored for each of them.  

3.4.4.1. Champions 

 

Customers in this section are the most desirable ones. They have frequent and high 

volume orders. Not only their expenditures are abundant, but also they usually reflect their 

experiences to potential new customers. There is no need for extra effort of seller to motivate 

them for spreading WOM information. Therefore, marketers can relax their concerns on 

Champions and focus on other groups of customers. Ideally, the ultimate goal is to locate 

whole customer base in Champions section. 

3.4.4.2. Advocates 

 

This group of customers are highly appreciated due to their referral behaviour. In 

competitive industries, it is very difficult to obtain and retain this type of customers. Their 

only drawback is having low volume orders, which are not as frequent as Champions. 

Therefore, their CLV is considerably low compared with their CRV.  

 

Marketers have to focus on strategies which can turn Advocates into Champions by 

increasing their lifetime values without compromising their referral ones. With well-designed 

WOM strategies, seller is able to encourage customers to up or cross-selling or orient them to 

enhance their product lining. Since every customer has specific ordering characteristics, 

which are composed of different products or services, generalized incentives are not 

applicable. One to one seller-customer relationship is essential.   

 

3.4.4.3. Affluents 

 

This type of customers has high CLV. They usually purchase by means of large 

volume orders which are also frequent. However, their main characteristic is the lack of 
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willingness to talk about their purchasing experiences with other potential customers in the 

market. In other words, their CRVs are notably low.  

 

Business purpose of the marketer for Affluents is the same as the one for Advocates; 

turning them into Champions. But this time, it is necessary to increase their referral values, 

while maintaining their lifetime values. Therefore, customers have to be oriented to spread 

the WOM information, as soon as they experience the product or service. Seller might attract 

affluents by providing WOM incentives, such as a discount for future purchases or an extra 

aftersales service. This kind of promotions will result in increased number of Affluents who 

try to spread WOM information as much as possible. Different from Advocate strategies, 

Affluent strategies can be generalized. However, it would be much more effective to segment 

affluents according to their needs and wants and tailor the incentives adequately.  

 

3.4.4.4. Misers 

 

This type of the customers is least desirable, but not dispensable. Both their CLV and 

CRV are not as high as expected. It can be considered as an attainment, if this group of 

customers can be moved to either one of the three other customer categories. Besides, the 

marketing effort which has to be allocated for this group is highly dependent on the total 

number of customers and their WOM potentials. A combination of Advocate and Affluent 

strategies can be applied to attract Misers. For instance, it will be convenient to provide up or 

cross-selling opportunities in parallel with a WOM spread incentive like price discounts.  

 

Initiating WOM campaigns for collecting the entire customer base into Champions 

segment, is not a success by itself. Nonetheless, cost of running these campaigns have to be 

lower than the possible profit that can be generated, i.e. return on investment. Therefore, it is 

highly critical to estimate the results of WOM strategies correctly.  

 

3.5. Customer Decision Cycle Elements  

 

As mentioned earlier, correct WOM strategies support marketers to shorten customer 

decision cycle. However, it is very probable that, a strategy which is tailored for a specific 
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customer, at a specific time, in a specific industry cannot result in the same way for a 

different situation. For that reason, the elements affecting customer decision cycle should be 

identified and investigated very well before designing a WOM strategy. Customer decision 

cycle elements will be explained in the following paragraphs.  

 

3.5.1. Product/Service Attribute Information 

 

First important element in customer`s decision cycle is attribute information. 

Although customers know their preferences on products or services, they cannot match them 

without knowing the properties of solutions provided for their specific need. Depending on 

the complexity of the product, customers seek for at least a minimum level of definition about 

product‟s key properties.  

 

There are three types of information in terms of their source:  

3.5.1.1. Seller Created Information 

 

It represents all kinds of information provided by the marketer itself. It allows 

customer to know about all technical aspects of the product or service, without considering 

their main point of interest and their expertise levels.  

  

An example to seller created information is presented below picture, prepared for 

Kodak Easy Share Z740 digital camera. (Kodak Corporate Website) 

 

Figure 5. Seller Created Attribute Information 
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As can be observed, seller created information is extremely generic and does not 

contain any specific part that is aiming to attract a specific type of a customer. It gives 

information about all attributes of the product or service.  

 

3.5.1.2. Third Party Review Information 

 

Customers also prefer to follow third party (totally independent of the seller) media in 

order to have a generic idea about the product or service. Their reviews are based on live 

testing or expert evaluations in different industries. Qualified third party organizations can be 

more effective than seller created information on customer decision. A third party review 

example for Kodak Easy Share Z740 digital camera is presented below: (Chen 2008) 

 

“Shutter lag was moderate at 0.7 second under high contrast lighting but a 

languorous 1.8 seconds under more challenging low contrast lighting, even with the aid 

from focus assist lamp.” 

  

Similar to seller created information, product review organizations focus on attribute 

information (performance, features and reliability) because, it is easier to quantify and 

measure. This type of information does not focus on customer preferences as well as seller 

created information.  

 

3.5.1.3. Customer Created Information 

 

Customer created information differs from the first two thanks to its structure. It is 

shaped by other customers, who used the product or service before. Therefore, customer 

created information is highly affected by customers‟ own preferences. Additionally, the 

number of customer reviews is higher compared to the other sources of information described 

before. Therefore, potential customers are more likely to find matching information with their 

expectations. 

 

In Amazon.com customer review section, there exists customer reviews under more 

than 10 different usage conditions from outdoor landscape shots to crime scene photography 
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for Kodak Easy Share Z740 digital camera. One example for a customer review for the same 

product is provided below: (Chen 2008) 

 

“The 10X zoom makes it easy to see images a long way away. I am able to capture 

the beauty of deer and other outside landscapes and animals at great quality.”  

 

Among these three types of information, consumer-created one would be the one and 

only effective method if the customer is less-sophisticated and doesn‟t have much 

information about technical figures of a camera to be used in outdoor conditions. Thanks to 

its characteristics, consumer reviews are more beneficial for non-expert type of customers. 

This phenomenon will be explained more in detail, during customer type analysis in the next 

section. 

  

3.5.2. Customer Type 

 

Customers have different processing capabilities in understanding product attribute 

information, because of their different levels of expertise. (Alba and Hutchison 1987) It is 

possible to segment customers into two different groups which are called experts and novices.  

 

Novices have less expertise about the product or service, which they are planning to 

purchase. Therefore, they are less sensitive for seller created or third party review 

information, since they usually include more technical data. Novice type of customers always 

seeks for customer created information, not only because of its credibility, but also its 

probability to match with their preferences. 

 

On the other hand, expert customers are the ones, which are able to assess the product 

or service by its technical specifications. Different from novices, who are unable to match 

product or service attributes with their preferences, in the absence of consumer reviews, 

experts can find their match, solely based on seller-created information or third party review 

data. 
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However, this does not mean that, experts are totally disinterested to customer 

reviews. On the contrary, when matched with their perception of technical data provided; 

their willingness to buy increases drastically. Therefore, if customer reviews are completely 

informative for a specific attribute, both expert and novice customers can perfectly identify 

their decision based on that.  

 

3.5.3. Period of Sell 

 

Chen (2008) divided total duration of marketing of a product or service into two 

periods, as period1 and period2. Period 1 indicates the early stages of the product, in which, 

customers can only use seller created information. Third party reviews and customer reviews 

are not applicable in that period. Therefore, it is not surprising that; customer base is mainly 

composed of expert customers in period1.  As a reminder, experts are the only ones who can 

match their preferences with technical data provided by the seller.  

 

On the other hand, Period2 stands for the duration after the product or service is used 

by early adopter customers. As a result, customer review information is available in that 

period. It is more likely to observe more novice customers in Period2, who choose to enjoy 

using WOM. 

  

3.5.4. Other Factors 

Other factors that can affect marketer‟s strategy are listed below: 

  

 Although customer review attribute information can be obtained from other sources, 

seller can choose whether to publish these comments by using his own sources (like 

company‟s own website) or not. 

 

 Price of the product is a variable which is under the control of seller. Depending on 

the situation of the market, seller can adjust the price of the product or service, in 

order to change order volumes and increase sales revenues.  
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 At any point of product life cycle, both types of customers may exist in the market. 

However, for any industry, there will be a dominant customer character which can be 

either experts or novices. Both situations require different marketing strategies. 

 

If a marketer can successfully manage to identify the current status of the decision 

cycle elements mentioned above, his strategy will be much more influential on the customer.  

 

4. IMPLEMENTATION and ANALYSIS 

 

In this section WOM tools and models which were explained in Literature Review 

section, will be utilised in order to perform a WOM analysis for Telefónica Data/Capacity 

Services. 

 

First of all, offering characteristics, involved risks and general customer profile will 

be investigated, starting from Telefónica Global Solutions operations in general, specifically 

to Data/Capacity services. In the second part, steps of a standard connectivity transaction will 

be explained by means of a fictitious illustration. Therefore, readers will be familiarized to 

the main and intermediate players actively present in the process together with the 

relationship between them. Subsequently, policies which can be used to burst WOM spread 

in connectivity business will be suggested. 

 

Third part of this section will be the core part of the paper. It will include an 

implementation of Customer Total Value calculation of Telefónica Data/Capacity Services 

customer base. Calculation methods of CLV and CRV will be explained in detail. In the 

fourth part, readers will find a Customer Value Matrix prepared for customers under 

investigation. Furthermore, customer base profile of the company will be shared with readers. 

Section will be concluded with the statistical outcomes of the online customer survey. 

 

 

 



IMIM, 2011-2013                                                                                                    Hazar Kutay KIRISCIOGLU 

50 

 

4.1. WOM Potential of Telefónica Data/Capacity Services 

 

Considering the fact that, Telefónica Global Solutions is the fifth largest broadband 

and telecommunications provider in the world, company manages its multinational, 

wholesale and roaming operations in a very diverse area starting from Europe to United 

States and Latin America. Telefónica Global Solutions Wholesale Unit does not only provide 

global telecommunication services for fixed and mobile operators, ISPs and content 

providers; but also develops solutions to its customers about Voice over IP, data satellite and 

digital services like videoconference or global payment solutions. Companies six main 

business area can be summarized as below:  

 

 Global Voice (International Voice Services) 

 IP/Data (Capacity, VPN, LAN, WLAN Services) 

 Satellite Services  

 New Digital Services (TelePresence video conference, Global POS) 

 Mobile World (Global Enterprise Messaging) 

 IT solutions  

 

As a result of company‟s widespread operations, it is very difficult and not 

appropriate to consider all of these operations together and make a common WOM analysis 

accordingly. Each single business unit has to be analysed by itself. For that reason, 

Telefónica Data/Capacity Services in EMEA region will be the key business area for the 

analysis will be performed in that paper.  

