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INTRODUCTION

Virtual communities were initially recognized as social
phenomena. This is evident from the definition of virtual
community as “asocial aggregation that emerges from the
Net when enough people carry on public discussions
long enough, with sufficient human feeling, to form webs
of personal relationships in cyberspace” (Rheingold,
2000, p.5). Theidea of a virtual community as a profitable
business model was subsequently raised by Hagel and
Armstrong (1996, 1997) who claimed that the benefits of
a virtual community would arise from two aspects: from
the unique capabilities of the digital medium where the
virtual community is located in and from the virtual com-
munity model itself. The latter aspect is what differenti-
ates virtual communities from other online Web sites.
Unlike other online Web sites, a virtual community is
intended to create a “sense of community” that binds
individuals to the Web site and serves as the “push”
factor for repeat visits. Table | summarizes some of the
proposed business benefits stemming from a virtual

community (Bank & Daus, 2002; Hagel & Armstrong,
1996, 1997).

Although the startup cost of a virtual community is
comparatively low, the costs of maintaining it are signifi-
cantly higher (Hagel & Armstrong, 1997; Kim, 2000).
Therefore the decision of whether to create a virtual
community in support of an e-commerce Web site is not
to be taken lightly. Critics have also questioned the
validity of the suggested benefits of a virtual community,
particularly since there are no clear-cut measures to verify
that these benefits can be attributed to the virtual commu-
nity. Additionally, the fundamental premise which the
virtual community relies on for its success, that is, its
unique capacity for interaction amongst members and/or
with the company (Balasubramanian & Mahajan, 2001;
Lechner & Hummel, 2002; Mynatt, O’Day, Adler, & Ito,
1997), is subject to high risks of failure. This is because
customers can always turn this capability to the company’s
disadvantage by spreading adverse comments about the
company’s products and services. Hence, a virtual com-
munity actually has the means to work both for as well as

Table 1. Potential business benefits resulting from a virtual community

Increase purchasing intention. & vittual community containing a wide range of information and
options for customers can reduce customers’ tisk perception involved in making a purchase. Current
customers shating their positive opinions can also influence potential customers to make purchases.
Access to customer opinions. A vittual community can provide valuable feedback to the company
about its products and services, and how these compare with rival compandes.

Greater ahility to meet cusiomers’ demands. A virtual community can connect compardes to their
custotmers in order to work together in developing products that meet customers’ needs.

Additional sources of revenue. A vittual community provides a means for the company to gzather
detailed information on customer profiles. This information could be used to attract advertizers or sold
to marketing companies. Altenatively, if the community is of substantial walue to the customer, the
commpatry could charge subsctiption of membership fees.

Lower customer service costs. & wvirtual community can help reduce the costs associated with
customer service personnel ag community spirit could prompt members to help each other with product
adwice and thus save on customer service costs otherwize incurred by the company.
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against the company sustaining it. This article seeks to
explain how virtual communities can be made to work for
the organization by proposing a fit between the virtual
community model to be adopted and the company’s e-
business goals.

VIRTUAL COMMUNITY
CLASSIFICATIONS AND
E-COMMERCE BUSINESS MODELS

There is no single predominant classification of virtual
community models. Several suggested classifications for
virtual communities and other pseudo-like online struc-
tures (e.g., virtual publics and online communities) from
previous literature are listed in Table 2. A widely used
taxonomy of e-commerce models (Laudon & Traver, 2004),
together with their primary sources of revenue is shown
in Table 3.

There does not appear to be explicitresearch studying
the relationship between the type of virtual community
and its possible effects on the various e-business models.
Although it has been recognized that no single classifica-
tion of virtual communities is adequate and appropriate in

Table 2. Classifications of virtual community models

every situation (Lee, Vogel, & Limayem, 2003), no classi-
fication that considers virtual communities with business
objectives in mind, in particular, to create economic value
for the e-commerce site, has been proposed.

Therefore, based on the potential business benefits a
virtual community can offer, a classification of virtual
communities is proposed. This classification is compat-
ible and integrated with the e-business model and has
taken into consideration the goals of the e-commerce
business. We will discuss how a suitable virtual commu-
nity model can create wealth for the e-commerce site.

THE FIT BETWEEN VIRTUAL
COMMUNITY MODELS AND
E-BUSINESS MODELS

Our objective is to demonstrate how virtual communities
can create economic value for each of the e-business
models above. To achieve that purpose, we propose that
a certain type of virtual community is more profitable for
acertain business model. The differentiating factor will be
the latter’s means of earnings. If a virtual community is
able to increase the particular means of earnings which the

inforrnation related to these transactions

around a specific topic of corenon interest

errvironrment

Tdentified mode 1z inchude:

eraphasizing content generation

corrnon goal

mapping of a real setting or a fantasy world

comrnities

+ Basic needs/Use (Hagel & Annstrong, 1996, 1997). Classification based on the preraise that each virtual
cormrrnnity focused on fulfilling ene particular basic human need. Identified raodels were:
o Communities of transaction facilitate the biying and selling of products and services, and delreer the

o Communities of inderest bring together like-minded indnaduals, where the resulting interaction revolbres
o Communities of fantasy prorvide an escape fror real life by allowing participants to engage in a fictitions
o Communities of elationship lat people come together to share experiences
+  Consumer or husiness-to-husiness focused (Hazel & Lrmstrong, 1997). Classification based on the preruise
that each virtual corremity either focuses on dealings with individuals or companies.
+  Technological base (Jones & Fafaeli, 2000). Classification suggested for virtual publics based on the
technology base used, e.g., email, weh-BBS, and Usenet group.
+  Requirements of community supporting platforms (Stanoevska-3labeva & Schimid, 2001). This
classification is based on the airn of the comraunity and the type of transactions recuired by the corarumity.
o Discussion communities are dedicated to information exchange with reference to a defined topic,
0 Task- and goal-orienied communities, whete the driving force for participation is the achiese ment of a

o Virtual worlds are online comraunities arising around wirtual worlds and games, which can provide a

0 Hybrid communities contain several interrelated cormraunities with memhers who can take part in several
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