 

First of all, some of the key operations will be explained briefly, in order to comment 

on the position of Telefónica Data/Capacity Services inside „Pure Product‟ and „Pure Service‟ 

scale. (Telefónica Data Brochure 2013) 

 

 Internet Transit: It offers direct internet connectivity through its Tier-1 IP Backbone 

and provides high speed internet access to its customers.  Together with that, 

Telefónica secures privacy of the connection through DDos Shield which is a part of 

the Internet Transit and capable of detecting and mitigating Distributed Denial of 

Service attacks. 
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 IPX: This service allows individuals to access to audio, video and data transport with 

a higher transfer speed and quality. 

 

 VPN MPLS: It is a mature, robust and high-quality service, flexible and versatile, 

which facilitates the growth, integration and interoperability of company`s 

international clients. It again, enables and guarantees the convergence of voice, data 

and video amongst all their offices. 

 

 Global LAN: An Ethernet service which facilitates high-quality point-to-point link 

emulated on Telefónica‟s international MPLS. It facilitates communications of the 

most demanding offices. This service is the perfect alternative for large broadband 

needs and high-level services.  

 

As can be concluded from the definitions, Telefónica`s Data/Capacity Services´ 

offerings are closer to be a service than a product. There are additional features of offerings 

like privacy and quality assurance, which will support that outcome. However, as mentioned 

during identification of WOM actors, it is very difficult to name a component solely as a 

product or service in today`s industry conditions.  

 

For point to point (POP) internet transit connections, Telefónica performs the 

installation of connectivity through fibre cables and technical equipment, which are included 

in the offer. In that case, offers show some product features inside its structure. However, in 

general, Telefónica Data/Capacity services has a position closer to „‟Pure Service‟‟ on the 

scale. 

 

Like many other service offerings, Telefónica Data/Capacity Services have 

considerable variability and could easily be tailored according to customer`s needs and wants. 

Besides, it is an extremely technical business area and considering Telefónica`s matchless 

know-how information, customers might be in need of knowing more. As a result, due to 

intangible characteristics, Telefónica Data/Capacity Services would be subject to WOM more 

than any other product offerings. 
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 A capacity connection between London and Valencia (not even a transatlantic one) 

for a Formula 1 race, which will last in only three days, might cost more than 65.000 USD. 

For a highly technical service including a lot of uncertainty inside, together with a very high 

cost, customer usually perceives high level of risk. It is commonly expected that, purchasing 

manager of the end-user enthusiastically seek for WOM information and review previous 

experiences of internal employees or other operators in different projects. Therefore WOM 

request is expected to be very high in Telefónica Data/Capacity services. Extra precautions 

have to be taken, in order to diminish or avoid especially negative WOM. 

 

 Finally, Middle Eastern, Asian and African customers tend to act as a group, more 

than individualistic European customers. Therefore, considering the cultural characteristics of 

the EMEA region, which is being investigated, Telefónica Data/Capacity Services are 

subjected to WOM may be even more than any region around the world. In parallel with that, 

WOM influence and WOM spread are expected to be high. 

 

 As a result, Telefónica Data/Capacity Services have a high potential of WOM. It 

would be a smart action for the company, to focus on creating a WOM strategy, in order to 

increase their sales revenues and decrease their effort and budget on marketing. 

 

4.2. Transactions Mapping and Possible WOM Actions 

 

Telefónica Data/Capacity Services are composed of peer to peer or centralized server 

connections, in which, customer can transfer any kind of virtual data to another point around 

the world. Peer to peer connections directly connect two points; whereas, centralized servers 

(i.e. POPs) allow the users to connect and retrieve the data which is sent by the other peer.  

 

In order to make it easier for understanding the main players and relationships 

between them, an illustration will be provided below:  

 

Fairtrade Coffee Foundation decides to install a fast and secure data connection in 

order to transfer stock and shipment details between two warehouses, one in Hougang, 

Singapore and another one in Santa Clara, Cuba. The task is assigned to the warehouse in 
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Hougang, since Santa Clara warehouse is newly settled. A peer to peer connection is 

requested.  

 

Hougang warehouse first contacts with NTT Connections, a local network carrier in 

the same city. NTT connections will be able to provide the connection only from NTT data 

centre to Hougang warehouse, since they don‟t have overseas connections. For that reason, 

NTT Connection submits a RFP to SingTel Group, which is an international data service 

provider in Singapore. 

 

SingTel Group is one of the leading communications group in Asia and provides a 

wide spectrum of multimedia, data and video services over fixed and wireless platforms. 

They have a vast network throughout Asia Pacific, Europe and USA. However, they don‟t 

have any footprint in Cuba, which is customer‟s final destination. Therefore, SingTel Group 

decides to undertake the connection only from Hougang to Madrid, where they have a POP. 

For completing the connection circuit, SingTel Group needs to find a business partner for the 

connection from Madrid to Santa Clara.  

 

There are few big players, that SingTel Group has a business relation for Madrid to 

Santa Clara destination. It needs to be mentioned once more that, Hougang Warehouse has no 

real impact on their decision, since as a customer in general; they only require a cheap and 

high quality connection as soon as possible. Therefore, SingTel Group sends a request for 

quotation to Telefónica and Vodafone for the connection from Madrid to Cuba.  

 

Telefónica has a widespread footprint in Cuba and works with many local subsidiaries 

in Santa Clara. Therefore, technical department works on a budgetary quotation for a 

connection from Madrid to Santa Clara and asks for a connection from Cubacel between 

Santa Clara Telefónica POP and Santa Clara Fairtrade Coffee warehouse. At the end of the 

day, Telefónica submits their quotation proposal to SingTel Group, just like Vodafone does 

simultaneously. SingTel Group selects the appropriate partner for the related service and 

gives a final price, together with a project plan for NTT Connection. NTT Connection adds 

up the cost and margin of its local service in Hougang and replies Hougang Warehouse´s 

request. Whole process is visualized on the figure provided below.  
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 All the transactions, in which Telefónica plays an active role, are purely B2B 

relationships. Unless exceptions take place, Telefónica even does not know the name or 

address of the end user. Therefore, it never contacts with the customer and create a B2C 

relationship. 

  

  Just like the voice carriers in the early stages of 2000‟s, data carriers start to suffer 

from having a service which is turning into a commodity day by day. Customers are 

becoming more focused on prices, rather than other service features. There are few big 

players, which have footprints almost all of the regions. However, service provided by those 

operators can be considered as almost equal, in terms of quality and delivery time. For that 

reason, it is not expected from SingTel Group to discuss with NTT Connection and promote 

Telefónica‟s service for a connection between Madrid to Santa Clara. Additionally, NTT 

Connection requires receiving the service as early as possible with the cheapest price, just 

like the end customer itself. That‟s why; intermediate providers do not look into mediators in 

that industry. Even though, Telefónica intends to provide WOM incentives; SingTel Group 

may choose to hide that information for itself, instead of spreading it.  

 

Similarly, it is not realistic to talk about a WOM communication for the destinations 

that is covered by more than one operator. Considering the initial example, it is not expected 

from Vodafone, to promote Telefónica‟s service for Madrid to Cuba route, whatever the 

incentives are, since these two companies are rivals for that destination.  

  

After the general description of the business, one might think that, it is almost 

impossible to have a WOM activity in Telefónica Data/Capacity services. However, this 

paper will provide two alternative actions for marketers which can be used to obtain and 

sustain positive WOM spread among customers and hence, increase sales revenues of the 

company. 

4.2.1. Action 1 - Service Excellence 

 

Supposedly, Telefónica performs a repositioning study to have a competitive 

advantage over its customers and achieves a process improvement. Thereafter, company has a 

better provisioning-on-time performance when compared with its rivals. Considering the fact 
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that, SingTel Group has a service level agreement with NTT connection, which includes late 

delivery penalties, it is more attractive now for SingTel Group to choose Telefónica services 

and inform about the advantages of its decision to NTT Connection. Similarly, if NTT 

connection has another SLA with Hougang warehouse, which is also precise in terms of 

delivery time, service excellence becomes a reason for the local carrier to choose Telefónica 

as well. After successfully managing Fairtrade Coffee Foundation project, it will no longer be 

a surprise for Telefónica to enjoy the effects of WOM NTT connection will talk about their 

positive experience with other local carriers in Singapore, and Telefónica will be a 

prerequisite for future possible orders for Spain to Cuba connection.    

 

 A real time case occurred in Telefónica International Wholesale Services EMEA 

region in 2011. After 100% success rate on on-time delivery performance in connectivity 

business in 2010, PCCW came with a bundle of new projects belonging to local carriers in 

Hong Kong, which are preferably requesting for intermediate Telefónica connection. 

However, as mentioned earlier, it is very difficult to achieve that level of differentiation and 

keep it in the long run as a competitive advantage, due to the nature of the industry and 

competitors.  

4.2.2. Action 2 - Innovation and Additional Services 

 

Telefónica not only provides international data connection overseas, but also fixed 

and mobile voice services in Santa Clara, thanks to its subsidiaries located in Cuba. 

Reminding from the illustration that, Santa Clara warehouse is a new settlement, fixed and 

mobile networks will be necessary as well as data connection. Moreover, Santa Clara 

warehouse can also be interested in a new Telefónica TelePresence service, which allows the 

users to make video conference calls with high visual and audio quality. It would be a very 

clever strategic move for Telefónica to inform Hougang office (as the project responsible) 

about the existence of these facilities in order to increase the sales revenues through cross- 

selling.  

 

However, it should not be forgotten that, Hougang office is in contact only with NTT 

Connection for that project and most probably does not aware of the fact that, Telefónica is 

the intermediate connector. In that case, SingTel Group should be the one spreading the 
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WOM and inform NTT Connections about these extra services. Besides, these services were 

not initially included in the contract; therefore, Telefónica should offer incentives to SingTel 

Group or NTT Connection for encouraging their contribution to WOM spread. These two 

companies can utilise those incentives to increase their profit margin, and thanks to their 

WOM, it will also be possible for Telefónica to increase their sales and revenues, at the same 

time. In this example, WOM creates a win-win situation for three companies simultaneously. 

 

To summarize, in connectivity business, Telefónica should either improve their 

service quality to a level which competitors cannot reach easily or focus on innovative 

solutions that will create attraction and difference among the competitors, in order to see the 

substantial effects of WOM marketing.  

 

As stated in Literature Review section, negative WOM is more effective on 

customers‟ final decision than the positive one. Only two actions are suggested in order to 

exploit the effects of positive WOM for Telefónica Data/Capacity Services. However, more 

importantly, company should first allocate its strategic effort to eliminate negative WOM, if 

it is present. Since connectivity services are considered as a commodity, any kind of negative 

experience can spread very quickly between customers and result in significant loss of 

business over against other competitors. In these cases, another service provider can be 

warranted to communicate with the unsatisfied customer, to share its positive experience and 

convince the unsatisfied one for giving another chance before spreading the negative WOM 

to others. Following paragraph will provide an illustration to sample that situation.  

 

After a hard work of several months, finally Fairtrade Coffee Foundation is able to 

connect Hougang and Santa Clara warehouses by co-ordination of NTT Connection, SingTel 

Group and Telefónica. Project has finished on time and connection was problem-free. 

However, not all the Telefónica projects in the past had been accomplished in the same way.  

 

 Just one year ago, PPCW Global, Hong Kong‟s premier telecommunications service 

provider, were discussing on the details of a project with Telehouse, which is a local data 

centre in the same area. Telehouse had just captured a very attractive project from Asia 

Television Limited. (ATV) A high speed data connection is required between Hong Kong 

headquarters and Havana, in order to broadcast an important international boxing event, in 

which Hong Kong will team actively take place. Project‟s main limitation is time, since the 
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event will start in one week. Telehouse shared that information with PCCW Global 

specifically and reminded that, end customer‟s main focus is on-time provisioning, rather 

than the cost of the service.  

 

 PCCW Global immediately started to deal with the connection from Hong Kong to 

Madrid and contacted with Telefónica for a connection between Madrid to Havana. 

Telefónica already had an active silver data connection on that route, which is currently used 

for some other customers. Only challenge for Telefónica in this project was to manage its 

subsidiary in Havana, since subsidiary will be the responsible of the connection between 

Havana POP and the sports centre.  

 

 Project was progressing better than expected. Almost in three weeks, connections 

from ATV to Telehouse data centre, from data centre to PCCW Global‟s Hong Kong POP 

and overseas connections between Hong Kong and Madrid was achieved without any 

problem. After Telefónica informed its partners that, connection from Havana POP to the 

sports centre is also ready, first trial has been made, three days before the event. Result was a 

failure. After the quality checks, it had been realized that, problem source was Telefónica`s 

subsidiary in Havana. An urgent action is requested from Telefónica to overcome the quality 

problem. However, Telefónica subsidiary in Havana did not have the technical capability to 

find the root cause of the problem in three days. And unfortunately, audiences in Hong Kong 

followed the international boxing competition from their paid cable TV‟s, with a halting 

sound and delayed display.  

 

 PCCW Global and Telehouse needed to pay considerable amount of poor service 

penalties as mentioned on their SLA‟s. PCCW Global sent a formal notice to Telefónica, 

blaming the company on lacking in control of its subsidiary in Cuba. Moreover, PCCW 

Global declared that, Telefónica will not be considered as a potential customer anymore for 

future projects. Even worse, PCCW Global started to share that bad experience with other big 

players in the industry, on International Telecommunications Week. 

 

 Telefónica took immediate actions in the following three months. Company changed 

its subsidiary in Havana and improved its subsidiary assessment procedures to have a more 

dominant mentoring role over them. But all of these actions are not enough to change the 
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perception of PCCW Global, since they are not in business contact with Telefónica anymore. 

They are not even aware of these improvements in Telefónica.  

 

What is the correct strategy for reclamation of PCCW Global and stop on-going 

negative WOM spread in that case? Author‟s suggestion will be using the effect of positive 

WOM to eliminate the negative one. 

 

 Due to the geographical proximity, SingTel Group has a strong and good business 

relationship with PCCW Global for a very long time. In many aspects, PCCW Global 

considers SingTel Group as a trustable expert in the Far East region. In a regular business 

meeting, marketing managers of two companies are talking about new projects and CMO of 

PCCW Global gives information about a new project for a POP to POP connection from 

Hong Kong, Tai-Po to Cuba, Santa Clara. He also states that, in this project, they will not 

request for quotation from Telefónica due to the negative experience in ATV project. CMO 

of SingTel Group immediately recalls the successful Fairtrade Coffee Foundation project 

which was also ending in Cuba, Santa Clara. He gets surprised about PCCW Global‟s 

absolute negative standpoint on Telefónica Data/Capacity Services, but keeps silent and ends 

the meeting.  

 

 How Telefónica can make SingTel Group‟s CMO to intervene in the conversation and 

share his positive experience with PCCW Global? The answer lies behind the fact that, 

having a WOM strategy is essential for companies even in B2B relations. In case that, 

Telefónica orient its customers to share their positive experiences with others by providing 

incentives like price reductions, earlier response in quotations or free trials for innovative 

future solutions, how the things would develop at the time of the speech of two CMOs?  

 

 In that scenario, SingTel CMO will inform PCCW Global about their successful 

Fairtrade Coffee Foundation project and Telefónica‟s success for the connection between 

Madrid and Santa Clara. Even with a more proactive strategy, SingTel Group can offer to 

connect Tai-Po by means of its POP in Hougang and for the rest, use the same connection, 

which is already provided by SingTel Group and Telefónica up to Santa Clara POP. In this 

case, PCCW Global will be able to make a partnership with a credible business partner, 

which they perceive as an expert in the industry. Any kind of Telefónica advertisement, 

claiming that, company has a better standpoint in Cuba now, would not be enough convince 
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PCCW Global as much as a positive WOM of another trustable Telefónica customer like 

SingTel Group. This connection will also lead to change PCCW Global‟s generic opinion 

about Telefónica and PCCW Global can be a potential customer again for future projects. 

 

 With the effect of WOM marketing, SingTel Group will also have an additional 

benefit of having a new connection between PCCW Global, apart from the win-win situation 

of the seller and referring customer. Due to the complexity of industry, in which every 

customer is also performs as sellers, SingTel Group can create new future business 

opportunities with PCCW Global, thanks to the connection between Singapore City and Tai-

Po. This extra advantage motives the referring customer and hence, WOM spread increases. 

Although it does not seem easy to apply WOM strategies, especially in complex B2B 

relationships like connectivity, with a correct WOM analysis of the market and customer 

needs and wants, WOM marketing can be turned into a power of bursting profits. 

  

4.3. Calculation of Customer’s Total Value 

 

In this section, details of Customer Total Value calculations of the customer base of 

Telefónica Data/Capacity Services will be presented. As readers may recall, CTV was 

composed of CLV and CRV. EMEA region which is under author‟s main interest is 

composed of 14 customers. Author will first rank these 14 customers according to their CLV. 

Subsequently, another ranking will be provided, this time for their CRVs. Finally, these two 

lists will be combined and CTV ranking of EMEA region will be obtained. By using that tool, 

author will be able to place the customers on the “Customer Value Matrix” and then segment 

them in order to allocate the marketing efforts accordingly. 
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4.3.1. CLV Calculation in Telefónica Data/Capacity Services 

In the earlier sections, CLV formulation was presented as follows:  

 

 

 

 

 

 

 

 

Figure 6. Customer Lifetime Value Formulation (Repeated) 

 

In order to arrive at a consistent result on the calculations, it is required to select a 

proper set of data and make valid assumptions. The properties of the data set and necessary 

assumptions will be presented below:  

 

 In order to eliminate the seasonality effect, selected time period for recording 

historical purchases is considerably long. Author decided to include all won 

opportunities in nine quarters between Q1-2011 and Q1-2013 to the data set.  

 

 At the beginning of the selected time period, there was a group of customers, with 

which Telefónica does not have a business relationship yet. In order to avoid 

misleading statements, author preferred to use linear projection method on the sum of 

historical purchases for each customer. For instance, if one of the customers made its 

first purchase in Q3-2012, the sum of the value of the purchases until Q1-2013 will 

simply be multiplied by 3, and extended to nine quarters in total. 

 

 For Customer #1, who has made its first purchase in Q1-2013, it was not possible to 

project the CLV conclusively. It is probable that, customer could continue its 

purchases with the same frequency throughout whole year; as well as this purchase 

could be the only one for the year. In this case, author preferred to use an optimistic 

approach by assuming that, Customer #1 will continue purchasing with the same 
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frequency and amount for all quarters. Better projections can be done by marketers 

who are in direct relationship with this customer.  

 

 Opportunities which were still under negotiation at the end of the selected time period 

were not taken into consideration. They don´t have any effect on the profit and loss 

statement of the company as of now. 

 

 Only new contracts are considered as valuable in the calculations. Site changes, which 

occurs when a customer requests to change the end points of a previously purchased 

connection, are not included to the data set. This type of expenditures is assumed to 

be inevitable for the customer, because the cost of having a new contract with another 

carrier would not be feasible. Therefore, it is not a choice of customer, it is an 

exigency.     

 

 Telefónica Data/Capacity Services did not have a customer segmentation strategy for 

the allocation of marketing costs at the period of research. Therefore unit marketing 

cost for the selected time period is assumed to be the same for all customers. Due to 

the same reason, number of contacts for each customer is estimated as constant. As a 

result, reduction of CLV due to the marketing efforts was the same for each customer 

and not included in the calculations.  

 

 In order to evaluate the time value of the purchases, discounted cash flow method was 

used. Therefore, for a purchase occurred before 2013, net present value of it was used 

in calculations. All the historical purchases were discounted annually with 6% as the 

investment risk rate of Telefónica Global Solutions. (WikiWealth Collaborative 

Research) 

 

 All purchases were recorded in US dollars. For the purchases in different currencies, 

average exchange rate of the related quarter was used for conversion. 

 

After all assumptions and calculations, following ranking table showing CLVs of all 

14 customers in Telefónica Data/Capacity Services‟ customer base is obtained. Therefore, the 

first step of creating a Customer Value Matrix has been accomplished.  
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Customer Name 
Sum of Discounted 

Cash Flow 

Projected 

Lifetime Value 

Customer 14 $7.180.466 $16.156.049 

Customer 12 $10.937.025 $14.061.889 

Customer 6 $8.928.799 $8.928.799 

Customer 2 $3.200.234 $7.200.527 

Customer 5 $5.995.795 $5.995.795 

Customer 8 $4.302.111 $4.302.111 

Customer 9 $513.998 $1.156.496 

Customer 4 $249.043 $1.120.694 

Customer 7 $554.996 $832.494 

Customer 13 $541.799 $812.699 

Customer 1 $47.920 $431.280 

Customer 3 $47.170 $141.510 

Customer 10 $57.885 $86.828 

Customer 11 $18.962 $85.329 

 

Table 5. Customer Lifetime Value Ranking Table for Telefónica Data/Capacity Services 

4.3.2. CRV Calculation in Telefónica Data/Capacity Services 

 

As mentioned earlier, WOM marketing was an untouched subject in Telefónica 

Data/Capacity Services. For that reason, there was no historical data, which can be used as an 

evidence for a worthwhile customer for the company, in terms of its positive effect on 

another customer‟s buying decision. Discrete cases, which were imperiously considered as a 

success of WOM by the authorities, were not recorded to create a corporate historical 

information database. Inevitably, a new method was required, at least to predict the referral 

capabilities and WOM motives of each customer.  

 

As a result of that, author decided to prepare an online survey which will include 

questions seeking for the perceived importance given by the customers to WOM marketing 

strategies. 
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4.3.2.1. Analysis of the online survey questions 

 

In this section, readers will be able to see the set of questions asked to customers, 

together with their reasoning behind. 

 

Initial Question (Qi) - Almost every purchase includes a product and a service 

experience for the customer. For instance, for a dinner in a restaurant, the products are 

the dishes in the menu, while the services are; the decoration of the plate, assistance of the 

waiters, etc. Considering all Data/Capacity services provided by Telefónica, which would 

be the dominant type of your purchase, would you consider it as a product or service?  

 

In earlier stages of the paper, author mentioned that, product or service likelihood of 

the offering significantly fluctuate the effect of the customer created information on the 

potential buyer. Services are considered as more detailed, tailored and complex so that, 

customers seek for WOM information, more than product offerings. Initial question aims to 

understand, how Telefónica services are perceived by the customers. Do the customers 

consider their purchases as a service or a product?  Most likely, Telefónica Data/Capacity 

Services can be evaluated as a mix and depending on the stance of it on Pure Product/Pure 

Service scale, WOM request and WOM influence among customers can be predicted. This 

analysis also helps marketer to define the correct WOM strategy for the enterprise. 

 

Q1) To what extent do you prefer Telefónica services compared to the other service 

providers in the market? 

 

This question aims to define the brand reputation and market position of Telefónica 

Data/Capacity Services. Being a monopolistic market leader or a standard provider in a 

competitive market requires different actions for WOM development. 

 

Q2) Does your company have any on-going WOM research activity in order to be 

aware of the customer opinion about your services/products? 

 

 Purpose of the second question was taking the advantage of the fact that, customers of 

Telefónica Data/Capacity Services are also competitors of the company in the same market. 

Therefore, it became possible for the company to see the importance given to WOM 
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marketing. Answers expose whether the power of the tool is already acknowledged by other 

big players in the market or not.  

 

         Q3) To what extent do you agree that WOM is much more effective than any other 

traditional way of marketing? (TV Advertisements, Direct Marketing etc.) 

 

 Author perceives participants as customers once more for this question. It is assumed 

that, participants who are strongly agreeing to that statement are the ones strongly seeking for 

WOM to finalize their decision. Therefore, this helped the author to understand the level of 

WOM request in connectivity business. 

 

        Q4) To what extent do you agree that WOM is out of the marketers control and is 

naturally shaped by customer behaviour?  

 

As mentioned in the Introduction, most of the marketing managers conceive WOM as 

a natural and uncontrollable process. The purpose of this question was to justify the status of 

this phenomenon among Telefónica customers. Participants strongly disagree to that 

statement can be considered less valuable in their referral values.  

 

Q5) Which would be the best fit for your company`s customer profile? 

 

 Innovator: “This service/product is unique, technologically advanced. It is a 

competitive-edge, made for me for standing out from the crowd.” 

 Early Adopter: “This service/product has potential advantages makes us excellent 

when compared with other players in the market.” 

 Middle Majority: “I don’t want to be the first to try a product. But I still want to 

enjoy the practicalities of it if there are any.”  

 Late Adopters: “I am not so much concerned about the benefits of a new 

product/service. I don’t want to make a mistake. I want to reduce the risk as much 

as possible and keep my status quo.” 

 Laggards: “I would never use any new product unless it is essential to me to do so.”  
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Defining customers‟ standpoint on the adaption cycle helps the marketer to 

understand which specific attributes of the offering can affect the majority of their customer 

base. (Silverman 2001) For instance, it is not surprising that, an innovator type of customer 

will be attracted from WOM information coming from an expert about the offering‟s 

trailblazing feature more than a feedback about the speed of provisioning. After that analysis, 

marketers can create WOM strategies which can motivate their current customers to spread 

information basically about the generally demanded attributes.   

 

On the other hand, adaption level may also let the marketer to understand the 

willingness of the customers for receiving and spreading WOM information. To exemplify, a 

laggard customer, who will buy the product or service, only if there is a necessity, will be 

much more concerned about other customer‟s feedback information. This type of customers 

wants reassurance that everyone else has tried and satisfied from the related product or 

service before. Therefore, this type of a customer would be seeking for WOM information 

more than any other seller created one. 

 

Five adoption levels which are Innovators, Early Adopters, Middle Majority, Late 

Adopters and Laggards (Silverman 2001) were provided and customers were asked to select 

the most suitable one for them. A very important detail was that, author decided to hide the 

names of the adoption levels and provided only the definitions. Main purpose was not to 

create a bias in customers‟ mind and let them freely choose their particular type. It is not 

desirable to be labelled as “laggard” whereas an option like “innovator” is present in the 

options. 

 

Q6) Which is the most favourable feature of Telefónica service, starting from the 

quotation to the implementation stage? 

 

 Price 

 Quality of the Connection  

 Response  Time for RFQ  

 Provisioning on Time  

 After Sale Services / Technical Capability  

 Simple & Standardized Operations  
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Sixth question is for understanding strong and weak points of the offering provided. 

As stated before, connectivity business can be considered as a commodity, which can be 

provided by almost all of the competitors, within the same price and quality conditions. Even 

so, Telefónica Data/Capacity Services may have predominance over its competitors on one 

specific attribute. In that case, company should focus on motivating current customers 

specifically talk on that aspect. This will help them to create a competitive edge by means of 

WOM.  

 

On the contrary, this question also help marketer to understand if there is an attribute 

of the product or service which was never considered as favourable by any of the customers. 

This may be interpreted as the poor side of the offering and marketer should avoid canalizing 

on that attribute. If company chooses a WOM strategy which is based on a feature perceived 

as ´´poor´´ by customers, spread of that information between others may even worsen the 

existing standing.  

 

Q7) After a successful delivery of service, are you sharing that experience with 

another colleague, end customer or another operator conducting business in the same 

area? 

 

Q8) After an unexpected service performance far from your expectations, are you 

sharing that experience with another colleague, end customer or another operator 

conducting business in the same area? 

 

What kind of an experience makes customers more eager to share their experience 

with the others, negative or positive? Seventh and eighth questions purpose to understand the 

tendency of the customer to positive and negative WOM spread. If customer has a higher 

aptitude on sharing negative WOM than the positive one, company should first direct its 

strategic actions to eliminate the cause of negativity. On the other hand, if customer is more 

willing to spread their experience after positive outcomes, the continuity should be 

encouraged by the seller.  
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Q9) What kind of an action/promotion would encourage you to refer to products to 

the other stakeholders? 

 

 A quick and extraordinarily positive response after an expression of dissatisfaction  

 Free trial of the very next innovative solution 

 Price discount in the current services 

 Priority in response and quoting  

 Early provisioning  

 Counter spread of word of mouth from Telefónica about your products  

 Nothing would be effective in my company`s referral eagerness  

 

The results of this question will define the direction of WOM incentives that will be 

provided to customers in return for their WOM spread. A customer tailored incentive strategy 

of Word of Mouth will warrant more successful results.  

 

Q10) After a tailored action/promotion, what will be your willingness to refer 

Telefónica`s services to another colleague, end customer or another operator conducting 

business in the same area? 

 

Readers would recall that, seventh question was asked to see the customers‟ 

willingness of creating WOM information after a positive experience, but without any 

motive. This question will show the effect of a smart incentive plan on the WOM behaviour 

of the customers. 

 

 Q11) Which one would be the most effective to define your decision at the early 

stages of the purchasing? 

 

 Testimonials & Endorsements from experts.  

 An advertisement e-mail received.   

 Comments of a colleague about a previous experience. 

 A flyer, brochure or a telecommunications magazine. 

 Comments shared on an online telecommunication forum.   

 Stand and/or an informative presentation in a telecommunication exposition. 
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In this question, author decided to dispose almost all types of advertising tools on the 

options. In the previous questions, customers were surveyed in a direct way by mentioning 

the words “Traditional Marketing” or “WOM Marketing” in the question statement. This 

question aimed to free them to choose from examples. Results will be used to strengthen the 

general ideas obtained from the survey.  

 

 Q12) To what extend a POSITIVE word of mouth will affect your final decision in 

the VERY EARLY STAGES of purchasing? (Before RFQ) 

 

 Q13) To what extend a NEGATIVE word of mouth will affect your final decision in 

the VERY EARLY STAGES of the purchasing decision? (Before RFQ) 

 

 Q14) To what extend a POSITIVE word of mouth will affect your final decision in 

the VERY LATE STAGES of the purchasing decision?  (Just before purchasing) 

 

Q15) To what extend a NEGATIVE word of mouth will affect your final decision in 

the VERY LATE STAGES of the purchasing decision? (Just before purchasing) 

 

 Whether it is negative or positive, WOM is always expected to be more effective in 

the earlier stages of the customer decision cycle. Therefore, results coming from these four 

questions will be used to prove that proposition. With the adaption to Telefónica 

Data/Capacity services, RFQ is designated as an early stage of the whole process.   

 

Q16) Considering that, your company is the one which is receiving the word of 

mouth (positive or negative), from another operator.  On which feature of Telefónica 

service, referral would be the most effective in your purchasing decision?  

 

 Price 

 Quality of the Connection  

 Response  Time for RFQ  

 Provisioning on Time  

 After Sale Services / Technical Capability  

 Simple & Standardized Operations  
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Sixteenth question aims to find out the key feature of Telefónica Data/Capacity 

Services according to the customer. Actually, author decided to ask sixth question once more, 

this time in a different way, by including WOM marketing concept to the question statement. 

This question will also help to evaluate the credibility of answers of participants. 

 

Q17) What would be the level of risk perceived by your company as a customer of 

Data/Capacity services? Please consider all financial, performance, social, psychological, 

safety, and loss of time/convenience. 

 

As mentioned earlier, perceived risk was one of the WOM actors, which is used to 

analyse the WOM potential for a particular market. Participant‟s answers will define the level 

of perceived risk in Telefónica Data/Capacity services. Therefore, it will be possible to 

identify the need for WOM information in that specific market.  

4.3.2.2. Analysis of the participant responses 

 

In this section, author will try to illustrate how online survey information is used to 

predict CRV. Customer, who has the highest score of CRV, will be analysed according to its 

responses. Therefore, readers will be able to understand how qualitative data is used to obtain 

numerical values. Subsequently, results of the entire customer base will be evaluated and a 

general WOM strategy will be proposed for Telefónica Data/Capacity Services. 

 

After analysing the results of 14 customers, author concluded that, Customer #12 has 

the highest CRV for the company.  

 

Judgement is initiated from the response for the initial question. Customer #12 

considers Telefónica offerings as almost “Pure Service”. Services are difficult to evaluate by 

the customer itself prior to purchase and are perceived as being highly risky. (Guseman 1981) 

Customer #12 corroborates this statement with its answer to the final question of the survey. 

When the perceived risk was asked, Customer #12 stated that financial, performance, social, 

psychological, safety, and loss of time/convenience risks are significantly high in 

connectivity business. In risky situations, consumers will engage in WOM conversations 

more, for gaining more information which will eventually reduce the risk and help them 
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understand product or service attributes. (Bristor 1990) Therefore, it is not surprising to 

estimate that, Customer #12 is strongly seeking for WOM communication prior to its 

purchases. As mentioned in Literature Review section, WOM spread potential of a customer 

is strongly and directly interrelated with its WOM request. As a result, Customer #12 can be 

considered very enthusiastic and eligible for WOM spread.  

 

Evidences of Customer #12‟s high referral potential are not limited with that. 

According to Customer #12, Telefónica Data/Capacity Services are highly preferred when 

compared to the other service providers in the market. This shows a high advocacy level 

which can be associated with a high level of WOM potential. In case of a positive experience, 

Customer #12 will be the pioneer of customer created information and its spread among other 

prospective customers. 

 

 Customer #12 has an on-going WOM research activity within its organization. 

Moreover, customer strongly agrees on the fact that, WOM marketing is much more effective 

than any other type of traditional advertisement tool. These two answers prove that, WOM 

importance and its applicability in connectivity business are already acknowledged by 

Customer #12. It will be much easier to motivate and encourage this customer in a subject 

that is highly adopted.  

 

 Customer #12 strongly disagrees with the idea that WOM marketing is a naturally 

shaped phenomenon and it is out of marketers‟ control. Being consistent with its previous 

answers, this reply also proves that, customer is ready to participate in a tailored WOM 

marketing strategy designed by the seller.     

 

 Customer demonstrates his willingness to receive and deliver customer created 

information by its reply to the question which was specifically asked for assessing its level in 

the customer adoption cycle. Customer #12 selected the option, “I am not so much concerned 

about the benefits of a new product/service. I don‟t want to make a mistake. I want to reduce 

the risk as much as possible and keep my status quo.” as the best fit for its situation. This 

answer corresponds to a “Late Adopter” customer type, which wants to reduce the risk on its 

purchases. Customer desires to hear about former customer experiences before its final 

decision. As mentioned earlier, both WOM request and WOM influence of customer are 
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directly related with the WOM spread potential. Therefore, it is expected to motive Customer 

#12 easily for sharing his experience with other potential future customers.  

 

 Author had the chance to cross check his entire hypothesis with answers given to 

seventh and eighth questions. Customer #12 is very likely sharing his purchase experience -

no matter if it is positive or negative- even without seller‟s intervention. In case of an 

incentive offering by the seller, Customer #12 prefers a counter spread of WOM about its 

services. Finally, customer shows his avidity to collaborate with the seller, in creating a 

WOM marketing strategy, by stating that, a tailored promotion or initiative helps to increase 

its willingness for WOM spread.  

 

What about traditional vs. WOM marketing tools? Although it was not asked directly, 

Customer #12 mentioned that, the most effective marketing tool is providing testimonials & 

endorsements from experts, which is a typical way of WOM spread. This can also be related 

with the perceived risk, because customer does not find any kind of seller created information 

or other customers‟ comments as credible as an expert feedback. 

 

All these evidences show that, Customer #12 has the highest CRV among others. 

When combined with its CLV, its position on the Customer Value Matrix will be determined 

and related strategy suggestions will be presented accordingly.  

 

4.3.2.3. Conversion of response analysis into numerical outcomes 

 

 Author was in need of a conversion tool in order to transform customers´ qualitative 

comments into quantitative data.  Using a Cause & Effect Matrix was the most suitable 

method for ranking customers according to their referral values. Cause & Effect Matrix helps 

to identify which key input variables (causes) influence the output (effect) most.  

 

Process was initiated with the identification of 8 key characteristics that will be 

effective on author´s decision. Subsequently, these characteristics were weighted by using 

importance ratings according to their effect on the output. Finally, key questions that will be 

helpful to find out customer behaviour on key characteristics were defined and customer 
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Importance 

ratings
25% 15% 5% 10% 10% 15% 15% 5% 100%

Customer 

No

Percieved 

Risk 
Advocacy

Working on 

WOM ? 

WOM vs 

Traditional

Navigable 

WOM

Natural WOM 

Spread Potential 

Incentivized 

WOM Spread 

Potential

WOM 

Influence Level

TOTAL 

SCORE

Customer 1 1 2 1 2 1 2 2 2 1,6

Customer 2 1 2 1 1 -2 2 3 2 1,35

Customer 3 2 2 -1 0 -2 2 2 1 1,2

Customer 4 0 3 1 0 -2 3 3 0 1,2

Customer 5 2 1 0 2 1 1 2 1 1,45

Customer 6 -1 -2 -1 -2 -2 -2 -2 0 -1,6

Customer 7 2 0 1 2 3 3 3 2 2,05

Customer 8 1 3 -1 0 1 0 0 -2 0,65

Customer 9 3 -2 0 2 2 3 3 2 1,85

Customer 10 0 1 1 2 -2 2 1 1 0,7

Customer 11 N/A N/A N/A N/A N/A N/A N/A N/A N/A

Customer 12 2 2 1 2 3 2 3 2 2,2

Customer 13 -1 1 -1 1 2 1 0 1 0,35

Customer 14 N/A N/A N/A N/A N/A N/A N/A N/A N/A

answers were valued by a ±3 scale. List of key characteristics, their importance ratings and 

questions related for evaluation are listed on the below table.  

 

Key characteristics Importance Rating 
Related Question/s 

for Evaluation 

Perceived Risk  25% Qi, Q17 

Advocacy 15% Q1 

Working on WOM?  5% Q2 

WOM vs. Traditional 10% Q3 

Navigable WOM 10% Q4 

Natural WOM Spread Potential  15% Q7,Q8 

Incentivized WOM Spread Potential 15% Q10 

WOM Influence Level 5% Q12,Q13,Q14,Q15 

 

Table 6. Key Characteristics for Customer Referral Value 

 

Cause & Effect matrix presented below is obtained after evaluating customers´ 

answers and weighting them with the importance ratings. Readers will notice that, 2 

customers have not replied to the online survey, despite all efforts. Author interpreted this as 

a sign for WOM marketing ignorance and chose not to include them in the ranking.  

Table 7. Cause and Effect Matrix for Customer Referral Values 



IMIM, 2011-2013                                                                                                    Hazar Kutay KIRISCIOGLU 

73 

 

After all the assumptions and calculations, following ranking table, showing the 

CRVs of all 14 customers in Telefónica Data/Capacity Services EMEA region, is obtained. 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 8. Customer Referral Value Ranking Table for Telefónica Data/Capacity Services 

 

4.4. Composition of Customer Value Matrix 

 

After ranking customers in terms of their CLVs and CRVs, it is finally possible to 

segment them, according to their total values for the company. For that reason, below 

Customer Value Matrix, containing 4 different sections named as Champions, Affluents, 

Advocates and Misers is prepared. Customers are located in the matrix correspondingly, 

according to their value profiles. 

Customer CRV 

Customer #12 2,20 

Customer #7 2,05 

Customer #9 1,85 

Customer #1 1,60 

Customer #5 1,45 

Customer #2 1,35 

Customer #3 1,20 

Customer #4 1,20 

Customer #10 0,70 

Customer #8 0,65 

Customer #13 0,35 

Customer #6 -1,60 

Customer #11 N/A 

Customer #14 N/A 
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Figure 7. Customer Value Matrix for Telefónica Data/Capacity Services 

 

General purpose of a marketer is boosting the total value of company‟s customer base.  

In other words, all marketing resources and efforts should be dedicated for gathering 

customers in the Champions section of the Customer Value Matrix. However, this can be 

achieved, only if customers can be motivated by means of tailored strategies which are 

designed for the requirements of each segment.  

 

For instance, there is no point to focus on expanding CLV of Customer #14; this 

customer already has the highest records of historical purchases. Marketers can simply 

interpret this information for the prediction of future purchases. It is necessary to encourage 

this customer and provide necessary tools and incentives which will help it to increase its 
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referral value. Following paragraphs will advise different WOM strategies to marketers for 

each value segment. 

  

4.3.1. Champions 

 

21% of the customers in Telefónica Data/Capacity Services can be considered as 

“Champions” due to their high scores on both CLV and CRV. All three customers spent more 

than 9 million dollars on average from Q1-2011 to Q1-2013. More importantly, they all 

exhibited a high advocacy level and a high WOM potential. These customers already produce 

the maximum value for the company, it would be sufficient to retain them as long as possible. 

Instead of marketing, efforts can be allocated for quality assurance or after sales services, 

specifically for these customers. 

 

 Customer #2 has an early adapter profile, which is highly alerted with low prices. If 

profit margins of the quotations for that customer can be set a bit lower than standard, 

Customer#2 will compensate the delta by both purchasing and contributing for the acquisition 

of potential new customers. Besides, this customer already stated that, a quick and 

extraordinarily quick response to a customer claim induces itself for sharing positive WOM 

more than any other experience can do. Therefore, perfection in after sales services can be 

secured particularly for Customer #2. Similarly, provisioning on time, which corresponds to 

delivering services in parallel with the agreed project plan, will be more than enough for 

satisfying Customer #12. Marketing efforts can be utilized for other customers in different 

segments. 

 

4.3.2. Affluents 

 

21 % of the customers in Telefónica Data/Capacity Services are located in that 

section. It is very impressive to observe that, affluents spend more than the champions (9.8 

million dollars) in the same observation period. A traditional marketer would consider them 

as the main focus group and allocate all the efforts/sources to them. However, WOM analysis 

in this paper proves that, this group of customers have the lowest referral value among all 
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other groups. Therefore, in the end, their total value is less than the customers in Champions 

section.  

 

As mentioned earlier, main purpose is to carry affluents to champions section, by 

encouraging them to refer the products or services while preserving their purchasing 

behaviour. One way to do it is to offer them promotions, in return for every new customer 

which selects the same offering, thanks to their WOM spread. 

 

However, there exists a serious challenge for the company in affluents‟ section. 

Customer #6 and #8 already mentioned that, nothing can be effective to increase their 

eagerness to WOM spread. Therefore, these two customers seem to be insensitive to any kind 

of incentivized strategy. Moreover, Customer #14 did not even reply to the questionnaire. 

Therefore, it is very difficult to predict this customer‟s aptitude for a collaborative WOM 

campaign. Company should conduct more direct and close communications with these 

customers, in order to motivate and ensure them for the win-win situation which will arise 

from a tailored WOM strategy.  

 

4.3.3. Advocates 

 

Another strategically important group of customers for the company is composed of 

21% of the customer base. These customers have the highest CRV among all other sections. 

On the contrary, their purchases are neither so frequent nor valuable compared to others. A 

traditional marketing approach would totally disregard that group and cause the loss of a very 

valuable WOM potential. Therefore, it would be very probable to lose new potential 

customers, which could be valuable even more than champions section. It is fundamental to 

retain that group as well as affluents, by tailored marketing strategies.   

  

The purpose of marketer is always the same, it is necessary to transform all advocates 

into champions. It is possible by increasing their CLVs while retaining their referral potential. 

One possible way to achieve this is orienting these customers into up or cross-selling thanks 

to bundle offerings. For instance, both Customer #1 and #3 have innovator characteristics. 

This feature can be exploited by offering them an additional innovative Telefónica service 
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like TelePresence, after their regular purchases. Another way could be securing long term 

contracts and create commitment with extra promotions. Both strategies will lead to an 

increase in the lifetime value of the customer and make them more valuable for the company.  

 

4.3.4. Misers 

 

Unfortunately, 37% of the customers of Telefónica Data/Capacity Services have both 

low CLV and CRV. In fact, this is not surprising for a business, whose offerings can almost 

be considered as commodity. It should be considered as a success story for a marketer, if 

customers in that section can be moved to any other segment, like advocates or affluents. 

(Creating champions from them does not seem rational here) But, which direction could be 

much easier and less costly than the other? Company already has necessary tools on hand to 

choose the correct strategy. 

 

Miser section of the customers spend approximately 750 thousand dollars on average 

within the given time period. This CLV is quiet low when compared to the average CLV of 

affluents section. However, results of the online survey proved that, misers have a 

significantly higher referral value than affluents. Therefore, it will be easier and more 

beneficial for the company, to allocate its marketing efforts and sources, for creating 

advocates from misers.  

 

It is easy to understand that, the touch point of Customer #3 is on-time provisioning. 

Customer satisfaction can only be achieved with full accordance to the project plan. 

Obviously, this customer is more susceptible to WOM spread, in case of a positive 

experience regarding provisioning time. In that case, there is no room for project delays for 

the seller. Company can motivate Customer #3 for WOM spread by strict SLAs which 

guarantee on-time provisioning. As a result of that, referral value of the customer can be 

boosted to the level of advocates.  

 

There are also some cases, which marketers cannot intervene even with the smartest 

strategies. Customer #11 has just one single purchase in 9 quarters, which costs just 85 

thousand dollars. It means that, this customer probably will not have enough buying 
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experience to share with others in the future. Moreover, Customer#11 also chose not to reply 

to the online survey and showed its disinterest to tailored WOM strategies. There is no point 

to work on tailored marketing strategies for that customer; same effort could be distributed 

between more strategic others. 

 

4.5 Statistical outcomes of the online survey 

 

In this section, all answers from participants will be analysed together and general 

behaviour of customer base in Telefónica Data/Capacity Services will be identified. As a 

result, it will be much easier to define the general framework for WOM strategy, before 

tailoring it to the individual customer level.  

 

42% of the customers think that, connectivity offerings are closer to be services which 

include product characteristics inside. Telefónica does not only provide the physical cable 

connection between two points, but also analyses the wants and needs of the customer and 

recommends a solution to their particular problems. In many cases, optimum bandwidth, 

required quality level and additional equipment needed are suggested by Telefónica itself. 

Besides, all quality assurance and post-sale activities addresses that connectivity business is 

closer to be a service by its nature. WOM is found to be more influential and more widely 

spread for services than goods. (Fang et al. 2011) Therefore, the type of the offering is very 

adequate for Telefónica to exploit the advantages of this customer created marketing method. 

 

 76% of the customers state that, Telefónica services are more preferable when 

compared with the other players in the market. This proves that, Telefónica brand currently 

has a positive reputation in the market which is a prerequisite for positive WOM. Similarly, it 

symbolizes the level of customer advocacy in the customer base. Clearly, positive WOM is 

valuable for B2B organizations and the marketers must optimize the level of customer 

advocacy to get the best results. (CustomerAdvocacy.com) Survey results are very persuasive 

for the company to initiate a WOM marketing strategy.  

 

 75% of the customers, which are all competitors at the same time, already performed 

or scheduled similar studies on exploring the substantial effects of WOM marketing in 

connectivity business. Collaboration will be much easier with a community that shares the 
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same idea with the seller. On the other hand, Telefónica should be aware of the undesirable 

fact that, 58% of its competitors already started working WOM, which can provide them a 

competitive edge in the near future. 

 

 58% of the customers believe that, an expert testimonial, recommendation of a 

colleague or customer review on the web will be much effective from any type of traditional 

advertisement method. Therefore, it is highly advised to the company, lowering its sources 

for seller based advertisement, appropriating its marketing budgets mainly on WOM and 

create skilled workforce that will deal with creating correct WOM strategies. 

 

 When the same question is asked indirectly results were not discrepant. Among many 

types of marketing channels, 67% of the customers selected WOM marketing tools (expert 

testimonials & endorsements, comments of a colleague or on an online telecommunication 

forum) more effective than traditional marketing methods.   

 

 There is not a clear idea among customers about the spontaneity of WOM. 58% of the 

customers believe that, WOM naturally arises and cannot be controlled by the seller. In the 

competitor perspective, this is an advantage for the company. Successful management of 

WOM can create competitive advantage for Telefónica, which is sustainable until that 58% 

will change their perspective. On the contrary, when participants are considered as customers, 

company should first focus on the 42%, who believe that, tailored WOM strategies can derive 

significant advantages for both seller and customer. 

  

 There are two predominant adopter types in Telefónica Data/Capacity Services 

customer base:  

 

33% of the customers think that, their purchase should let them stand out from the 

crowd and differentiate them from others. In that sense, they can be labelled as “Innovators” 

which are seeking for outstanding and unique solutions for their needs and wants. This type 

of customer needs to hear that a product or service is new, unusual and only few others new 

about that. For instance, this type of customer would be affected from an expert testimonial 

about the innovativeness of a new teleconference system which is newly presented by 

Telefónica. Similarly, another colleague, referring one of the Telefónica solutions, which can 

be applied in a totally new area, will tempt this kind of customer more than any other type of 
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information. “Be first to try” is a powerful incentive to get them involved in the product. 

(Silverman 2001) 

 

Other 33% of the customers have totally different characteristics. They don‟t want to 

be the first to try a product. However, they are not reluctant to buy, if the product or service 

offers some practicalities. This type of customers can be grouped as “middle majority”. They 

want to be reassured that, the product or service is ready for “Prime Time”, which is the 

period that it is experienced by the majority in the market. Superiority is not the main 

concern; all kind of positive information will help them to finalize their buying decision. For 

this type of customers, rather than the topic, volume of WOM information is more critical. 

Therefore, company should focus on increasing the number of customer feedback and 

providing easy-to-access channels for WOM information.  

 

Which is the most critical feature of Telefónica Data/Capacity services? 50% of the 

customers state that, provisioning on time is the most important criteria that the seller should 

never fail to achieve. As mentioned in former parts of that section, for a TV channel which 

needs to broadcast a sports event on a specific date, late deliveries are unacceptable. In case 

of a failure, this type of the customer will share this experience as much as possible as a proof 

of dissatisfaction. Therefore, company should be extremely delicate on the promised dates 

not to have a negative WOM spread in the market.  

 

Second most important characteristic of the offering is its price (25%). It is very well 

known that, connectivity business is perceived to be a commodity. Therefore, pricing is an 

important concern, not to have a general negative influence on customer. Once customers 

start to discuss about Telefónica‟s expensive solutions, it will be impossibly difficult for the 

company to change that reputation.  

 

Telefónica‟s customer base has a high tendency to share their experiences with others 

whether it is negative or positive. This is a mixed blessing for the company.  

 

First of all, it will be easier to orient customers to work in corporation on WOM 

marketing channels. WOM incentives can be kept low, because majority of the customer has 

a natural willingness to spread WOM. Therefore, creating a WOM strategy will not be very 

costly for the company.  
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On the other hand, company should be extremely attentive not to perpetuate a 

negative experience for its customers. Just like in all other industries, Telefónica customer 

base shares its negative experiences more likely than the positive ones. When combined with 

an encouraging approach by the seller, plans can fall through very quickly.   

 

 Which type of an incentive will encourage the customers more to use WOM? Answer 

is not a surprise for a commodity, 1 out of every 4 customer (25%) states that, price discounts 

will be more motivating for them to promote Telefónica services to other potential customers. 

However, there is not a dominant incentive preference by the customers. In parallel with the 

idea of customer tailored and incentivised WOM strategies, company should try to increase 

CRVs by motivating the customers in a way they would desire.  

 

 67% of the customers proved the exigency of customer tailored WOM strategies by 

mentioning that, their willingness to spread WOM would increase after receiving correct 

incentives. This high proportion also supports author‟s main concern, WOM is not totally 

natural, and it can be shaped by the seller itself.  

 

 Readers might remember that, one of the research objectives was the following: 

“Customer Decision Time has to be shortened.” Author decided to provide a solution to that 

problem by making an analysis on the optimum timing of the WOM for Telefónica 

Data/Capacity Services customers. For that reason, four questions were included for 

measuring the effectiveness of WOM, when received in the early or late stages of the 

purchasing decision. However, responses to those questions did not give clear outcomes. 

Results were very close in both early and late stages for either positive or negative type of 

WOM. Therefore, survey questions were not capable to identify, whether WOM decrease 

customer decision time or not. Telefónica Data/Capacity services customers indicated that, 

any type of WOM, at any time of the decision cycle will highly affect their final decision. 

Survey can be furthered with more direct questions or new customers in order to understand 

the reality. 

 

There is only slight evidence on the answers which can prove that negative WOM 

affects customer decision more than positive one. It supports author‟s suggestion of being 

more sensitive for eliminating negative WOM spread. 
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Which feature of the offering affects customer‟s decision most under WOM 

influence? Telefónica Data/Capacity Services customer base showed a consistent stance for 

that question. Although 33% of the customers stated that, customer created information about 

the quality of the connection will affect their final decision most, following two choices, 

which are provisioning on time and price (25% each) shows that, half of the customers are 

affected by the features that they perceived as critical in the beginning.  

 

Therefore, company is suggested focusing on its service excellence in quality, price 

and project planning, in order to eliminate negative WOM in these effective areas. After 

several successful experiences, customers should be oriented to share their positive feedback 

by highlighting Telefónica‟s distinction, especially in these attributes. 

5. GENERALIZATION 

 

As mentioned earlier, WOM performs as “almost free” sales assistants for companies. 

Therefore, if managed correctly and on time, it may significantly increase sales revenues and 

decrease marketing costs. Advantages of positive WOM information can be exploited better 

and effects of negative WOM can be minimized, if elements of decision cycle (type of 

information in hand, customer type, period of sell, etc.) are known. In this section, different 

market scenarios will be created by altering main elements mentioned above and different 

strategies will be advised to marketers for the effective use of customer reviews, i.e. WOM. 

 

5.1. Scenario 1: Expert Customers - Period 1 

 

This scenario can be considered as the basic situation that can arise in lifecycle of a 

product or service. As stated before, Period 1 denotes the launch of a new offering, in which 

number of customers who experienced the product or service is very low and availability of 

customer created information is almost zero. 
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Considering, consumer market is mainly composed of expert customers, lack of 

WOM information in that phase, does not create a vital problem. Experts will try to analyse 

and match their expectations according to seller created information. 

In order to simplify the model, it will be assumed that, product or service under 

practice has only two main attributes (a1 and a2). Therefore, according to their attribute 

selections, following customer profiles can arise: 

 

 Customers which have matched expectations for both attribute (a1 and a2). They can 

be named as fully matched customers.  

 

 Customers, having expectations for only one product attribute and capturing a match 

with that specific one (a1 or a2) can also be named as fully matched customers.  

 

 Customers looking for a match of both product attributes and getting a match of only 

one of them (a1 or a2) will be called as partially matched customers.  

 

Since, the customers with no match will not be interested in purchasing the product or 

service they will not be included in that model.  

 

In that scenario, only variable will be the amount of seller created information and 

seller can create two main strategies which will be explained below:   

   

5.1.1. Strategy 1 - Full Information 

 

In this strategy, seller provides full information about both a1 and a2. Therefore, the 

aim is to attract fully informed and fully matched expert customers. Expert customers feel 

more comfortable and are willing to pay more for a product or service in which they obtain 

the full technical attribute information. Therefore, here it will be possible for the seller to 

charge a higher price for the same product or service. Therefore, profit is obtained from the 

difference between the selling price and cost of the component. As a result, this strategy can 

be called as “Margin-Driven Strategy”. (Chen 2008) 
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However, this kind of a strategy can be valid only in case of lack of other type of 

information sources. Sellers should also notice that, this strategy will always be a temporary 

one, specific for Period 1. 

5.1.2. Strategy 2 – Partial Information  

 

 In this strategy, seller provides technical information about only one attribute of the 

product or service, a1 or a2. Expert customers, who are having expectations for only one 

particular attribute, will be a possible customer; as soon as that partial information matches 

with their need.  

 

However, thanks to the period of sell, seller is also able to capture customers looking 

for both product attributes. During Period 1, expert customers cannot get information about 

the lacking attribute, through customer created or third party review information. In that case, 

it will also be possible for seller, to attract fully matched customers who are looking for a 

match of two attributes, but obtained only one. These customers will perceive the same 

probability of a fully matched customer having expectations for two attributes. However, it 

will no longer possible to charge a higher price, since they can simply choose to wait for third 

party reviews or look for substitute product or services, for their particular need. Seller can 

only reach to that segment by charging a lower price which may compensate customer´s 

uncertainty about the unknown attribute. This strategy can be named as “Volume-Driven 

Strategy”, since the main purpose is to obtain as many expert customers as possible. (Chen 

2008) 

 

5.2. Scenario 2: Expert Customers - Period 2 

 

 Different from Period 1 customers, Period 2 customers can learn about the product or 

service, not only from seller created information, but also from other customers who has 

experienced and shared their feedback with others. In that case, quality and stance of the 

customer reviews (positive or negative) shape the strategy of the seller.  
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5.2.1. Strategy 1 - Subject to Positive WOM 

  

One of the most desirable outcomes for the seller is receiving positive WOM 

information from customers. The effect is doubled, if that positive WOM is consisting of 

direct and detailed experience (highly informative) about one of the attributes, a1 or a2.  

 

In that case, whether the seller created information is full or partial, all of the expert 

type customers perceive the product or service is in parallel with their expectations. Sales 

revenues will increase by means of high volumes. Depending on the market condition of the 

company, seller can even charge a slightly higher price and use Margin and Volume Driven 

strategies together. No more effort on framing up the seller created information is needed. 

Therefore, companies in that situation can get rid of additional effort and cost of creating 

product attribute information. They can also choose to publish all those customer reviews on 

their own sources, like their corporate websites.  

 

What if, the customer review information is positive, but not informative in terms of 

the expected attributes? It is more likely to observe this kind of situations in novice dominant 

markets, since expert type of customers usually prefer sharing their experiences in a more 

informative way. However, it is still possible to receive generic and less informative 

feedbacks from experts, especially when they are positive. There is nothing to worry about 

for seller in that case. In order to reach to more customers and maximize their sales revenues, 

seller can focus on providing full seller created information. Another action can be orienting 

customers to spread WOM in a more detailed way, by providing additional motivation like 

incentives and promotions. 

  

5.2.2. Strategy 2 – Negative Customer Review Information: 

 

After a successful Period 1, if a product or service starts receiving negative customer 

reviews from its first users, seller should take immediate precautions to keep the sales 

revenues stable. Informative capability of negative consumer review does not make any 

significant change on the strategy, once it is negative; it is more likely to affect the 

customer‟s final decision.  
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First of all, if company used a full information and margin driven strategy in Period 1, 

seller should embrace that, there is no more advantage of providing full seller created 

information, because, credibility of the information coming from other users will be more 

effective for potential new customers. In those cases, seller should first focus on the reasons 

of negative WOM and provide a successful after sale service to its customers in order to solve 

the problems as soon as possible. If customer reviews are published by the seller, these cases, 

together with their solutions, have to be published in the same environment with customer‟s 

negative feedback. Even if these reviews are not published on seller‟s own channels, result 

will still be the same, because seller should acknowledge that in Period 2, there will be other 

third party sources in existence, and these sources will publish negative customer reviews in 

any case. Customers, who are seeking for WOM information, will reach to negative customer 

created information by those channels. Depending on the company‟s standing in the market, 

seller can decrease the price or offer additional side benefits to its customers to change the 

point of interest. 

 

If seller uses a partial information and volume driven strategy in Period 1, and 

negative customer review information comes about the attribute which is not informed by the 

seller, all of the partially matched customers will complement their decision with negative 

customer reviews and change their purchase decision. This is the most undesirable situation 

and cannot be recovered easily. Therefore, especially, in expert customer dominant markets, 

sellers have to provide as much information as possible, especially if they are not totally sure 

about the perfection of the provided product or service.  

 

5.3. Scenario 3: Novice Customers - Period 1 

 

Different from experts, novice customers are the ones, who usually fail to match seller 

created (technical) information with their own preferences in the absence of WOM. From 

seller´s perspective, providing full or partial information does not make a significant 

difference in novice dominant markets. Novices always prefer to wait for any kind of 

customer feedback before taking the final purchasing decision. Therefore, launch phase will 

be the most undesirable period in terms of sales.  
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Seller should pass this period as soon as possible, by increasing the number of Period 

1 customers and receive positive WOM. In order to achieve that, three different strategies can 

be used, separately or simultaneously, depending on the product or service and market 

conditions.  

 

5.3.1. Strategy 1 – Use Experts as WOM Spreaders 

 

A very easy way to attract novice customers is providing expert opinions to them. 

Although experts cannot be considered as a direct mean of profit, -because they are less in the 

market population- their positive WOM spread can be used indirectly to attract novices.     

 

Keeping in mind that, seller created information will not be effective for dominant 

novices; full seller created attribute information can be provided this time, just for experts. 

However, it will not be a smart idea to use Margin Driven strategy in that situation. Because, 

profit created from experts does not contribute to sales revenues significantly in a novice 

dominant market. Main purpose is to dodge Period 1 as quickly as possible, in order to 

receive sufficient WOM information for the main point of interest, novices.  

 

Depending on the cost and complexity of the product, additional incentives or 

motivations can be created for experts to make them purchase, as soon as possible. Free trials, 

side benefits, even strategic alliances can be offered to the accepted experts of the industry, in 

return for their valuable and informative customer review information.  In order to increase 

the effectiveness, expert reviews can be shared by seller´s own channels, like their corporate 

websites.  

 

5.3.2. Strategy 2 – Proactive Response Strategy 

 

If seller has a considerable positive brand reputation thanks to previous offerings; 

another way to attract a little group of customers could be charging a slightly lower price in 

the very early phases of sales. Main purpose of this “Proactive Response Strategy” is, to 

create demand and motive among novice customers in Period 1, before consumer reviews 
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become available. Although such an action reduces the profits in Period 1, it will help seller 

to advance to Period 2 very quickly, and capture a higher number of novice customers, as a 

result of early received WOM information.   

 

Behind that strategy, there are two important assumptions, which are creating risk for 

the seller. First of all, “Proactive Response Strategy” assumes that, sufficient WOM 

information will be created anyways, to carry the sales from Period 1 to Period 2, as quickly 

as possible. However, intentionally increasing the number of buyers at an early stage of a 

product‟s life cycle may not create enough customer created information for every type of 

offerings. Moldovan et al. (2006) states that, vanity or luxury products (Smart phones) are 

more likely to generate “buzz”, but embarrassing products (Hygienic pads) do not have the 

same feature. Besides products which are targeted to younger consumers (Mp3 players) are 

more likely to generate WOM, than products targeted to older consumers (Hearing aids). 

Finally, original products (Innovative data/capacity services) are more likely to get customer 

review information than less-original products (banking services) (Moldovan et al. 2006) 

 

Secondly, “Proactive Response Strategy”, hypothesize the fact that, receiving early 

customer review information is not enough by itself. Together with that, almost all of the 

WOM spread generated in Period 1 has to be positive. Any type of negative feedback, no 

matter where is coming from, (experts or novices) will deeply affect novice customers in 

Period 2. In that situation, addition to the lower profit in Period 1, it cannot be possible 

anymore to increase price in Period 2, as well. Therefore, situation becomes a total strategic 

failure.  

 

5.3.3. Strategy 3 – Use Third Party Review Channels Affectively 

 

In the absence of customer created information, only outsider source that can attract 

novice customers is third party review channels. This strategy is similar to Strategy 1, where 

seller uses experts as WOM spreaders. Companies can contact with industry reviewers and 

ask their feedback to be communicated with customers. This contact can be effectuated even 

before the launch of the product or service and can be encouraged by means of incentives if 
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necessary (ex: Free trials for industry reviewers) As a result, Period 1 can be passed faster 

and novice customers can be captured earlier than the competitors. 

  

5.4. Scenario 4: Novice Customers - Period 2 

  

It can be considered as the most critical condition in terms of the effective use of 

WOM. Novice customers can easily access to customer created information in that phase and 

finalize their decision accordingly. Strategic actions in that period can result in significant 

outcomes. Stance of the feedback (positive or negative) and the informative capability of 

WOM information define different types of strategies.  

 

5.4.1. Strategy 1 – Subjected to Positive Word of Mouth 

 

 Similar to expert dominant markets, this is the most desirable situation for sellers to 

increase its sales revenues. The effect is more vibrant, since market is mainly composed of 

novices, who do not care about the informative seller created information and make their 

decision solely by means of positive WOM. Therefore, providing full or partial technical 

information does not really matter in that case.  

 

In order take the advantage of positive WOM, seller has to support the information 

spread as much as possible. Companies can post customer comments on their own channels 

or can initiate customer-seller partnerships for encouraging previous customers for sharing 

their experiences with others, who are seeking for that. Partnership here does not mean to 

turn customers into employees, but providing some initiatives or motivations that convince 

them to do so.  A real-time example can be mobile gaming applications which allow users to 

unlock advanced features or levels, in case that, they rate and comment about their experience 

on application forums. 
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5.4.2. Strategy 2 – Subjected to Negative Word of Mouth 

 

 Consumer review information is a double edged sword which can benefit or hurt the 

seller. After Period 1, if customer reviews point out negative experience, there is not too 

much left to fix. Dominant novices will no longer trust to the product or service. One big 

mistake in that scenario would be price reductions or promotions. Because this kind of an 

action, just after negative WOM information will create distrust on customers´ minds. 

Customer may think that, there is a significant problem with the offering and seller is trying 

to sweep it under the rug by distraction.  

 

The only clever move to change the situation as soon as possible is to create new 

products or services with totally different features and try to penetrate novice‟s world once 

more, this time, more carefully.  

 

Tofas, which has a car production plant in Bursa, Turkey, declared in 2012 that, they 

will no longer produce Albea and Palio models, but new ones, which will have no common 

feature with those. (Otometre.com) When esteemed automobile forums in Turkey are 

carefully analysed, it can easily been observed that, these models have significant amount of 

negative comments by customers. A huge amount of comments addresses high fuel 

consumption, although it was already presented to customers in technical seller created 

information before the launch of sales. The rest of the customer comments are related about 

the external appearance of the vehicles, which has no relation with technical capabilities. 

Those examples show that, consumer market in automotive industry can be considered as 

novice dominant. And, under negative WOM effect, in novice dominant market, Tofas 

decided to act as proposed above and launched totally new products to change the existing 

customer opinion. Any other type of strategy would not be sufficient to revert to the existing 

situation. 
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6. CONLUSION 

 

This conclusive chapter will be initiated with a section which will summarize the 

answers given to the research questions. In the second part, limitations on further success will 

be shared with the readers. Finally some improvement areas and further research probabilities 

about the research subject will be provided.   

 

6.1. Answering the Research Questions  

 

Theoretical outcomes and numerical results achieved during the research, need to be 

related with the research questions. As readers may remember author´s research questions 

were the following:  

 

Q1. What are the main characteristics of WOM, which makes it more effective on 

customer decision, when compared with any other type of traditional marketing 

method? 

  

Q2. What are the main actors that a marketer should characterize while creating 

company’s WOM strategy?  

 

Q3. Are WOM strategies valid just for B2C relationships? Is it possible to apply WOM 

strategies in B2B applications (ex. Telefónica Data/Capacity Services)?     

 

Q4. Is it possible to create a model in order to measure customer´s WOM spread 

potential and segment them accordingly? 

 

 It was initially accepted that, WOM is the most powerful and effective form of 

marketing, regardless of the industry. First question was asked to identify WOM´s main 

characteristics, which differentiate it from traditional marketing tools. After the detailed 

analysis of 6 different features of WOM marketing in the Literature Review section, 

following outcomes have been obtained: 
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 WOM is credible. Because it is composed of honest and authentic type of 

communication between present and potential customers. It reflects the direct 

experience of a customer, transparently, without any seller intervention.  

 

 WOM is social. It grows incredibly fast, since it allows customers to listen, 

participate, and respond to WOM conversations and finally encourage others to take 

place in that process. Besides, it is repeatable and allows the brand to be talkable. 

(Word of Mouth Marketing Association) 

 

 WOM is relevant. It addresses customer´s main concerns without spamming them. 

Besides, it is always at the disposal of the customers, but only used when it is needed. 

It is unique, since it is not seller initiated. Because of all these, it is cheap and labour 

saving for companies. 

  

To intensify the initial statement of the first question, a statistical analysis about TV 

advertisement market in Europe was provided. Aim was to prove that, traditional marketing 

tools are lately losing their effect and emphasis on customers, whereas WOM is gaining more 

and more importance. 

 

In order to answer the second question, different researches in the literature were 

combined and a four-step WOM Analysis framework had been created. WOM actors, which 

define the WOM potential of the industry, were explained in detail. Finally, their relationship 

between that was investigated in order to give a full view to marketers, while creating their 

WOM strategies.  

    

Third question was aiming to understand, whether a tailored WOM strategy could be 

applicable in B2B industries or not. Author wanted to disprove the general bias of WOM, 

being impractical in B2B relationships, where customers compete with each other. For that 

reason, Telefónica Data/Capacity Services was taken as a reference and WOM potential of 

the business was identified. Moreover, all transactions in connectivity business were mapped 

in order to find out possible ways of creating WOM in the competitive connectivity business.   
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 Fourth question was answered by a modification of an existing theory on WOM 

measurement in B2C relationships. First of all, customer‟s historical purchases are recorded 

in order to find their CLV. Numerical data on CRV was obtained thanks to an online survey 

distributed to Telefónica Data/Capacity Services customer base. Finally, these two results 

were combined and customers were segmented into four main groups according to their total 

value for the company. As a result of that study, readers were able to see how customers can 

be segmented by means of a Customer Value Matrix. Finally, different tailored WOM 

strategies were offered to marketers for different customer groups. 

 

6.2. Limitations 

 

One of the biggest challenges occurred during the calculation of CRVs. Since, there 

was no previous study about WOM in company‟s Data/Capacity division; there was no 

significant data which can be used for analysing customers´ referral behaviours. Therefore, it 

was not achievable to identify the customers as Type1 and Type2 and it was impossible to 

understand, whether a particular customer chooses Telefónica, just because of the positive 

WOM or not. For that reason, Type 1 customers‟ contribution to company´s operating margin 

could not be calculated.  

 

Telefónica Data/Capacity Services´ marketing department did not segment its 

customers prior to that study. Therefore, the cost of the referrals to acquire them or the 

savings in acquisition costs from customers, who would not join without positive WOM 

could not be calculated. Therefore, author was unable to calculate the residual marketing 

resources used for traditional marketing methods which were not effective at all for Type1 

customers.  

 

 Data/ Capacity Services in Telefónica EMEA region can be considered as a new 

settlement. Because of that, some of the customers were acquired recently. For that reason, 

they don‟t have enough purchase history to conduct a research about their CLVs. As 

mentioned in Implementations and Analysis section, this limitation was tried to be overcome 

by linear projection of their current purchases for a period of 9 quarters.    
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Finally, due to the time limitations, research was kept limited only for EMEA region 

of Telefónica Data/Capacity Services. Region is composed of only 14 customers. Because of 

that, it was complicated to come up with statistical outcomes and suggestions.  

 

6.3. Improvements - Suggestions for Future Research  

 

Although this paper achieved to provide a valuable contribution to the existing knowledge 

by investigating the applicability of WOM strategies in telecommunications industry, there are 

still further improvement areas and research opportunities which can be exploited in the future.  

 

First of all, Customer Value Matrix model can be applied not only to EMEA but also 

other regions of Telefónica Data/Capacity Services. Therefore, it may be possible to come up 

with more concrete customer profile analysis and strategy offerings. With this extension, it will 

also be possible to see the effect of demographic profiles and culture on WOM marketing.  

 

Online survey can be improved for further investigation, by adding more specific 

questions. For instance, questions which will help to identify Type 1 or Type 2 customers can be 

directed to the participants.  

 

One of the most effective channels for using the power of WOM Marketing is social 

media. Customers are more interconnected by means of online platforms. As a result of that, a 

specific form of WOM which has been called EWOM arose. Marketing branch focused on 

expansion of WOM influence by including objective and subjective opinions of anyone who 

wants to share them electronically is called EWOM. (MKH Marketing) Research can be extended 

to understand customers‟ WOM behaviour on online platforms, like social networks, 

communities, blogs, forums, content sharing sites etc. Same study can be narrowed down to B2B 

business relationships and applied to connectivity business afterwards. 
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8. APPENDIX – Online Survey  
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